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CHAPTER ONE

H z'gblz;gbts of Activities for the Year

Scope of Audit Aclivities

During the fiscal year 1966 our staff carried out its work at 2,833 loca-
tions throughout the world, including 43 foreign countries in which we
performed assignments at 288 locations. Approximately 3,000 audits and
reviews of selected activities and programs were made involving every
major governmental department and, with certain exceptions, independent
governmental agencies, commissions, and corporations.

In the civil departments and agencies, we made 1,496 reviews of selected
activities and programs at 1,467 locations within the United States, in-
cluding 361 non-Federal locations, such as state and local governments,
universities, and various other recipients of Federal grauts, loans, and funds.

We made 831 reviews of selected defense activities and 241 reviews of
selected international activities and programs at 860 military installations
and 149 nonmilitary locations, including 17 agencies of foreign govern-
ments and 75 other locations in foreign countries.

We made 466 examinations at 254 plants and offices of contractors and
subcontractors holding contracts with the Armed Forces, and at 103 plants
and offices of contractors and subcontractors holding contracts with civil
departments and agencies of the Government.

Financial Savings

Refunds, collections, and other measurable financial savings or addi-
tional revenues resulting from the recommendations of the General Ac-
counting Office in fiscal year 1966 amounted to $130,637,000. Of this
total actual refunds and collections made by or through our efforts during
the year amounted to $17,192,000. Approximately $40 million of the
savings or additional revenues are recurring in nature and will continue
in future years. In addition, many significant financial benefits in the
form of cost savings are realized each year by the Federal Government
which are attributable to the work of our Office even though they are not
fully or readily measurable in financial terms. These savings result from
actions taken by the Federal agencies to effect improvements where the
needs therefor were brought to their attention in connection with our
audit work. The principal area in which the greatest measurable financial
savings were realized occurred in supply management of Government-

1



HIGHLIGHTS OQF ACTIVITIES

owned materials where $74.4 million of estimated savings from our work
were realized.

Transportation

During the year we audited 4.8 million bills of lading covering freight
shipments, for which the Government had paid about $944 million, and
2.7 million transportation requests for passenger travel, for which the Gov-
ernment had paid about $330 million. This represented an increase of
nearly 20 percent in payments audited over the prior year.

From our audit of transportation payments in fiscal year 1966, we issued
86,970 claims against commercial carriers for overcharges totaling $10.7
million. We also settled 29,413 claims from carriers against the Govern-
ment for $33.4 million, or $3.7 million less than claimed. In addition to
these direct settlements, we furnished assistance to the Department of
Justice in some 47 legal actions involving claims against the United States
for $0.9 million covering over 3,600 shipments. Fifty-one suits, the subject
of reports in this or prior years, were settled for nearly $0.7 million, or
about $1.4 million less than claimed.

We also received from the Department of Justice notice of the filing
of 93 suits by carriers covering approximately 160,000 shipments. Most of
the suits were on overseas movements of household goods by the Department
of Defense. The amount sued for was not stated in the petitions filed on
these suits but we estimate that the liability of the United States, if the
carriers prevail on all of the issues, will exceed $30 million.

Legal Services

Due to the broad responsibilities of the General Accounting Office the
legal work goes far beyond those areas of the law which are normally
within the province of a single agency of the Government. Our legal work
extends across the whole range of activity of the executive branch and in
some areas of the legislative and judicial branches. It involves problems
arising under international law and laws of foreign countries as well as
Federal and State statutes, administrative regulations, court decisions, and
other precedents.

In our legal work, we handled 4,797 decisions and other legal matters.
Included in the total were 633 legislative and legal reports submitted to
committees and Members of Congress on information of interest to them
and 99 reports to the Director of the Bureau of the Budget on proposed,
pending, or enrolled bills and other legal matters.

Claims Settlement and Debt Collection

We settled and disposed of a total of 8,274 general claims against the
United States, consisting of 339 claims involving Government contracts,

2



HIGHLIGHTS OF ACTIVITIES

4,499 involving compensation to civilian personnel and pay and allowances
to military personnel, 422 involving retired pay, 1,672 involving travel,
transportation and per diem matters, and 1,342 miscellaneous claims of
Government personnel and other public creditors. In the settlement and
disposition we certified the amount of $52,596,937 for payment. In addi-
tion, we adjusted and scttled 33,977 claims by the United States and col-
lected $4,128,554. At the end of the fiscal year we had 11,472 claims
under collection: representing accounts receivable in the total amount of
$5,852,033. We reported 3,299 claims to the Department of Justice for
collection by suit and as of June 30, 1966, there were 7,189 claims under
collection by that Departinent, representing accounts receivable in the
amount of $4,222,972.

Public Law 89-508, The Federal Claims Collection Act of 1966, approved
July 19, 1966, will affect the claims work of the General Accounting Office,
as it may result in fewer debt claims being referred to our Office for col-
lection. Action was initiated to collaborate with the Attorney General in
the devlopment of joint standards as provided under the act. A group
composed of selected senior management officials in our Office was desig-
nated to study the effect of the new law on our work, including such orga-
nizational and procedural changes as might be indicated to carry out
certain broadened responsibilities under the act.

Audit Reports Issued

During the fiscal year 1966, we issued 927 audit reports to the Congress,
committees or Members of Congress, and agency officials. We submitted
181 reports on audits or investigations to the Congress and 146 reports to
congressional committees, officers of the Congress, or individual Members
of Congress on audits or investigations made at their request. Of the 181
congressional reports, 105 related to activities of the civil departments and
agencies of the Government, 47 pertained to activities in the Department
of Defense and the three military departments, 25 related to international
activities, including military and economic assistance to foreign countries,
2 reports to governmentwide activities, and 2 reports related to organiza-
tions outside the Federal Government.

We issued 600 reports to officials of the various departments and agencies,
including 297 on civil activities, 279 on defense activities, and 24 on
international and governmentwide activities. Copies of these reports were
furnished in many cases to congressional committees or interested Members
of the Congress.

Assistance to Congress and Congressional Commitiees

Our representatives testified before congressional committees on 28 occa-
sions and on a variety of subjects related to our reports and work during

3



HIGHLIGHTS OF ACTIVITIES

the fiscal year, One hundred and eighteen members of our stall were
assigned to the staffs of 20 congressional committees or subcommittees,
including the House Office Building Commission, during the 1966 fiscal year.
Approximately 13,000 man days of technical assistance were provided for
work directly with and under the control of congressional committees.
We furnished at the request of various committee chairmen a total of 374
reports on pending bills, including 185 to Senate committees and 189 to
House committees.

During the year, the Congress cnacted 9 legislative recommendations
made in our reports, including 4 which were made in audit reports in prior
years, Nine new legislative recommendations were made in our audit
reports which were either under consideration or were not acted on by
the Congress.

Assistance on Improvements of Agency Management Practices

During the latter part of the fiscal year, the Comptroller General, the
Assistant Comptroller General, and our top management staff, met with
officials of 11 departments and 2 independent agencies to discuss the status
of their financial management improvement programs. We inquired into
problems these agencies are having and ways or means of encouraging
further progress.

On June 3, 1966, the Comptroller General issucd a memoranduin (sce
page 131, Appendix) to the heads of the divisions and offices of the General
Accounting Office which provided that our accounting and auditing staff
place greater emphasis on financial management improvement work and
on cooperating with the Federal departiments and agencics in the develop-
ment of their accounting systems. This memorandum sets forth our policy
and concepts with respect to the discharge of our accounting responsibilitics.

Under the Joint Financial Management Improvement Program, the
Comptroller General, the Secretary of the Treasury, and the Dircctor of
the Burcau of the Budget met for the purpose of developing wavs and
means to accelerate the pace of the program. The Chairman of the Civil
Service Commission also participated in this meeting to assist in solving
the problemns of recruiting, classifving and training of people engaged in
accounting and other financial management work. On May 24, 1966, the
President released a written statement endorsing the reinvigoration of the
Joint Program and calling upon the heads of departments and agencies for
positive action in the development of business-like financial systems through-
out the Federal Govermment.

Specific programs and plans were developed for increasing our coopera-
tive efforts and assistance to the agencies.  Two hundred and fifteen mem-
bers of our staft have been assigned during the [irst half of fiscal vear 1967
to carry out our responsibilities in this area.

4



HIGHLIGHTS OF ACTIVITIES

During the fiscal year we issued 12 reports to the Congress containing
comments on agency accounting systems matters resulting from our reviews
of financial management activities. At June 30, 1966, we had 26 account-
ing systems on hand for review, 14 of which were submitted during May
and June 1966,

Training and Career Development

During the fiscal year 1966, over 1,200 of our professional staff were
provided with special training through our internal facilities and nearly
140 professional staff members participated in training or career develop-
ment programs conducted in other agency or non-government facilities.
These training programs have been developed on a coordinated basis, as a
part of our planned professional development, and are designed to meet the
varied needs of the staff members at each level of responsibility. Also, 52
members of our staff passed the CPA examination given by State boards
during the fiscal year, Three hundred and ninety-nine members hold the
CPA certificate and 70 others who have passed the required examination
will receive their certificates upon completion of their experience
requirement.

Expenses and Staffing

Our operating expenses for the year amounted to $46.2 million, of which
$41.8 million, or 909, was for personnel compensation and benefits. Our
staff at the end of the vear totaled 4,148 as compared with 4,278 at June
30, 1965, a net decrease of 130. During the past 10 years, our staff has
been reduced by 1,404, or over 25 percent. Our professional accounting
and auditing staff has increased during this same period by 758 to a total
of 2,280.






CHAPTER TWO

Assistance to the Congress

Past Comptrollers General and other General Accounting Office officials
have developed a close working relationship with the Congress. In letters
to each Committee Chainman shortly after taking office in March 1966, I
pledged anew the continuation and strengthening of this relationship.

A great portion of our Office’s total effort is aimed directly or indirectly
toward assisting Congress in maintaining the surveillance so necessary for
cffective legislative oversight of a vast complex of governmental programs
and operations. It was largely for this purpose that the General Account-
ing Office was created by the Budget and Accounting Act of 1921. This
chapter summarizes the means our Office employs in seeking to fulfill this
responsibility.

Our assistance is furnished principally through (1) audit reports to Con-
gress (2) special reports as requested by Committees and individual Mem-
bers of CTongress (3) direct staff assistance to Committees (4) reports to
Committees on pending legislation {5) advisory assistance in legal and
legislative matters (6) testimony at hearings and (7) recommendations for
legislation.

Beginning with the 90th Congress, we expect to participate actively in
the seminar for new Members of the House of Representatives sponsored
by the membership and the American Political Science Association. Qur
purpose there will be to acquaint new members particularly with the gov-
ernmental role assigned to our Office in the legislative branch, and will
supplement the efforts our legislative liaison attorneys have made in the
past, and expect to continue, to contact each new member personally to
discuss with him in greater detail the types of assistance which he may look
toward our Office to receive.

Our Office of Legislative Liaison, which is a part of the Office of the Gen-
eral Counsel, is a central point of coordination for achieving our goal of
providing Congress the assistance it needs and expects. The legislative
attorneys of our liaison staff are in continuous contact with staff members of
the various Committees to discuss matters of mutual interest and to covrdi-
nate our efforts most effectively to meet the Committees’ requirements.
This office also serves as the point of contact through which individual mem-
bers and their staffs, as well as the statfs of the various Committees, may

288-370—60——2 7



ASSISTANCE TO THE CONGRESS

channel their inquiries and requests for assistance in order that our responses
may be made with the maximum effectiveness.

AUDIT REPORTS TO COMNGRESS

The reports issued to Congress as the result of our audits and reviews of
agency operations constitute one of our most important means of assisting
the Congress. During fiscal year 1966 we made 181 reports of this type.

The information contained in our reports is intended to give the Con-
gress, as well as the agency heads, an objective appraisal of phases of the
operations of the agency or activity covered which appear to need con-
gressional or management attention with a view toward improvement.
By this means, we endeavor to aid the legislative committees and staffs in
carrying out their oversight responsibilities over the operation of the agencies
and to assist the Appropriations Committees considering agency budget
requests.

While it is not considered to be our function, nor within our capability,
to make complete and continuous audits of all Government activities, our
reports cover a wide range of subject matter. In selecting arcas for audit,
we make cvery effort to include subjects in which we have reason to be-
lieve Congress is particularly interested. For instance, the meetings be-
tween our staff and the staffs of the various Appropriations Subcommittees
which oceur annually are designed to pinpoint areas which the Subcommit-
tees believe need further exploration.  One such audit effort, originated in
conferences with the ITouse Appropriations Committee staff, has resulted
in eight reports to Congress on the F-4 aircraft program. Meetings are
now being held with some Subcommittees after, as well as before, the budget
hearings to alert our staff to questions of Subcommittee interest arising
at the hearings and enable the preparation of reports before the following
session.

Other examples of our audit work, to which the interest of congressional
committees has lent special impetus, include the efforts currently in prog-
ress in our Office to obtain a comprehensive analysis of Government agen-
cies’ accounting svstems and our efforts to conduct a review of the internal
audit activities of the various agencies. The special interest of two Sub-
comnittees of the House Committee on Government Operations—the
Subcommiittee on Executive and Legislative Reorganization and the Sub-
committer on Government Activitics, respectively—is reflected strongly in

ourefforis in these two areas.

In the belicf that the direction and guidance derived from regular dis-
cussions such as the annual meetings with Appropriations Committee staff
members will result in reports more clesely keved to the needs of Congress,

-~
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ASSISTANCE TO THE CONGRESS

I have urged our staff to seek more opportunities to meet with congressional
committees and diseuss potential areas for reporting.

The Committees on Government Operations, under the Legislative Re-
organization Act of 1946, give active consideration to the findings and
recommendations contained in each report submitted by our Office to
Congress.  Since it is not within our jurisdiction generally to dircet agencies
to take corrective action on administrative deficiencies of a management
nature discovered in our audit, it is often the follow-up action by these
Committees which results in proper administrative steps being taken to
correct and preclude such deficiencies.

The House Committee on Government Operations issued its report this
year, resulting from hearings by the Miiitary Operations Subcommittee, on
our audits of defense contracts and our reports to Congress on these audits.
The report included a number of constructive recommendaticns which we
have adopted to improve the effectiveness of our reports in this area,

The Appropriations Committees also make frequent use of our reports
in hearings on agencies’ budget requests.  In one such case, for ex.mple,
the Chairman of thie Senate Subcommittee on Public Works, requested the
Chicef of Engincers, Department of the Army, to review and to schedule
revetment construction work in such a way to avoid, to the maximum ex-
tent possible, overtime work in excess of a 40 hour week as recommended in
our report entitled “Opportunity for Savings by Reducing Overtime on
Revetment Construction and Maintenance Work Performed by the Corps
of Engincers on the Lower Mississippi River.” Congressional support of
this type for our work is an important [actor in our efforts to improve
Goverminent operations.

This year we issued to the House Appropriations Committee the 12th
annual report of selected significant findings developed during the course
of audits in the military and civilian agencies. The practice of ma

such a report cach vear before the heginning of appropriation hear
was originated at the request of the Committee.

The Joint Economic Committee again, in comprehensive hearings on the
cconomic impact of Federal procurement, reviewed numerous General
Accounting Oflice reports and questioned agency representatives on the
points raised in the reports. While this Committee’s consideration of our
reports on procurement and supply management is a significant example of

how our work assists in the public hearings aspect of a Committee’s function,
other committers having legislative oversight functions frequently consider
our reports in their day-to-dayv operations as well as in hearings.

The Subconnnittee on k[:lnl)m\'l:l' of the House Post Office and Civil
Service Comumittee relies heavily on reports of our Office on personnel and
manpower utilization in Government agencics,  The Chairman gave con-
siderable eredit to one of our reports for action taken by the Departinent
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of Defense to reduce the number of military personnel assigned to non-
military jobs. (For further details see page 28.)

SPECIAL REPORTS REQUESTED BY COMMITTEES OR INDIVIDUAL
MEMBERS

During fiscal year 1966 we furnished 146 special reports to Committees
and individual members in response to their specific requests.

These requests result generally from the Committees’ or individual mem-
bers’ needs for current information from time to time on some phase of a
program administered by an agency. We consider it an important part
of our responsibility under the Budget and Accounting Act of 1921 and
subsequent legislation to perform spot reviews and to furnish timely reports
on such requests to the limit of our ability. We recognize that, although
the factual information is perhaps readily available within the agency, the
Committee or member may need the added assurance of completeness and
accuracy which an impartial and objective analysis by our Office might
provide.

An example of such a report is the special report we made to the Sub-
committee on Refugees and Escapees of the Senate Judiciary Committee
on the management policy and related controls and procedures the Agency
for International Development employed in its administration of refugee
movement and programs of assistance for refugees in South Viet Nam and
Laos. Several of the findings related by the Subcommittee in its report
(Senate Report No. 1058, 89th Cong.) in support of its recommendations
for improving deficiencies in the program were based on findings in our
report which “stressed the urgent need for operational procedures and for
disciplined coordination of all relief efforts to assure that available person-
nel and resources would be applied promptly, effectively and economically.”

Another special report resulted from a review requested by the Senate
Committee on Interior and Insular AfTairs of a proposal by the Department
of the Interior to refund excess oil and gas lease royalty payments under
the Quter Continental Shelf Lands Act. Our special report reassured the
Committee as to the reasonableness of the proposal in both law and fact but
we pointed out the questionable practice the Department utilized in report-
ing to the Committee only with respect to cash refunds without revealing
significant refunds effected through offset against later royalty payments.

Our special report to the Senate Committee on Public Works was used
in connection with its consideration of the bill S, 3174 which would provide
permanent authority to the Post Office Department for long-term leasing
of post office buildings. Our representatives appeared and testified before

10
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the Committee on this bill and made a number of recommendations to amend
the bill to provide more adequate congressional controls over the program,
as well as to establish definite standards which would be required to be met
by the Post Office Department.  In his opening statement at the hearings
on this subject, the Chairman of the Subcommittee on Public Buildings and
Crounds expressed the belief that the Committee could not have
accomplished its task in the time available without our help,

Other examples include a report to the Chairman of the House Armed
Services Committee evaluating the Departinent of Defense’s estimate of
savings to be realized from closing the San Diego Ship Repair Facility;
a report to the Chairman of the Senate Armed Services Committec on the
hospitalization of a high-ranking officer’s dependent for extended nursing
care contrary to regulations; and numerous special reports to members and
Committees on some aspect or an~ther of the poverty programs. Our
special reports to Committees, as well as those made at the request of
individual Members, may be identified readily in the list of reports beginning
at page 150 of the Appendix.

DMRECT STAFF ASSISTANCE TO COMMITTEES

We furnish assistance to the Committees of Congress by assigning quali-
fied staff members te assist the Committees directly in their studies and
investigations.

When assigned to Committees, our personnel work under the exclusive
control anid direction of the Committce Chairmen and staffs. We exercise
no supervision nor do we make any review of the material produced on such
assignments. Although such assignments are considered primarily for the
benefit of the Committees, we regard the experience and knowledge gained
by our personnel on these assignments as being of great potential benefit to
the General Accounting Office as well as to the employees themselves.

In the course of such assignments during the past year, our employees
participated in reviews and investigatior. velating to supply controls in
Viet Nam, administrative practices regarding Government loans to small
business investment companies, disposal of surplus property overseas by the
wilitary depariments, and manpower utilization, to name only a few of the
many assignments. In fiscal year 1966, these assignments contributed
over 13.000 man-days of productive assistance to Committee efforts.

The following summary shows the number of personnel assigned to the
various Committees at one time or another during the fiscal year 1966 and

the cost of such services to the Committee or to the General Accounting
Office:
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ic it Fiscal Year 1966

Summary of Assignments of Personnel to Congr

Staff ‘ Reimbursed

Net Expend-

Committee Assignediby Committee,  itures by
GAO
UNITED STATES SENATE
Committee on Appropriations:
Subcommittee on Department of Agricul-
ture and Related Agencies. ............. 2 89, 130. 40 ]
Subcommittee on Departments of State,
Justice, Commerce, The Judiciary, and
Related Agencies. ....covvueiiiiinnan. 21 18,79 92 0
Committee on COMMENCe. .o.vvereiiireneeies 2 L70. 40 $468. 16
Committec on Government Operations:
Permanent Subcommittee on Investigations. 18 0 136, 149. 63
Subcommittee on Foreign Aid Expenditures, 15 o 101, 089. 52
Committee on Rules and Administration. ... ... 1 1,022.72 0
Select Committee on Standards and Conduct. .. 1 4, 674. 00 0

11.5. HOUSE OF REPRESENTATIVES

Committee on Appropriations. ........cvuuu..
Committee on Armed Services........... R
Committee on Banking and Currency. ........
Committee on Government Operations:
Subcommittee on Executive and Legislative
Reorganization. .........ooiiieiinein
Subcommittee on Foreign Operations and
Government Information. ..............
Subcommittee on Government Activities. ...
Committee on Interstate and Foreign Com-
merce: Special Subcommittee on Investiga-
BOME cioari aaiaa val T we  w  m
Committee on Post Office and Civil Service:
Subcommittee on Manpower Utilization. . . ..
Committee on Un-American Activities.........
Select Committee on Small Business. ...
House Office Building Commission. ...........

JoixT

Joint Committee on Atomic Energy...........
Joint Committee on Internal Revenue Taxation.

12

18 | 21,547.86

150, 098. 22

34 (4] 120, 187. 80
2 0 33, 239, 68
1 0 1,661.52
5 0 19, 241, 48
I 0 131,04
2 0 11,281.68
3| 6,388.80| 31,783.92
1| 5,817.60 0
4 0 3,293.12
4| 6,308.5¢ | 19,087.20
1 0 13, 769, 64
1 0 445. 36

118 | 75,652.24 | 643,927, 97
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REPORTS ON PENDING LEGISLATION

In fiscal year 1966, we furnished at the request of various Committee
Chairmen a total of 374 reports on pending bills. Primary responsibilitv for
the preparation of these reports rests in our General Counsel’s office. The
reports arc prepared on the basis of orizinal legal research augmented by the
advice and comments of our accounting and auditing stafls.

Some bills on which we are asked to report contain provi-ions directly
affecting our operations. (See citations to legislation enacted during the
89th Congress, fiscal year 1966, beginning on page 139 of the appendix.)
Others referred to us may have been designed to correct deficiencies re-
ported by our Office or to implement recommendations made by the Comp-
trolier General. In the case of many others, although not relating directly
to our own operations, we are able through experience with the agencies
concerned and their programs to furnish worthwhile comments to the Con-
gress. These comments usually relate to unanticipated legal effects which
particular Janguage employed in the bill may have, as well as to the opera-
tional, fiscal, and administrative aspects of the proposed legislation.

Examples are our reports to the Senate and House Committees on Gov-
ernment Operations in favor of two bills, H.R. 13200 and S. 3010 which
were vely important to the national transportation economy since they pro-
posed to establish a new Department of Transportation. We suggested
that certain provisions in the bill be clarified to avoid future problems of
interpretation.

In another report to the House Committee on Interstate and Foreign
Commerce on the bill H.R. 8120 which would create the National Capital
Airport Corporation for the operation of the Washington National Airport
and Dulles International Airport, we withdrew an objection we had stated
in reports on previous bills for this purpose. We took the position this year
that, if the strengthening and clarifying amendments which we suggested
were adopted, we believe that the bill, if enacted, would provide Congress
with adequate fiscal control over the Corporation’s programs and financiag
requirements.

In reporting on pending bills we consistently urge, with respect to legis-
lation creating loan or grant programs for specific purposes, that Congress
include provisions under which the administrative agency and the General
Accounting Office will clearly have access to pertinent records of the re-
cipients for the purpose of audit. We consider it a matter of grave im-
portance that the Congress retain for itself the right to review through its
own audit and investigatory agency the manner in which such loan and
grant funds are ultimately used. We are pleased to note that Congress has
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accepted our recommendations in this respect with increasing frequency in
the past few years. (See excerpts from legislation enacted during the 89th
Congress, fiscal year 1966, beginning on page 139 of the appendix.)

Many of the private relief bills considered by the Committees concern
overpayments by the Government, debts due the Government arising out
of contracts, and obligations of accounting and certifying officers for errone-
ous and improper payments. Because we normally have information re-
lating to most of these types of cases the Committees request our comments
on a large percentage of the private velief bills that receive Committee
consideration. This year we reported on 65 such bills.

We collaborated with the Department of Justice in the formulation of
a legislative proposal which was enacted as the Federal Claims Collection
Act of 1966, Public Law 89-508. This act may relieve the legislative bur-
den of Congress with respect to private relief bills to some extent. The act
imposes upon Government agencies the obligation to collect debts due the
United States as a result of their activities, and affords them the flexibility
to compromise claims when compromise is warranted or to suspend or
terminate collection action on claims when it appears that no person liable
on the claim has the financial ability to pay any significant amount on the
claim, or when the cost of collection is likely to exceed the amount of re-
covery. Agencies are not, however, authorized to compromise, suspend,
or terminate collection action on a claim which exceeds a principal amount
of $20,000; nor may they act upon claims where there are indications of
fraud or misrepresentation, or which arise out of antitrust violations.

Collection, compromise, or termination action will be carried out by the
agency under its own regulations and in conformity with standards pro-
mulgated jointly by the Attorney General and the Comptroller
General.

Following is a table showing the number of reports on bills furnished to
the varicus Committees during fiscal year 1966:

Senate: Total
Banking and Currency . . . . . . . . . . 4 44 4. (i}
Commerce . . . . . +© « « « t 4 e e e e e e e e .1
District of Columbia . . . . . . . . . . . . . . . . . 3
Foreign Relations . . . . . . . . & ¢ & & & & & & o 6
Government Operations . . . . . . . . . . . . .« . . . 20
Interior and Insular Affairs . . . . . . . . . . . . . . . 5
Judleinry: o 4 G E % e s G e E o b oa e e v e s 9
Post Office and Civil Serviee . . . . . . . . . . . . . . 11
Public Works . . . . . . . . . . . . . . . . . . . . 3
Rules and Administration . . . . . . . . . . . . . . . 1

185
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House: Tatal
Armed Services . . .« .+ o+ 5 5 s w6 w w8 s s s 4 s 1
Banking and Currency . . . . . . .+ .« 4 0 4 4 4w e a 2
District of Columbia . . . . . . . . « . « . + + . . . 1
Government Operations . . . . . . « + « +« + « .+ . . 54
Interior and Insular Affairs . . . . . . . . . . .+ . . . . 4
Interstate and Foreign Commerce . . . . . . « .+ « + . . . 16
Judiclary . . . . . s s v e w o w a  e w e w ee 68
Merchant Marine and Fisheries . . . . . . . . . . . . . . 20
Post Office and Civil Service . . . . . . . .+ + + + « + . 9
PublicWorks . . . . . . . « « o o v v v o o v v 8
Science and Astronautics . . . . . . 4 4 . s e o0 x4 s s 6

189
Tobal e v v 5 w0 o 5 6o @ o e e AP X 4 cw ® o ow  OTE

ADVISORY ASSISTANCE IN LEGAL AND LEGISLATIVE MATTERS

Our assistance to the Congress in this category is rendered in response to
both formal and informal requests from both Committees and individual
members. Our efforts in this regard usually take the form of assistance in
drafting proposed legislation, or in providing legal advice as to the correct
interpretation to be accorded various provisions of law or departmental
regulations, Besides informal conferences to accomplish this purpose, we
furnished written opinions to Committee Chairmen and members in numer-
ous instances during the year.

Most requests we receive for assistance in drafting legislation are made
informally from Committees or individual members, many times to carry
out recommendations contained in our audit reports to the Congress. Re-
quests may require dralting an entire bill or a special provision to be included
in a bill and sometimes merely appropriate words of definition or
limitation to accomplish a very precise purpcse. Our goal in such cases is
simply to insure that the results intended by the proponents of the legisla-
tion will be achieved and, because of the wide experience and competence
developed by our legal staff through close association with governmental
activities, we feel that our contribution toward this end can be substantial.

During the year, the staffs of the Appropriations Committees requested
our legal advice on many questions concerning the use and availability of
funds. One question, for example, was whether the Department of the
Interior could continue preparation of Bureau of Reclamation feasibility
reports after July 1, 1966, under a proposed continuing resolution, in view
of the provisions of Section 8 of Public Law 89-72, requiring that such re-
ports be specifically authorized by Congress. We concluded that appropria-
tions for the feasibility reports under the continuing resolution would be
sufficient authority within the meaning of Section 8, However, in order
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to preclude any doubt as to the matter we recommended a showing of clear
legislative intent and drafted a suitable explanatory statement for that
purpose.

In essentially the same category, we analyzed certain proposed changes
to the Food and Drug Administration’s regulations for the staff of the
Senate Small Business Committee concerned with the Government’s drug
procurement policies. In another case, at the request of the Chairman of
the Monopoly Snbcommittee, Senate Small Business Committee, we pro-
vided a searching legal discussion concerning the authority of Government
agencies to grant exclusive licenses and dispose of Government property
rights, particularly with regard to patents.

Numerous other examples could be mentioned.

TESTIMONY AT HEARINGS

The Comptroller General or ot .r representatives of the General Ac-
counting Office appeared and testified before congressional Committees
on 28 occasions during fiscal year 1966. The hearings involved a wide range
of subject maucer.

An example of great importance to our own operations is the testimony
our representatives presented before both the House and Senate Committees
on the District of Columbia supporting H.R. 13558, a bill to provide for
regulation and practice of certified public accountants in the District of
Columbia. The bill was enacted as Public Law 89-578, and, under its pro-
visions, experience such as that gained by professional personnel in the Gen-
eral Accounting Office may be accepted as qualifying experience for a
certificate. Since under previously existing law, no Government experience
could be accepted as qualifying in the District, we believe that this recogni-
tion of our work will greatly enhance our programs for recruiting and re-
taining professional acccunting personnel.

The Acting Comptroller General testified at length before the Joint
Committee on the Organization of Congress concerning our operations and,
particularly, the changes and improvements in the Office’s audit activities
since the Comptroller General testified before this Committee’s predecessor
in 1945. The resulting increase of information and services available to
Congress through our Office was emphasized. We discussed with the
Committee also the benefits to be derived from increased oversight coordina-
tion and unified congressional Committee reviews of similar or related
Governmental programs now under cognizance of two or more legislative
Committecs.

A complete list of appearances, including identification of the subject
matter follows:
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Appearances by General Accounting Office Representatives at Congressional Hearings
During Fiscal Year 1966

Committee

Date

U.5. SENATE
Judiciary:
Subcommittee  on  Patents,
Trademarks, and Copyrights.

Banking and Currency:
Subcommittee on Small
Business,

Post Office and Civil Service. . ...

Sclect Committee on Small
Business:
Subcommittee on Government
Procurement.
Appropriations:
Subcommittee on Independent
Offices.
Public Works:
Subcommittee on Buildings
and Grounds.

Finance. .0

District of Columbia:
Subcommittee on Busines: and
Commerce.

Government Operations:
Subcommittee on Foreign
Ald Expenditures.

July 6, 1965

Oct, 11, 1963

Feb. 3, 1966

Mar. 9, 1966

May 16, 1966

May 24, 1966

May 25, 1966

June 1, 1966

June 2, 1966

Subject

Government policy concerning
inventions and patents de-
veloped through Government
financed research and develop-
ment. (S. 789, 8. 1809,

5. 1899 and 8. 1047.)

Sale of Small Business Adminis-
tration loan pool participations
(S. 2499).

Postal Savings Sysiem discon-
tinuance. (S. 1995, H.R.
8030.)

Operation and effectiveness
of Boards of Contract Appeals.

General Accounting Office
budget, 1967.

Extending authority of Post-
master General to enter into
leases of real property for 30
years (S. 3174).

Executive hearing regarding
proposed hospital reimburse-
ment guidelines for the
medicare program.

To provide for regulation of the
professional practice of Certi-
fied Public Accountants in the
District of Columbia (H.R.
13538).

Administration of Pub. Law 480,
Agricultural Trade Develop-
ment and Assistance Act.
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Appearances by General Accounting Office Representatives at Congressional Hearings

Caommittee

Date

During Fiscal ¥ear 1966—Continued

Subjeet

HOUSE OF REPRESENTATIVES

Armed Services........oooiiiins

Government Operations:
Subcommittee on Military
Operations.
Post Office and Civil Service:
Subcommittee on Compensa-
tion.

Government Operations:
Subcommittee on Executive
and Legislative Reorgani-
zation.
Government Operations:
Subrommittee on Executive
and Legislative Reorgani-
zation.

Armed Services:
Subcommittee for Special
Investigations.

District of Columbia:
Subcommittee No. 2. ........

Government Operations:
Subcommittee on Foreign
Operations and Govern-
ment Information.
Post Office and Civil Service:
Subcammittee on Man-
power,
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July 26, 1965

July  8,1965

July 19, 1965

July 21,1965

Sept. 1,1965
Sept. 9, 1963
Jan. 19, 1966
Feb. 3, 1966
Feb. 9, 1966

Exemption of certain contracts
with foreign contractors from
the requirement for an
examination-of-records clause

(H.R. 3041).

Review of GAQ's defense con-
tract audit procedures.

To terminate cost-of-living
allowances for statutory
salaried Federal civilian
employees in nonforeign
areas (H.R. 8390).

To authorize reimbursement
between agency appropriations
(H.R. 6438).

To liberalize the benefits payable
under the Administrative
Expenses Act of 1946, to
civilian employeces when
transferred from one official
station to another (H.R,
10607).

To discuss the review made of
supply management at the
Air Force Eastern Test Range,
Patrick Air Force Base,
Florida.

Ta provide for regulation of
the professional practice of
Certified Pablic Accountants
in the District of Columbia
(H.R. 7624).

Proposed audit in Viet Nam.

Requirements for additional
supergrades in the Federal
Government (S. 2393).
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Appearances by General Accounting Office Representatives at Congressional Hearings

During Fiscal Year 1966—Continued

Committee

HOUSE OF REPRESENTATIVES—
Continued
Judiciary:
Subcommittee Na. 2. ........

Banking and Currency:
Subcommittee on Domestic
Finance.
Appropriations:
Subcommittee on Independ-
ent Offices.
Banking and Currency..........

Government Operations:
Subcommittee on Government
Activities.
Ways and Means. . .............

Judiciary:
Subcommittce No. 2. ........

Post Office and Civil Service:
Subcommittee on Census and
Statistics.

JOINT
Organization of the Congress.....
Economic:
Subcommittee on Federal
Procurcment and
Regulation,

Date

Feb, 24, 1966

Mar. 8, 1966

Mar. 10, 1966

April 1, 1966

April 27, 1966

May 235, 1966

June 9, 1966

June 29, 1966

Aug. 35,1965

Mar. 24, 1966

Subject

To amend the act of Aug. 24,
1935 (Miller Act) to require
certain contractors with the
U.S. to give an affidavit
with respect to payment to
subcontractors. (H.R. 4497
and private relief bill FHLR.
4580.)

Destruction of unfit Federal
Reserve notes (HLR., 5303).

General Accounting Office
budget, 1967.

Sale of Small Business Adminis-
tration loan pool participations
(5. 2499).

Traffic control operations of the
Federal Aviation Agency.

To extend the Renegotiation
Act of 1951 (H.R. 13431).

For the relief of the estate of
Major John W. Roy (H.R.
6033) B-145064.

Electronic Data Processing
Systems in State and local
Governments.

Congressional Reorganization,
Significant matters disclosed in

reports relating to the De-
partment of Defense activities.

RECOMMENDATIONS FOR LEGISLATION IN AUDIT REPORTS

One of the important duties of the Comptroller General under the Budget
and Accounting Act, 1921, is to make recommendations to the Congress

“looking to greater economy and efficiency in public expenditures.”

To
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fulfill this obligation we give careful attention in preparing our audit reports
to the need for legislative action to correct, improve or eliminate uneco-
nomical practices and procedures of the departments and agencies. As
part of our legislative program we discuss these suggestions with staff mem-
bers of the legislative committees having jurisdiction of the subject to obtain
legislation in cither the form recommended or modified as deemed necessary
by the Conumnittees upon furiher study.

Recommendations Made During Current Fiscal Year
Considered Favorably

The [ollowing legislative recommendations made in our reports during
fiscal year 1966 were enacted by the Congress:

1. Payment of self-em ployment tax in installments—We found that if the
Internal Revenue Code (26 U.S.C. 1) was amended to require self-employed
individuals to pay estimated sell-employment taxes on a pay-as-you-go basis
through the tax year, the Internal Revenue Service could improve its admin-
istration of the billing and collection of unpaid taxes and the Government
could save interest on borrowings estimated to be, at a minimum, about $3
million annually.

In a draft report submitted to the Secretary of the Treasury and the Com-
missioner of Internal Revenue in October 1963, we proposed a recommencda-
tion to the Congress that the Code be amended to provide that self-emploved
individuals make an estimate of self-employment taxes payable for the cur-
rent year at the time the taxpayer is required to file a declaration of estimated
income tax and pay the tax in installments during the year.

Our proposed recommendation was made a part of the Administration’s
1966 tax rocommendations to the Congress, and the Congress, subsequent
to issuance of our report, included a provision in Public Law 89-368 requir-
ing the payment of self-employment taxes in installments during taxable
years beginning after December 31, 1966. (Review of Self-Employment
Tax Payment and Collection Practices, Internal Revenue Service, Treasury
Department, B-156154, March 3, 1966.)

2. Lease of FHA-owned houses by Coast Guard as public quarters—We
reported to the Congress that annual savings of about $244,000 could be
realized through the use of houses owned by the Federal Housing Adminis-
tration as Government quarters for certain Coast Guard members who are or
will be assigned to Coast Guard installations in the St. Petersburg and Miami,
Florida, areas.

The Congress included a provision in Public Law 89-381 which provided
that during fiscal years 1967 through and including 1968 the Coast Guard
is authoriz=d to lease existing housing facilities at or near Coast Guard in-
stallations in the United States and Puerto Rico for assignment as public
quarters to military personnel and their dependents, if any. (Potential
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Savings Through the Use of Houses Owned by the Federal Housing Adminis-
tration as Government Quarters for Certain Coast Guard Members in the
St. Petersburg and Miami, Florida, Areas, B-146987, December 17, 1965.)

3. Equitable claim for salary and travel expenses—We reported to the
Congress an equitable claim recommending private relief legislation under
31 U.S.C. 236 for unpaid travel and salary expenses of an appointee to a
Government position. Our recommendation was favorably considered and
enacted as Private Law 89-309.

4. Clarification of entitlement to submarine pay—In another instance
Congress took action to clarify entitlement of off-board based submarine
command staff members to receive incentive pay authorized for submarine
personnel.  The questionable payments were brought to light in an audit
finding of our Office which resulted in a decision by the Comptroller General
holding that under existing law such personnel who do not perform the
majority of their assigned duties on a submarine are not legally entitled to
incentive pay on a continuous basis, Public Law 89-278 approved October
20, 1965, specifies the service requirements on a submarine during underway
operations in order to qualify for incentive pay. (Illegal Payments of Haz-
ardous Duty Submarine Pay to Military Personnel Assigned to Submarine
Force Command Stafts, B-154092, December 22, 1964.)

Prior Year Recommendations Considered Favorably
in Fiscal Year 1966

During the year recommendations made in audit reports in prior vears
also were enacted by the Congress:

L. Centralized management of automatic data processing equipment.—
Our Office has been concerned for several years about automatic data proc-
essing developments in the Federal Government. Our first comprehensive
report on this important activity was submitted in 1958 and a sccond overall
report in 1960, These reports included numerous suggestions to improve
agency automatic data processing programs and Government-wide manage-
ment of the new technology for its most efficient use. Included was a rec-
ommendation that necessary steps be taken to fully coordinate the procure-
ment and utilization of data processing equipment among the Government
agencies. Legislation to accomplish this recommendation by providing for
a centralized management of automatic data processing equipment was
enacted as Public Law 89-306.

2. Discontinuance of Postal Savings System.—We appeared and testified
before the Senate Post Office and Civil Service Committee on legislation
to discontinue the Postal Savings System. This legislation enacted as Public
Law 89-337 carried out recommendations in our audit reports beginning in
1952 when we suggested that the Congress give consideration to the question
of whether the System should be continued.
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3. Requircment for provision in international agreements for better
utilization and convertibility of foreign currencies.—A recommendation
made in our audit reports relating to the use of United States-owned foreign
currencies was adopted by Congress in the form of an amendment to the
Interest Eoualization Tax Extension Act of 1963, enacted as Public Law
89-243 approved October 9, 1965. This amendment, designed to assist
in the balance of payments problem, requires future international agreements
under which foreign currencies accrue to this Country’s credit to contain
provisions permitting greater use and convertibility of such [unds to the
extent deemed necessary by the Secretary of the Treasury. Agreements
under Public Law 480, however, were exempted and the provision was
limited in duration to two vears, the period by which the Interest Equaliza-
tion Tax Act was extended.

We believe, and our reports continue to show, that there is a need for
permanent comprehensive legislation to require that programs generating
foreign currencies for the United States’ use be administered so that to the
maximum extent feasible those currencies are, in fact, available for the
Government's legitimate use.

4. Better utilization of U.S.-owned foreign currencies—As in prior years
the Congress included in the Public Works Appropriation Act, 1966, Public
Law 89-299, Section 508, a provision which we recommended in our report
to the Congress in October 1962 on the administration and utilization of

Inited States-owned foreign currencies by departments and agencies. This
provision penmits “any foreign currencies held by the United States which
have been or may be reserved or set aside for specified programs or activi-
ties of any agency to be carried on the books of the Treasury in unfunded
accounts.” As explained in House Document No. 134, 88th Congress, this
permits foreign currencies on hand to be used for current needs, which
would otherwise require dollars, with such foreign currencies to be raplaced
as needed later, thereby helping to improve the balance of payments
situation.?

5. Excessive interest costs incurred on certain income tax refunds by the
Internal Revenue Service—We reported to the Congress that excessive
interest costs were being incurred by the Government because under pro-
visions of the Internal Revenue Code the Internal Revenue Service could
not, in most cases, make interest-free refunds to taxpayers who either
delaved filing initial tax returns until after preseribed due dates or filed
under granted extensions of time. The Service is currently required to
pay interest at 6 percent per annum from the prescribed due dates of the
returns on overpayments not refunded within 45 days thereof regardless
of whether extensions of time for filing may have been granted or whether
taxpayers delay filing returns until after the expiration of the 43-day period.

' Permanent legislation (Public Law 89-677) accomplishing this purpose was
enacted after the close of the fiscal vear and approved October 15, 1 i
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In view of the increased number of extensions granted, the late filings,
and the substantial interest cost incurred by the Government on refunds,
we recommended that the Congress consider amending section 6611 (e)
of the 195+ Internal Revenue Code to provide that the Service have
available a period of 45 days starting either from the prescribed due date
or from the date of filing the returns, whichever is later, to make interest-
free refunds. We recommended that the amendment further provide that,
where the Service is unable to refund the overpayment within 45 days,
interest at 6 percent per annum should commence with the prescribed due
date of the return or with the date of filing, whichever is later.

Two identical bills, H.R. 11660 and H.R. 11661, directed to this prob-
lem were introduced in October 1965.' (Excessive Interest Costs Incurred
on Certain Income Tax Refunds by the Internal Revenue Service, B-137762,
May 25, 1965; Page 40, Annual Report of the Comptroller General for
fiscal year 1965.)

Recommendations Made During Current Fiscal Year
Not Acted on by Congress

The following are new legislative recommendations made in our audit
reports during fiscal year 1966 which were not acted on by the Congress:

1. Financing the Office of the Government Comptroller of the Virgin
Islands.—Since 1959 the activities of the Office of the Government Comp-
troller have been financed by appropriations made by the Federal Govern-
ment. In view of the substantial increase in net revenues collected by the
United States Treasury on the Virgin Islands products transported to the
United States, which are paid to the Government of the Virgin Islands as
Federal grants, and because the Government Comptroller’s operations pri-
marily benefit the insular government, we stated that the Congress might
wish to consider financing the Office of the Government Comptroller from
the funds which are otherwise transferable to the insular government as
Federal grants.

This recommendation suggests action similar to that taken by Congress
whereby funds derived from internal revenue collections earmarked for
Federal grants to the insular government were used instead of appropriations
from the general fund of the United States Treasury to cover operating
losses of the Virgin Islands Corporation in 1960, 1961, and 1962. (Page 24,
House Report No. 233, 87th Congress; 75 Stat, 263.) (Review of the
Activities of the Office of the Government Comptroller of the Virgin
Islands, B-114808, April 28, 1966.)

' Public Law 89-721, approved November 2, 1966, after the end of fiscal year 1966,
amended scction 6611(e) of the 1954 Internal Revenue Code to provide that no
interest is to be paid with respect to the refund of an overpayment of income tax if
the refund is made within 45 days after the date the return is actually filed.
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2. Recovery of expenditures incurred in the management and operation
of forest enterprises—In 1944 the Department of the Interior established a
policy of deducting a maximum fee of 10 percent of timber sale proceeds
as a means of recovering costs incurred by Burcau of Indian Affairs offices
in the management and operations of Indian forest enterprises.  Since that
time, however, the Department has not increased the stipulated percentage
d~spite a rapidly increasing Federal deficit in the management and operation
of Indian forest enterprises in recent years and despite the fact that on sev-
eral reservations income from forest enterprises was substantial.

Qur review of six selected Indian reservations disclosed that, during the
S-year period ended June 30, 1965, unrecovered ageney office expenditures
totaled over $1.4 million for five of the six selected reservations, even though
the net income accruing to the Indians from these five forest enterprises
totaled over $30 million. We therefore brought the results of our review to
the attention of the Congress in a report issued in March 1966 in the cvent
the Congress wished to express its views on the matter. (Examination Into
Policies for the Recovery of Government Expenditures Incurved in the
Management and Operation of Indian Forest Enterprises, Bureau of Indian
Affirs, B-11486€, March 24, 1966.)

3. dpparently nonessential services provided by State employment
offices.—In three reports to the Congress in recent years we commented on
apparently nonessential services being provided by certain Siate employ-
ment offices.  The most recent of these reports expressed the view that most
of the work of the Wisconsin Teacher Placement Division, which was
clerical in nature and involved the maintenance of teacher credentials,
was not essential to the employment of teachers in view of the abundance
of teaching positions available and open to their selection. We suggested
that these clerical activities be discontinued and the other more essental
teacher placement services be merged into an existing Professional Placement
Division.

The Department did not agree that the activities which we cited were
not appropriate for the expenditure of Faderal funds. Therefore, in view
of the questions raised in connection with this report and the previous reports
as to whether some of the activities being carried out by the public cmploy-
ment service are in harmony with congressional intent, we have suggested
that the Congress may wish to consider the appropriatencss of using Federal
funds to finance the activitics in question. (Potential Savings Through
Consolidation and Reduction of Certain Employment Service Activities
in Wisconsin, Bureau of Employment Security, Department of Labor,
B-133182, dated May 3, 1966.)

4. Need for more positive controls over food donations under Title 11,
P.L. 480.—We found that under Title IT of Public Law 480, the Agency
for International Development granted about 186,000 metric tons of corn
costing over $23,700,000 to the United Arab Republic in December 1961
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on the basis of represcntations made by the United Arab Republic that a
famine would occur as a result of crop failure.

The grant was made without adequate verification of the actual need
for the requested assistance.  Official statistics of the United Arab Repub-
lic, which were subsequently accepted by United States agencies, showed
inat the corn crop had not failed and most of the corn was undelivered
many months after it arrived in Egypt.

In addition, responsible United States agencies did not check on the
distribution of 83 percent of the comn and do not know whether this quan-
tity of corn ever reached intended recipients. The Jimited distribution
checks which were made disclosed that substantial quantities, -vhich the
United Arab Republic had agreed to give to needy people, were soid.

We suggested that the Congress may wish to consider enacting legis-
lation which would require that commodities be donated under Title IT of
Public Law <80 only upon a certification by the United States Chief of
Mission that he k.. veriiied the need for such commodities or upon the
determination by the Secretary of State that such food donations are in
the interests of the United States.

We recommended also that the Congress may wish to consider whether
it would be more appropriate to require that the expense of providing
surplus agricultural commodities to foreign governments to meet United
States foreign policy objectives be met from appropriations made available
to the Department of State or the Agency for International Development,
rather than from Department of Agriculture appropriations. (Question-
able Grant of Corn to the United Arab Republic Under Title II, Agri-
cultural Trade Development and Assistance Act of 1954, B-146820, July
16, 1965.)

5. Displacement of commercial dollar sales of agricultural commodi-
ties.—\e reported to the Congress that United States commercial dollar
sales of tallow to the United Arab Republic have been displaced by sales
of surplus tallow for foreign currency under Title T, Public Law 480, pro-
grams, We estimate that commercial sales totaling about $5.5 million were
displaced between 1962 and 1964 and that under existing agreements, addi-
tional sales were likely to be displaced in 1965. This situation resulted
because United States agencies made increasing amounts of Title 1 surplus
tallow available without establishing realistic commercial import require-
ments for the United Arab Republic. Commercial import requirements
are specified in each Public Law 480 sales agreement as a means of ensuring
that Title I sales do not displace normal commercial sales.

We suggested that the Congress may wish to clarify the provisions of
Public Law 480 to express more specifically its intentions regarding the
displacement of United States commercial sales by Public Law 480 programs
for foreign policy considerations. (Displacement of Commercial Dollar Sales
of Tallow to the United Arab Republic, B-156922, July 20, 1965. See also
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the classified report: Effects of Foreign Currency Sales on Commercial
Sales of Wheat to the United Arab Republic, B-157438, March 11, 1966.)

6. Contributions for the birational educational exchange program.—
The Mutual Educational and Cultural Exchange Act of 1961 provides that
foreign governments shall be encouraged to participate to the maximum
extent feasible in carrying out the act and to contribute funds, property, and
services for carrying out the purposes of the act. One of the purposes of the
act is carried out by means of the binational educational exchange program.

The Department of State, on the whole, has had only limited success thus
far in obtaining financial participation in the binational educational ex-
change program by other countries. We believe that, in part, there has
been a lack of timely action by the Depariment, since enactment of the
Mutual Educational and Cultural Exchange Act in September 1961, to
cncourage participation by countries sharing in the benefits of the program.
The limited success in obtaining financial participation appears to be par-
ticularly noteworthy with regard to the relatively prosperons countries of
Western Europe.

Subsequent to the completion of cor review, the Department announced
a poliey to nurture, develop, and negotiate arrangements wherein contribu-
tions by foreign governments and forcign private donors for financing educa-
tional and cultural activities will be maximized.

We suggested that the Congress may wish to consider with the Depart-
ment the actual success achieved under this new policy and, if needed, to
suggest more specific criteria for expediting financial participation by other
countries to the maximum extent feasible.  (Liinited Success 'n Obtaining
Contributiens for the Binational Educational Exchange Program, B-145541,
April 29, 1966.)

7. Reduction in dollar outflow possible through use of American-made
building materials in embassy and related construction projects—We re-
ported to the Congress that our examination into selected purchases of
beiling materials for embassy and related construction projects overseas
disclose ! a number of instances where foreign-made materials were used
in lieu of American-made materials. Purchases of forcign-made materials
with noaexcess foreign currencies or dollars have an adverse effect on the
United Siates balance-of-payments.

In corimenting on our draft report, the Department advised us by letter
dated December 29, 1963, that it was in general agreement with our findings
and with the conclusions reached and stated that it had undertaken to re-
view and alter the policies leading to a greater use of American-manufac-
tured products within the limits of practicality in contracts executed after
March 1. 1966.

We suggested that the Congress may wish to consider changing the lan-
cuage used in the annual appropriation act to the effect that the use of
foreign currencies for constructing and operating foreign buildings is made
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mandatory only in those instances where such usage will be beneficial to
the United States balance-of-payments. (Reduction in Dollar Outflow
Possible Through More Extensive Use of American-Made Building
Materials in Embassy and Related Construction Projects, B-138662,
Aprir 29, 1966.)

8. Reemployment leave travel benefits—Civil Service employees in
Alaska and Hawaii —We reported to the Congress that certain civilian
employees in Alaska and Hawaii were obtaining reemployment leave travel
benefits on the basis of administrative determinations which appeared to
be questionable.

Under the law the Government pays the expenses of round-trip travel
of certain employees and the transportation of their immediate families
from their posts of duty in Alaska or Hawaii to their designated residences at
time of appointment or transier, for the purpose of taking leave between
tours of duty. These benefits are provided to attract employees with needed
skills to duty posts outside the continental United States and to induce them
to extend their duty tours at such posts.

We found that many Federal employees were obtaining these travel
benefits although they had lived for many years in, had registered to vote in,
and had bought homes in Alaska or Hawail. Under existing laws, these
employees, because they were considered to be nonresidents of Alaska or
Hawaii at the time of their appointment or transfer, are permancntly en-
titled to reemployment travel benefits; whereas employees who are consid-
ered to be permanent residents of Alaska or Hawaii when they are hired
are not entitled to these benefits.

Although entitlement to reemployment leave travel benefits is based
upon the employees’ actual residence at the time of appointment or transfer,
the implementing Burcau of the Budget regulations do not define actual
vesidence. As a result meny employees are obtaining benefits on the basis
of administrative determinations which appear to be questionable. We
recommended that the Bureau of the Budget specifv criteria for determining
“actual residence at the time of appointment or transfer” for the guidance
of administrative personnel responsible for determining the entitlement of
emplovees to reemployment leave travel benefits.

We also suggested that, because conditions affecting recruitment and
retention of Civil Service employees in Alaska and Hawaii have changed
since enactment of the legislation providing for reemployment leave travel
benefits and because there is no provision for terminating such benefits in
the light of changed conditions, the Congress might wish to consider legis-
lation providing for discontinuing reemployment leave travel benefits when
they are no longer appropiiate.  (Reemployment Leave Travei Benefits
Granted Certain Civil Service Employees in States of Alaska and Hawaii,
Department of Defense and Other Government Agencies, B-122796, April
21, 1966.)
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9. Assignment of enlisted personnel to nonmilitary activities—We re-
norted to the Congress that our review indicated that the Army, Navy, and
Air Force were using about 9,000 enlisted personnel in nonmilitary activities,
such as officers’ and noncommissioned officers’ clubs, hobby shops, bowling
alleys, golf courses, and commissary sales stores, rather than employing
civilians. We estimated that these enlisted personne] received about $40.5
million annually in pay and allowances. In our report we suggested that
the Congress might wish to consider the desirability of establishing legislative
guidelines concerning the employment of enlisted personnel in the type of
activities in question,

After completion of our review the Secretary of Defense announced a
major new program to speed up the reassignment of military personnel who
were assigned to noncombat support-type activities. On July 15, 1966, the
Chairman, Subcommittee on Manpower, House Committee on Post Office
and Civil Service, announced that he had been informed by the Assistant
Secretary of Defense for Manpower that the Department of Defense was
in the process of replacing about 3,500 military personnel with civilians in
commissary stores, officers’ clubs, bowling alleys, goll courses, theatres, etc.,
and that this substitution was in addition to a program, started last year
largely at the request of the Subcommittee, whereby 74,000 military person-
nel were being replaced in support-type jobs with 60,500 civilians.

The Chairman stated that the Department of Defense expected the sub-
stitution of the 3,500 military personnel with civilians to be completed by
December 1967 and that, at that time, a review would be made by Defense
Manpower officials to determine the need for continuing the use of military
trained personnel in about 10,800 civilian-type jobs in commissary stores and
welfare and recreation activities. The Chainnman pointed out that this
action reflects the results of the General Accounting Office study and the
continued efforts of the Subcommittee. We feel, however, that because of
the continuing nature of this problem Congress still may wish to consider
establishing stronger guidelines governing such assignments. (Review of
the Assignment of Enlisted Personnel to Nonmilitary Activities, B-146890,
December 27, 1965.)

Restatement of Prior Year Recommendations Noi
Acted on by Congress

There are several legislative recommendations made in our audit reports
of prior years which we feel still warrant favorable consideration by the
Congress and on which no action has been taken:

1. Free medical service to Public Health Service field employees—We
suggested that the Congress may wish to consider amending section 322
(a) (7) of the Public Health Service Act to (1) discontinue the authority for
furnishing medical services without charge to Public Health Service civilian
field employees at locations where private medical care is available and (2)
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provide for furnishing such services on a reimbursable basis to employees at
isolated locations where there is a lack of private medical facilities and serv-
ices. { Need to Consider Modification of Law Relating to Medical Services
Furnished Without Charge to Civilian Field Employees of the Public
Health Service, Department of Health, Education, and Welfare, p. 8, B-
135038, April 27, 1963 ; Page 36, Annual Report of the Gomptroller General
for fiscal year 1963.)

2. Rental rates paid to fourth-class postmasters—We recommended that
the Congress give consideration to the enactment of legislation requiring
the Postmaster General to negotiate fair rental agreements with postmasters
of fourth-class post offices having 18 or more revenue units, when they
furnish space and utilities at the request of the Department, or to prescribe
some other method of paying for these items which would be more economi-
cal and equitable than the present system.  We also recommended that the
Post Office Department be required to make a study of the advisability of
changing the method of establishing the rental paid to postmasters of fourth-
class post offices having less than 18 revenue units, (Substantial Savings
Available Through Change in Method of Obtaining Space and Utilities for
Small Post Offices, B-85584, June 3, 1965; Page 39, Annual Report of the
Cowptroller General of the United States for fiscal year 1965.)

3. Repeal of mandatory bonding requirements for Federal employees—
We recommended that the Congress enact legislation which would repeal
the mandatory requirements for fidelity bonding and require each agency
to absorb any fidelity losses incurred. A bill to accomplish the objective
of our recommendation, H.R. 11900, 87th Congress, Second Session, was
introduced in May 1962 but was opposed by the Post Office Department.

We reviewed the Department’s objections but because we believed that
savings of about $190,000 annually, of which about $128,000 would apply
to the Post Office Department, could be achieved we again recommended
that the Congress give consideration to rep-aling the mandatory require-
rents for bonding of Federal employees and requiring each agency to
absorb its own fidelity losses. (Review of Bonding Program for Employees
of the Federal Government, B-8201, March 29, 1962. Potential Savings
to the Govermment if Bonding of Federal Employees is Discontinued,
B-8201, December 30, 1964; Page 39-40, Annual Report of the Comp-
troller General of the United States for fiscal year 1965.)

4. Exemption of U.S.-owned vehiles from D.C. regi.‘ration, titling, and
inspection requirements—We recommended that the Congress consider
enacting legislation amending title 40 of the District of Golumbia Code to
exempt vehicles owned by the Federal Goverrunent and by the District of
Columbia from the requirements for registration, titling, and inspection.
Savings could be attained by the Federal Government and the District of
Columbia if requirements for registration, titling, and inspection of ap-
proximately 5,800 Government-owned motor vehicles based in Washington,
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D.C,, were eliminated. (Potential Savings by Elimination of the Requive-
ments for Registration, Titling, and Inspection of Government-owned
Motor Vehicles Based in Washington, D.C., p. 14, B-146974, March 8.
1965; Page 4041, Annual Report of the Comptroller General for fisral vear
1965.)

3. Gost of groviding retirement disability and compensation benefits for
Federal Deposit Insurance Gorporation employees.—We recommended that
the Federal Deposit Insurance Act be amended to require the Federal De-
posit Insurance Corporation to assume all costs of providing retirement,
disability, and compensation benefits for its employees and that the require-
ment for an annual audit by the General Accounting Office be changed
from a fiscal year to a calendar year basis.

Proposed draft legislation, supported by the Federal Deposit Insurance

- Corporation, incorporating these recommendations and providing that the
Corporation pay interest on certain specifically recommended payments to
the civil service retirement and disability fund and to the employees’ com-
pensation fund was considered by the Banking and Currency Committee
of the House of Representatives (88th Cong., 2d sess.) ; however, it did
not come before the Congress for action prior to adjournment of that session
of the Congress. The proposed legislation was not introduced during the
89th Congress. (Audit of Federal Deposit Insurance Corporation Year
Ended June 30, 1963, B-114831, February 7, 1964, and Audit of Federal
Deposit Insurance Corporation Year Ended June 30, 1964, B-114831,
February 28, 1966.)

6. Unemployment compensation payments to former civilian employees
and ex-servicemen—We suggested that the Congress consider enacting
Federal legislation to prevent the payment of a second series of unemploy-
ment benefits to former Federal civilian employees and ex-servicemen, as
well as former employees of private industry, based on one termination of
employment. Such payments are made because of the method used by 22
States in obtaining earnings information from employers, A provision in
section 121(a) of H.R. 15119, 89th Congress, required that as a condition
for the approval of State laws by the Secretary of Labor the State laws must
provide that an individual who has received benefits during his benefit
vear be required to have worked since the beginning of that benefit year in
order to qualify for benefits in a succeeding year.

H.R. 15119 was passed by the House of Representatives and passed the
Senate with amendments not relating to this provision. However, the
differences between the twe versions of H.R. 15119 were not resolved and
the bill was not enacted into law in the Eighty-ninth Congress. (Unem-
ployment Compensation Payments to Former Federal Civilian Emplovees
and Ex-Servicemen for More Than One Benefit Year Based Upon Only
One Termination of Employment, Department of Labor, p. 24, B-133283,
June 7, 1963.)
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CHAPTER THREE

Assistance on Improvement of Agency
Mmmgemem Practices

An important part of the work of the General Accounting Office is pro-
viding assistance to the agencies of the Governmient in bringing about
greater effectiveness, efficiency, and economy in the conduct of their pro-
grams and activities. Such assistance is rendered principally in the form
of (1) performance of audit work culminating in findings and recommen-
dations to agency officials, (2) cooperation in the development of improved
financial management systems, (3) promulgation of principles, standards,
policies, and procedures, (4) consulting advice in acquiring and using
automatic data processing systems, (5) advisory assistance in traffic and
transportation problems, (6) settling claims, and (7) legal decisions and
advice.

This chapter is concerned primarily with our assistance to the agencies
in the area of accounting and other aspects of financial management. Our
assistance in other areas of management are discussed in chapters 4 through
7 with regard to findings and recommendations for corrective action result-
ing from our audit work and chapters 8 through 10 with regard to our
assistance in the areas of transportation, claims, and legal services,

ASSISTANCE IN THE IMPROVEMENT OF FINANCIAL MANAGEMENT

The ever-increasing scope, complexity, and cost of the Government’s
activities increases the importance of the development and maintenance of
sound financial management systems. The Government’s annual expendi-
tures are now running it a rate in excess of $125 billion. New programs
have been developed to broaden educational opportunities, to develop
economically depressed areas of the Nation, to help finance health services
and medical care, and to launch a concerted attack on poverty,

The growth of these and other programs and the related decentraliza-
tion of activitics adds to the responsibilities of the Government's managers.
Thus, the managers in Federal service need all available tools to help them
administer Federal programs and funds effectively and economically and in
accord with the intent of the Congress.
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One very important management tool is an adequate accounting system
designed to provide control over funds, property, and other assets; current
cost information on operations; and other information of value to manage-
ment officials. The availability of reliable cost information, particularly
when related to assignments of management responsibility, is also of great
value in promoting in responsible officials and employees desirable attitucles
of cost consciousness which are so important to conducting Government
operations economically.

Although it is not feasible, because of the many ramifications involved,
to estimate the potential savings that could be realized by developing ade-
quate accounting systems, the savings should be very substantial. Their
attainment certainly warrants the unreimtting efforts of all agency officials.

Our accounting and auditing staffs are under instructions to place
greater emphasis on financial management improvement work and on
cooperating with the Federal dzpartments and agencies in the development
of their accounting systeins.

It must be kept in mind, Lowever, that the head of each executive agency
is responsible, inherently and as provided by law, for establishing and main-
taining adequate accounting systems. It is not our purpose in lending
cooperative assistance to replace agency staffs in the design, development,
and revision of their systems. It is not our job to write agency manuals or
procedural instructions. In carrving out our cooperative assistance re-
sponsibilities, it is our policy to:

1. Develop a continuing day-to-day working relationship with agency
officials and staffs to facilitate our cooperative systems development
efforts,

2 Keep currently well informed on what improvement efforts each

agency is making.

Identify for the agency head, or his designated official, the specific

arcas in which we believe improvements need to be made.

4. Work closely enough with agency officials and their staffs to enable

us to reach a common understanding of the concepts of the account-

ing system to be developed.

Provide technical assistance and guidance as needed in the design

and development of agency accounting systems and furnish advice

on obtaining professional consulting assistance where necessary to

initiate or expedite systems development work.

6. Be available at all times to encourage improvement efforts and to
help resolve problems,

7. Communicate with the agency officials on problems being encount-

5]

@

ered as they are identified and work with the agency stafls on a con-
tinuing basis on their solutions.
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8. Advisc agency officials on any need for stall training, as determined
through our obscrvations and experience gained in working with
the staffs of the agencies.

9. Cooperate with the agencies and the Civil Service Commission in
developing and conducting Governmeni-wide training programs in
the field of financial management.

Joint Financial Management Improvement Program

The General Accounting Office relationship with the Bureau of the
Budget and the Treasury Department has played a major part in the devel-
opment of much of the Government's basic financial management legisla-
tion. We all have the same goal—efficient Government within the laws
enacted by the Congress. By working together in the area of financial
management improvement, a more cffective contribution can be made to
the achievement of this goal.

General Accounting Office representatives have continued to participate
in the Joint Financial Management Improvement Program—a coopera-
tive program endorsed by the Congress in the Budget and Accounting Pro-
cedures Act of 1950. The Program is a Government-wide cooperative
effort of all agencics under the joint leadership of the Comptroller General
of the United States, the Secretary of the Treasury, and the Director of
the Bureau of the Budget to establish and maintain systems of financial
management for maximum usefulness throughout the Federal Government.
A report highlighting improvement activities under the Program is pre-
pared annually.

Recent annual reports on the Joint Financial Management Improve-
ment Program have stated that, while much progress has been made under
the Program, much remains to be done. On May 9, 1966, the Comptroller
General met with the Sceretary of the Treasury and the Dirvector of the
Bureau of the Budget to consider ways of reinvigorating the Program. The
Chairman of the Civil Service Commission also participated in this meet-
ing and will be invited to future meetings since more direct participation
of the Commission in this Program is desirable.

Competent financial management employees are needed in the Federal
agencies to improve and maintain financial management systems that are
adequate to the needs of our increasingly complex Government. The short-
age of qualified and trained staff is one of the most pressing problems. The
more direct association of the Civii Service Commission with the Joint
Program will enable that agency to be better informed as to the recruit-
ment and waining needs of the Federal agencies for financial management
personnel and thereby be in a better position to assist in meeting thesz needs.

A very important ingredient to progress under this kind of program is the
support of the top management. On May 24, 1966, the President issued
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a statement to the heads of Federal departments and azencies specifically
requesting them to take the following immediate actions:

@ Insure that the system of accounting and internal control in their agen-
cies meets management needs and conforms to the principles, standards,
and related requirements prescribed by the Comptroller General.

® Work with the Civil Service Commission in developing a more vigorous
program for recruiting and developing the professional personnel to de-
sign and operate effective financial management systems.

© Assure that financial reports and cost data provide adequate support for
the planning-programming-budgeting system.

® See that the agencies’ managers are given the basic tools they need—
responsibility-centered cost-based operating budgets and financial re-
ports—for setting and achieving maximum cost reduction goals.

The President’s direct support is a very important factor in the luture
cowrse of financial management improvement work and the effect of this
memorandum will be felt for some time to come.

Cooperative Work With the Agencies on the Development
of Accounting Systems

During the fiscal year we significantly increased our review and coopera-
tive assistance efforts in the development and implementation of adequate
agency financial management systems. As a part of these efforts, specific
attention was given, through advice and guidance, to encouraging agencies
to expedite the development of adequate accounting and reporting systems
as an integral part of the over-all plan of financial management so as to
achieve the objectives for Federal agency accounting prescribed by the
Congress. This work is done pursuant to section 112 of the Budget and
Accounting Procedures Act of 1950, which states in part that:

“The General Accounting Office shall cooperate with the executive agencies in the
development of their accounting systems ¥ * #2

“Such accounting systems shall be approved by the Comptroller General when deemed
by him to be adequate and in conformity with the principles, standards, and related
requirements prescribed by him.”

“The General Accounting Office shall from time to time review the accounting systems
of the executive agencies * * *»

Two years ago, the Executive and Legislative Reorganization Subcom-
mittee of the House Government Operations Committee became interested
in the results attained under the Budget and Accounting Procedures Act of
1950. Their interest was stimulated by the Comptroller General's letter of
May 19, 1964, which focused attention on the lagging progress in developing
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agency accounting systems to the point where they could be approved by our
Office.

In 1964, the Committee held hearings for the purpose of obtaining infor-
mation about the lack of progress under the act and why so {ew agencies had
approved accounting systems,  Based on these hearings, the Committee
issued a report in March 1963 containing recommendations for increased
action by the General Accounting Office, the Burcau of the Budget, the Civil
Service Commission, and the agencies themselves.

The Committee specifically recommended that our Office vigorously and
expediticusly implement our announced plan to intensify our review of
agency accounting systems and make reports on such reviews to the Con-
gress. The Committee also recommended that we undertake to assist and
encourage the agencies, through personal cfforts of our staff, to expedite the
development of their accounting systems to the degree necessary to obtain
approval,

During the latter part of the fiscal year, the Comptroller General held
a series of meetings with top officials of several major departments and
agencies to review the status of their financial management improvement
work and to urge prompt attention to positive, affirmative, and constructive
action to actually achieve the development of an adequate financial manage-
ment system.

One major organization step taken in June 1966 to strengthen our efforts
in the financial management area was the creation of a separate manage-
ment control systems group within the Defense Accounting and Auditing
Division, to be responsible for our cooperative and review efforts regarding
planning, programming, budgeting and accounting systems in the Depart-
ment of Defense and in the Departments of the Army, Navy, and Air Force.
This organizational arrangement will provide a focal point within the Office
which can devote its efforts primarily to the financial management improve-
ment program as it relates to all parts of the Departinent of Defense.

Review and Approval of Agency Accounting Systems

Our approval of an accounting system submitted by an agency is based
on, among other things, a test of the operation of the system to the extent
necessary to establish whether the system is adequate and conforms in all
material aspects with our prescribed principles and standards. Our gen-
eral practice is to submit reports on the results of our reviews of financial
management activities to the Congress or, depending on the nature of our
findings, to agency officials. During the 2 years ended June 30, 1966, we
issued 26 reports to the Congress and 40 reports 10 agency officials, which
contain comments on accounting systems matters. We also submitted
24 reports to the Congress during the same period which contain comments
on agency internal audit activities,
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After au agency's accounting system is approved, we have the continuing
task of providing consultative assistance on further refinements and of re-
viewing approved systems from time to time to evaluate their continued
usefulness.

The procedures to be followed by agencies in obtaining approval of their
accounting systems are set forth in title 2 of the “General Accounting Office
Policy and Procedures Manual for Guidance of Federal Agencies.” At
June 30, 1966, the accounting systems of 55 organizational entities among the
civil departments and agencies had been approved. In addition, approvals
are outstanding on 11 parts or segments of systems, covering such operations
as payroll and property accounting, in other entities among the civil de-
partments and agencies where the complete system has not yet been ap-
proved. When a complete system is approved, then any prior approvals of
segments are dropped from our count of systems segments. The only com-
plete accounting system approved in the Department of Defense is the sys-
tem employed by the Corps of Engineers for the civil functions of the De-
partment of the Army.

During the fiscal vear 1966 the General Accounting Office had under re-
view 38 complete and 6 parts or segments of systems submitted by civil
departments and agencies. Four complete systems were approved during
the year and 18 complete systems (5 of which were subsequently resub-
mitted during the vear} and one partial system were returned to the agen-
cies for further development. At the end of the year 21 complete and
5 segments of systems submitted for approval were in various stages of re-
view. There is included in the appendix, beginning on page 247, a tabula-
tion of the accounting systems of the civilian agencies of the Government
showing current status ol approval of systems submitted or target dates es-
tablished by agency officials for later submission of systems to the Comptrol-
ler General for approval.

The Prescribing of Accounting Principles and Standards

One of the important accounting responsibilities assigned to us by law
is the prescribing of accounting principles and standards to be followed by
the executive agencies in establishing and maintaining their accounting
systems. The first comprehensive statement of these principles and
standards. issued in accordance with this requirement, was released in 1952.

Because the establishment of accounting principles and standards is not
a one-time action, revisions and additions must be made from time to time
to reflect benefits gained from experience, evolution in financial manage-
ment techniques, and the requirements of newly enacted legislation. A
restaternent of the accounting principles and standards prescribed by the
Comptroller General was issued on June 30, 1965, as title 2 of the General
Accounting Office Manual for Guidance of Federal Agencies.
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The several purposes of the restatement were to consolidate into one
comprehensive statement pronouncements made in different documents
over the years, to clarify the statement of principles where experience
indicated a need, to make the stated principles and standards more specific,
to incorporate statements of principle on matters not previously covered,
and to revamp the organization of the statement to produce a more cohesive
document. The restatement of title 7, Standardized Fiscal Procedures, in
terms of principles and standards was in process at the end of the fiscal
year.

In April of this fiscal year, a review guide designed as a convenient mech-
anism for systematically considering or reviewing an accounting system in
relation to our prescribed principles and standards was issued for the use of
the departments and agencies. The principal purpose of the review guide is
to provide additional assistance to Federal agencies in developing their
accounting svstems to the point where they are adequate and in conformity
with our principles and standards.

Other Factors Affecting Accounting Systems Developmeni

Two other major factors should be mentioned because of their impact on
the future development of adequate accounting systems in the Federal
departments and agencies.

First, about a year ago, the President directed the development of an
integrated planning-programming-vudgeting system in the agencies of the
executive branch.  He placed emphasis on the importance of “high quality,
business-type information systems.” This system requires the use of realistic
cost information in making estimates of future costs and in appraising current
performance against approved plans.

Thus, this system has given added and renewed strength to the primary
objectives of Federal agency accounting which are set forth in the Budget and
Accounting Act of 1950.

Second, the widespread use of computers and other high-speed equipment
ias speeded up the processing and analysis of financial and other data for
use by managers. Such equipment has made possible the combination
and breakdown of data which have added significantly to the quality of the
cost information essential to keeping top officials informed, in both financial
and nonfinancial terms, about the status of their operations in relation to
plans, objectives, and targets.

AUTOMATIC DATA PROCESSING IN THE FEDERAL GOVERNMENT
The acquisition and installation of automatic data processing systems
by Federal Government agencies are still increasing at a rapid rate. During

the past year over 400 additional computers were applied to a wide range of
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operations throughout the Government. The August 1966 Burcau of the
Budget inventory of automatic data processing equipment shows that 2,623
computers were on hand as of June 30, 1966, compared to 2,188 in use
at the close of fiscal year 1963 and 1,326 as of June 30, 1963. These totals
mnclude computers used in business management functions and scientific and
engineering programs but are exclusive of equipment used for tactical,
intelligence, and other classified purposes.

Over a 3-year period the inventory of installed computers has almost
doubled and the use of automatic data processing systems in carrying out
Federal Government functions has had a significant impact on operations
in almost every major agency of the Government.

Of the 2.623 computers on hand at the end of June 1966, 1.967 were
installed in the Department of Defense and 656 in civil agencies. In the De-
partment of Defense, the principal business applications of electronic equip-
ment continue to be in supply and logistics programs and related financial
management operations. In these Defense supply management activities
computer systems are now processing millions of transactions monthly in
inventory control, distribution, cataloging, requirements forecasting, and
financial accounting operations. Extensive conununication networks have
been established to transmit data between using organizations and computer
centers. In addition, small-scale computers have been installed more ex-
tensively throughout field organizations for base-level operations.

In the civilian agencies many of the large-scule automatic data processing
programs are of the single-purpose type where voluminous paperwork and
related data processing operations are part of major accounting, statistizal,
and agency program operations.

Some of these major programs are as follows:

1. Wage record processing, benefit payment activities, and medicare
operations in the Social Security Administration.
. Savings bond ¢ :counting and auditing operatiens in the Burcau
of the Public Debt of the Treasury Department.
3. U. 8. Treasuwry check issuance, payment. and reconciliation
operations.
4. Benefit pavinenmt and insuwrance accounting operations of the Vet-

2

crans Administration.
3. Inventory accounting operations in the commodity programs of the
Department of Agriculture.
6. Statistical activities of the Census Bureau.
7. Post Office money order and payroll and accounting operations.
8. Internal Revenue income tax processing in the Treasury Department.
In many of the programs, in both the Defense and civilian agencies.
there has been a continuation of the trend toward more centralization of
data processing operations. Also, there has been an increase in the inter-
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change of .nagnetic tape records between Government mutomatic data
processing svstems and between Government and industry automatic data
processing systems.  In addition, numerous programs have besn established
to provide for the use of source data automation techniques to autsmatically
capture data at the source of origin.  Also, several pre ~rams have been
organized to provide for the establishment of data banks containing ac-
cumulations of specific data files in electronic systems which will then be
available for use in analysis systems and in information retricval svstems.

The General Accounting Office, as part of its continuing operations,
provides advice and assistance to Federal agencies and to the Congress
with respect to the acquisition, utilization, and management of automatic
data processing systems.  Also, in carrying out our review and evaluation
responsibilities in this ficld, we assist agencies by reviewing with agency
officials problems encountered during our audits relating to the planning for
and the use of such systemns.

In addition to advising and assisting individual Govermment agencies,
we have, as a result of our continuing studies in this field, made recom-
mendations which were directed at achieving improvements in the manage-
ment and administration of automatic data processing facilities on a
Government-wide basis.

These studies are being made as a follow-up to our earlier Government-
wide studies that were the subject of comprehensive reports to the Congress
in June 1958 and December 1960. Copies of these reports were widely
distributed to Government agencies to assist them in the development of
their automatic data processing programs. Also, from a Government-wide
standpoint, these reports called attention to the need for improvement in
the management and utilization of automatic data processing resources in
the Federal Government. Our most recent Government-wide report was
issued to the Congress on August 31, 1965, This report contained our
views on the Bureau of the Budget's report on the management of auto-
matic data processing in the Federal Government which was approved
by the President and transmitted to the Congress on March 2, 1965.

In our report we pointed out that we consider the Bureau's report to be
a useful document for highlighting many of the automatic data processing
management problems requiring attention in the interests of achieving
greater cfficiency, economy, and effectiveness in the application of public
funds.

During the past year we also provided assistance to the Congress in con-
nection with congressional consideration of LR, 4845, a bill to authorize the
Administrator of the General Services Administration to coordinate and
otherwise provide for the economic and efficient purchase, lease, mainte-
nance, operation, and utilization of automatic data processing equipment
by Federal departments and agencies. This bill was enacted into law as
of October 30, 1965 (Public Law 89-306, October 30, 1963).
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CHAPTER FOUR

Audit of Civil ()pemtz'ous and Programs

Audits of operations and programs of the civil departments and agencies
in the executive branch are performed by the Civil Accounting and \udit-
ing Division. This Division also make audits of financial transactions of
certain organizations of the judicial and legislative branches. For a com-
plete list of the departments and agencies subject to audit by the General
Accounting Office and the nature of the audit work performed in each, see
page 147 of the appendix.

Our work during the year was directed primarily to those agency opera-
tions and programs having major significance and evidence of interest to
the Congress. Where appropriate, we also made concurrent and coordinated
reviews of selected phases of research and development, construction, and
other matters of a Governiment-wide nature or related to more than one de-
partment or agency. Several of these reviews originated with congres-
sional requests.

Specific matters of congressional origin in the area of research and de-
velopment included federally financed travel, federally financed research
in foreign countries, progress reporting, and the publication of abstracts of
scientific reports. We also made studies at congressional reques* of obliga-
tions or actuarial liabilities on certain annuity and insurance programs, fed-
erally sponsored independent audits, and alleged religious favoritism in
allocating Federal grant funds.

At the close of the fiscal year, we had completed a survey of architect-
engineering services and of inspection and testing procedures in the use
of concrete in construction projects. Also, at the close of the year, we were
engaged in a Government-wide review of compliance with the 6 percent
statutory limitations on architect-engineering services, pursuant to a con-
gressional request.

As a result of our work in the civil departments and agencies during the
fiscal year 1966, performed at 1567 locations, we submitted 109 reports
to the Congress and 89 reports to comunittees or individual Members of
the Congress in response to inquirics on specific subjects. We also sub-
mitted 298 reports to agency officials at headquarters offices or to local
agency officials, These reports are listed beginning on page 150 of the
appendix to this report. Our reports o the Congress are described in the
appendix beginning on page 176.

Collections and other measurable financial savings resulting from our
work in the civil departments and agencies during the year totaled $835,670
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and $53.253,000, respectively (see pages 260 through 265 of the appendix
of this report).

The highlights of our work and the more significant results therefrom are
summarized below.

DEPARTMENT OF AGRICULTURE

Our reviews of operations and programs of the various agencies and of-
fices of the Department of Agriculture were carried out at the central offices
in Washington, D.C,, and at 118 field offices.

We submitted 11 reports to the Congress during the year. In addition,
we submitted 8 reports to committees or to Members of the Congress on re-
views made at their request or in response to inquiries on specific subjects,
Seventeen reports were issued to agency headquarters officials, and 18 re-
ports were issued to the heads of agency field installations.

Selected reports and accomplishments resulting from our audit work in
the Department of Agriculture are commented on briefly below.

In May 1965, following our review of the manner in which the Com-
modity Credit Corporation established grain storage rates to be paid for the
1964-65 storage year under the reseal loan program—a program for farm
storage of grain retamed under price-support loans beyond the original period
of the loans—the Department announced new storage rates for grain stored
in warehouses under the Uniform Grain Storage Agreement and stated that
the new rates applied also to grain in farm storage under reseal price-support
loans. We estimated that the new rates, which were lower than the previous
rates for farm storage, would result in savings of approximately $9.2 mil-
lion during the 1965-66 storage year. The action taken by the Department
was consistent with our proposals. We reported to the Congress on this
matter in August 1965.

The results of our reviews of selected activities under the Agricultural
Trade Development and Assistance Act of 1954 (Public Law 480) are
commented on in Chapter Six, Audit of International Operations and
Programs.

In two reports issued to the Congress on the activities of the Farmers
Home Administration {FHA), we showed examples where FHA did not
follow its policies and instructions which were promulgated to implement
the intent of applicable laws that loan programs be administered in such
a manner that they will not supplant or compete with credit available from
private or cooperative sources.

In one report, submitted in January 1966, we noted loans made to appli-
cants who might have been able to obtain suitable financing elsewhere than
from FH\. In the other report, issued in May 1966, we noted that it
appeared that certain borrowers could have refinanced their existing FHA
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loans with other credit sources at suitable rates, but that FFA had not
requested them to do so.  In line with our recommendations and proposals,
FHA issued new procedural instructions which, if properly implemented,
should ensure that available financing [rom private and cooperative crediz
sources will be used to the maximum extent possible in lieu of FHA
minimum.

In March 1966, we submitted a report to the Congress in which we
said that we estimated that the Government had incurred losses in timber
sale revenues of about $80,000 for sales made at appraised value {min-
imum acceptable price) and as much as $330,000 for sales both at and above
appraised value during a 2-year period, because Forest Service officials
delayed Z years in taking cffective action to correct certain practices used by
private scaling burcaus for measuring national forest timber sold by the
Forest Service. Also, the Forest Service had not taken effective action
to obtain complete revision of other undesirable bureau measuring practices.

The Forest Service agreed with our recommendation that, in the future,
if it is unsuccessful in achieving necessary changes in scaling bureau pro-
cedures for the measuring of timber or there are unreasonable delays in
achieving such changes, action should be taken to discontinue, as soon as
practicable, the use of the services of any scaling bureau that does not imple-
ment the necessary changes.

During the fiscal year we submitted two reports to the Chairman of the
Subcommittee on Department of Agriculture and Related Agencies, Senate
Committee on Appropriations, on selected aspects of generation and trans-
mission loans made by the Rural Electrification Administration (REA) to
two rural electric cooperatives. We also submitted a report to the Admin-
istrator of REA on selected aspects of the REA telephone loan program
which pointed out the need for strengthening audits of REA borrowers.

Also, in a report to the Congress in April 1966 concerning a review of
safety conditions in certain storage areas in the South Building of the Depart-
ment of Agriculture and in three other governmental buildings in Wash-
ington, D.C., we commented on numerous hazards and unsafe conditions
which we noted. The Department of Agriculture and the General Services
Administration advised us that they had taken corrective action substantially
responsive to our proposals.

DEPARTMENT OF THE ARMY
CORPS OF ENGINEERS (CIVIL FUNCTIONS)

Our reviews of the civil functions of the Corps of Engineers during the
vear resulted in 2 reports to the Congress, 2 reports to individual Members
of the Congress on matters of interest to them, and 11 reports to agency
officials. Our work at the Corps is also directed toward reviews of opera-
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tions in power generating and marketing that are interrelated with the oper-
ations of the Department of the Interior: the results of these reviews are
dealt with in our comments on our work at the Department of the Interior.

As a result of one of our reports to the Congress, and in response to our
recommendations, the Chief of Engincers amended the Corps’ regulations
to provide greater safeguards over contracting for relocations of facilities
macde necessary by construction work. In our other report to the Gongress,
we stated that the Corps could have saved about $521,000 during fiscal
years 1962 through 1965 by eliminating overtime on certain of its construc-
tion activitics on the Lower Mississippi River, and we recommended that
the Chief of Engincers take the action nccessary to keep overtime at a
minimum.

DEPARTMENT OF COMMERCE

Our audit efforts in the Department of Commerce during the year con-
tinued to emphasize reviews of the administration of the Federal-aid high-
way program by the Bureau of Public Roads, with particular reference to
the $47 billion Interstate System. We also reviewed selected activities of
the Maritime Administration and the Environmental Science Services Ad-
ministration, and we began preliminary reviews of selected programs of the
Economic Development Administration—a new agency created by the Pub-
lic Works and Economic Development Act of 1965 to succeed the Area
Redevelopment Administration. An audit was completed of the Saint
Lawrence Seaway Development Corporation for calendar year 1964.

Our audit work resulted in 6 reports to the Congress, 8 reports to a
Member of the Congress, and 16 reports to agency officials.

Various aspects of the Federal-aid highway program were reviewed in 17
States and the District of Columbia. We examined into the use of standard
plans in highway design features, property appraisal and acquisition prac-
tices for highway rights-of-way, certain constructicn practices, policies and
standards relating to traffic signs, and various financial and administrative
procedures.

At the Maritime Administration we reviewed, among other things, the
agency's requirements relating to the obtaining by contractors of perform-
ance and payment bonds under the ship construction-differential subsidy
ngra-ﬁL

Our work at the Environmental Science Services Administration related
principally to reviews of the methods used by the agency to acquire various
types of electronic equipment.

Significant measurable financial savings resulted in connection with phases
of our work on which reports were issued to the Congress during fiscal vear
1966. For example. in October 1965 we reported to the Congress that the
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Arca Redevelopment Administration had approved loans totaling $1.1
million for the construction of three motels against the recommendations
of the Small Business Administration and without, in our opinion, having
reasonable assurance of loan repayment. In view of our findings, the
project was reevaluated and reduced in size to make it economically feasible,
with a consequent reduction of $200,000 in Federal assistance.

In addition, action was taken during the year by the Bureau of Public
Roads to reevaluate Federal participation in the costs of certain right-of-
way acquisitions, the support for which we had questioned in an earlier
report to the Congress. On the basis of retrospective appraisals obtained
by the State and concurred in by the Bureau, Federal participation in the
State’s acquisition costs for the parcels in question was reduced by about
$161,000.

For information on our review of the administration of the Inter-
American Highway Program by the Bureau of Public Roads see page 81,
Chapter Six, Audit of International Operations and Programs.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

Our work in the Department of Health, Education, and Welfare (HEW)
during the fiscal year 1966 included reviews of selected aspects of manage-
ment of Federal and federally aided programs. Subjects included in our
reviews concerned:

Determinations of the eligibility of welfare recipients.

Medical care for Indians, welfare recipients, and the aged.

Cost of drugs dispensed to welfare recipients.

Charges for services performed for private persons and organizations.
Rehabilitation services provided to the disabled.

Administration of health research, training, and development grants.
Operations of the civil defense medical stockpile.

Construction of health facilitics and of educational facilities.

Surplus Federal personal property used for educational, public health, and civil
defense purposes.

Various administrative and accounting activities,

A total of 31 reports were issued during the year—5 to the Congress, 11
to committees or individual Members of the Congress and 15 to agency
officials. Examples of the significance of these reports follow.

In May 1966 we reported to the Senate Committee on Finance, at its re-
quest, on our review of the principles of cost reimbursement to hospitals
and nursing homes proposed by the Social Security Adm? 1 for use
in implementing the Medicare program. As a consequen ur review,
a number of changes were made in the proposed princ.ples, the most
significant of which was a revision in the planned procedure to make pay-
ments to providers of Medicare services. The Chairman of the Committee
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subsequently stated that the changes in principles would save the Govern-
ment $95 million dwing the first 10 years of the program and that many
millions of dollars might also be saved through application of the changed
payment procedure to other programs.
As a result of our review of operations by the Public Health Service of the

civil defense medical stockpile, we reported to the Congress:

In July 1965 concerning the storage of vaccines.

In August 1965 concerning the procurement of equipment and supplies.

In February 1966 concerning the rotation of limited-life and long-supply items.

The agency, in line with our recommendations, converted certain types

of vaccines from bulk form to finished products so that the vaccines weuld
be more readily available for use in the event of an emergency and also
strategically deploved the vaccines to prevent their total loss in the event of
destruction of o storage depot; lmited procurement of certain stockpile items
to quantitics needed o meet approved plans rather than ultimate goals; and,
in cooperation with other Federal agencies, arvanged for the exchange and
transfer for vse in current Federal medical programs of limited-life and
excess medical supply items in the stockpile to prevent their deterioration
and to enable replenishment of the stockpile with fresh stocks. As of June
30, 1966. medical supply items with values totaling about $8.7 million had
been exchanged or transferred.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

During the fiscal vear 1966 our work in the former Housing and Home
Finance Agency {HHTA) and its constituents and the new Department of
Housing and Urban Development (HUD), created on November 9, 1965,
resulted in the issuance of a total of 32 reports—11 to the Congress, 12 to
committees or individual Members of the Congress at their request, and 9
to agency officials.

Selected veports and accomplishments resulting from our audit work in the
housing agencies are discussed briefly below.

In August 1965 and Febriary 1966 we reported that the Urban Renewal
Administration (URA) had approved noncash grant-in-aid credits for
schools, parks. sewers, and storm drains which, in our opinion, were exces-
sive by about 5:+.6 million because the allocations of the costs of the facilities
between the project areas and areas outside the project were not on the
basis of the relative benefits to be provided. The Federal Government's
share of the cost of these allowances would have been about $3.1 million.

As a result of our recommendations, URA subsequently disallowed non-
cash grant-in-aid credits of about $650,000 from project costs and str-ngth-
ened procedures in its regional offices for reviewing claims for nc..cash
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grant-in-aid credits,. The URA generally disagreed with our position in-
sofar as it applied to the remaining $3.9 million of noncash grant-in-aid
credits.

Our reports on multifamily housing projects with financing assistance
provided by the Federal Housing Administration (FHA) pointed up pro-
cedural problems and management weaknesses which we believe may have
increased the risk of the Government in the insurance of mortgages for
these projects.

In March 1966 we reported to the Congress that FHA had insured a $4.5
million mortgage for a high rent multifamily project although agency surveys
and reviews available at the time indicated thav only a limited demand
existed for the type of apartment units at the range of rents proposed and
that the market was unable to readily absorb other newly completed,
agency-insured, high-rise structures which were being offered at generally
similar rental levels. In conformance with our recommendation, FHA
distributed the report to all insuring office directors and other cognizant
agency officials to stress the importance of carefully evaluating future
proposals for projects to ensure their being in line with current and fore-
cast area rental condit.ons and markets.

In a report to the Congress in January 1966 we expressed our opinion
that the increasing problem of rental delinquencies on properties owned
by FHA was attributable, in part, to insufficient supervision of brokers'
activities by the insuring offices, weaknesses in central office management
controls, and insufficient follow-up on agency internal audit reports.
FHA informed us of various corrective measures adopted which, in our
opinion, should help to minimize losses and improve control over delinquent
rental accounts, if effectively implemented.

DEPARTMENT OF THE INTERIOR AND WATER RESOURCES
DEVELOPMENT PROGRAMS

Our work during the year in the various bureaus aad offices of the
Department of the Interior included reviews of selected activities of the
United States Fish and Wildlife Service, the Bonneville Power Administra-
tion, the Bureau of Reclamation, the Bureau of Land Management, and the
Alaska Railroad. In addition, we reviewed the activities of the Office of
the Government Comptroller of the Virgin Islands and made fnancial
statement audits of the Virgin Islands Corporation, the Columbia River
Federal Power System, and the Southwestern Power System. Water
development activities of the Columbia River Federal Power System and
the Southwestern Power System are interrelated with the civil works activities
of the Corps of Engineers.
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The results of our work in the Department of the Interior and interrelated
water resources developiment programs were the subjects of 38 reports—14
to the Congress. 2 to congressional committees or individual Members of
the Congress, and 22 to agency officials. Examples of this reporting are
summarized below.

At the rish and Wildlife Service we reviewed the cost-sharing arrange-
ments made with the State of Oregon for the operation of fish hatcheries
and the use of management and investigations of resources funds for
expenses of general administration.  Following our reviews, the Department
informed us that it will attempt to negotiate revised cost-sharing agreements
providing [or increased participation by the State in the operating costs of
hatcheries and that it agreed that the use of management and investigations
of resources funds [or general administrative expenses was improper.
Woe issued reports to the Congress on the results of thess reviews.

At the close of the fiscal year, we had reports to the Congress in process
on the results of reviews relating to the recovery of costs incurred by the
Bureau of Commercial Fisheries and the Bureau of Sport Fisheries and
Wildlife to mitigate damage to the migratory fish runs of the Columbia
River Basin caused by revenue-producing Federal water resource projects
and the use of management and investigations of resources funds for new
construction by the Burcau of Sport Fisheries and Wildlife.

In April 1966, we reported to the Congress that the Bureau of Reclama-
tion and the Bonneville Power Administration had adopted different prac-
tices in constructing tower footings for high voltage transmission lines with-
out fully evaluating alternative methods of construction. Our review
showed that. because of these different practices, there had been substantial
differences in the amounts which the Bureau and the Administration had
agreed to pay for the construction of tower footings.

In June 1966, we submitted a report to the Secretarv of the Interior on
the results of our review of selected financial management activities of the
Government of American Samoa.  We recommended that a review be made
of the financial management system of the Government of American Samoa
with a view toward providing for the svstematic accomplishment of realistic
and accurate financial data for management purposes.  The Department
advised us that it intends to excrt its leadership in directing the wavs and
means for improving the financial management system of the Government
of American Samoa. but that specific actions would be delayed pending
eompletion of other high prierity projects.

DEPARTMENT OF LABOR

I[n our audit work at the Department of Labor we reviewed selected phases
of programs related to employment security, unemployment and disability
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comnpensation, manpower development and training, and the Neighbor-
Liond Youth Corps.  We also reviewed selected departmental dev-rminations
of prevailing wages [or application to federally financed and assisted con-
struction projects and made reviews of certain deparunentwide financial
and administrative practices.

During the year we submitted four reports to the Congress and one report
to a Member of the Congress.

In a report to the Congress in July 1963 we stated that our review of activi-
ties of the Bureau of Employment Security had disclosed that the Bureau
had urged the Ilinois State Employment Service to proceed with the reor-
ganization and expansiou of the Chicago employment offices without obtain-
ing reasonable assurance that the work would be accomplished economically
or at an orderly pace. Since the Department was involved in a nationwide
program of reorganization and expansion of State employment service offices
in major metropolitan areas, we suggested that the findings reported might
be useful in evaluating the practices of other State employment service
agzencies.

In commenting on our findings, the Department informed us that it had
placed the reorganization program in Chicago, as well as in other metio-
politan areas, under careful scrutiny and had reduced the number of posi-
tions allocated to the Chicago office by about 70. We estimate that this
action will result in annual savings of about $420,700.

In another report to the Congress in April 1966, we commented on ex-
tensive absentecism by individuals enrolled in institutional training pro-
grams authorized by the Manpower Development and Training Act of 1962.
We estimated that, from program inception through fiscal year 1964, the
Department of Labor paid, nationwide, about $3.1 million of a total of
$36.9 million as training allowances for days on which the trainces were
absent from classes. The Department subsequently issued instructions pro-
viding for reduction of training allowances to eliminate payments for un-
excused absences.

In May 1966, based on our observations at the Wisconsin State Employ-
ment Service, we reported to the Congress on opportunities for savings and
for improvements in the operating efficiency of employment services through
changes in organization and scope of activities, We expressed the opinion
in our report that certain employment service activities were not appropriate
for the expenditure of Federal funds. The Department did not agree with
this observation. In view of the questions raised in this report and in pre-
vious reports on apparently unnecessary activities being carried out by the
public employment offices, we invited the Congress to express its views on
the appropriateness of using Federal funds to finance the activities in
question.
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POST OFFICE DEPARTMENT

At the Post Office Department we examined into selected postal opera-
tions, construction and lease construction of postal facilities, procurement
of supplies and equipment, transportation of mail, and payrolls and other
financial activities, Our work resulted in 7 reports to the Congress, 2 re-
ports to Members of the Congress on matters of interest to them, and 20
reports to agency officials.

Comimnents on the nature and results of some of our more significant work
in the Post Office Department follow.

In May 1966, in response to requests, we furnished to the Chairman of
the Senate Committee on Public Works comments on Senate bills (S. 3174
and 8. 3256) proposing to extend the Postmaster General’s authority to enter
into leases of real property for periods not to exceed 30 years and to au-
thorize the Postmaster General to construct or otherwise acquire buildings
for postal purposes.

Our comments on these bills included, among other things, recommenda-
tions for legislative amendments which would require the Post Office
Department, at least 60 days (or other appropriate period while the Congress
is in session) before contracting for the construction or lease construction of
amajor facility:

1. To submit to the appropriate committees of the Congress written justifications
in the form of a prospectus similar to that provided for in the Public Buildings
Act of 1959 (73 Stat. 479), such justifications to include results of economic
and feasibility studies showing comparative costs of leasing versus Government
ownership with a clear showing of the factors justifying the method of
procurement proposed to be followed.

2. To use standards for administrative office space comparable to those estab-
lished by the General Services Administration for employees of other Federal
agencies having similar duties and responsibilities.

Our comments on the bill proposing to extend the Postmaster General's
leasing authority also contained a recommendation that the Post Office
Department be required to submit to the appropriate committees of the
Congress, along with the prospectus, a statement by the General Services
Administration as to the space needs of other Government agencies in the
particular area and the feasibility of a Federal building to satisfy the needs
of the Post Office Department and other Government agencies.

The need for these actions was explained by the Comptroller General
and other representatives of our Office during hearings before the Sub-
committee on Public Buildings and Grounds, Senate Committee on Public
Works. and our recommendations were later repeated in comments to the
Chairman, House Comumittee on Post Office and Civil Service. on a House
bill (H.R. 14548) proposing to cxtend the authority of the Postmaster
General to enter into 30-vear leases.
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In a report submitted to the Congress during fiscal year 1963, we pointed
out that, as a result of using an improper cost allocation practice, the Depart-
ment had failed to comply with the law (39 U.S.C. 2503(b)), which
requires that stamped envelopes be sold as nearly as possible at cost, but
not less than cost. In September 1965 th2 Department increased the
selling prices of stamped envelopes. We estimated that, as a result of the
price increase, postal revenues were increased by about $2.5 million in
fiscal year 1966 and will be increased by about $3 million annually
thereafter.

In February 1966 we reported to the Congress that at seven post offices
many city delivery carriers had routes which could be completed in con-
siderably less time than that assigned and that the carriers were using the
excess time for their own purposes. We estimated that the time used by
carriers for their own purposes was costing the Departinent several million
dollars annually in these seven post offices alone and pointed out that, since
the causes were Departmentwide in scope, it appeared reasonable to assume
that similar conditions existed in varying degrees at many other post offices
throughout the country. The Department is taking corrective action in the
matter.

In a May 1966 report to the Congress, we questioned whether continued
operation of the accelerated business collection and delivery program at
three post offices included in our study was justified because the additional
costs incurred did not appear to be commensurate with the quantity of mail
delivered earlier as a result of the program. The Postmaster General in-
formed us that, although the Department believed the need for the program
at the three post offices had been substantiated by the service improvements
achieved and that no modifications to the program were necessary, a special
review had been scheduled of the program’s operations at the three offices.

We recommended that similar special reviews be made at other post
offices where significant costs were being incurred for the operations of the
accelerated business collection and delivery program and that, in ‘hese
reviews, emphasis be placed on determining the actual need for the program.

In reports to the Congress in July, October, and November 1965 relating
to transportation of mail, we pointed out that the Department either had
taken or was considering actions which would result in savings of more than
§895,000 annually. The savings may be realized through:

1. Discontinuing advances of funds to U.S. air carriers transporting mail to
foreign countries ($95,000).

2. Discontinuing use of foreign air carriers when United States carriers can
provide generally the same mail service (3600,000).

3. Making certain changes in the methods employed in transporting mail

between post offices and postal stations and to and from railroad depots and
airports ($200,000).
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TREASURY DEPARTMENT

In our work at the Treasury Department we reviewed selected programs
and activities of the Bureau of Accounts, the Bureau of Customs, the Bureau
of Engraving and Printing, the Internal Revenue Service, the Office of the
Treasurer of the United States, and the U.S. Coast Guard. As required
by law, we examined and settled accounts of the Department’s disbursing,
collecting, and other accountable officers, the accounts of disbursing officers
of the Department of State, and the accounts of approximately 300 other
disbursing officers of various agencies.

During the year we submitted 6 reports to the Congress, 2 reports to
committees or Members of the Congress on matters of interest to them, and
34 reports to agency officials.

Some of the more significant accomplishments of our work in the Treasury
Department are discussed bricfly in the following paragraphs.

During our review of self-employment tax payment and collection prac-
tices of the Internal Revenue Service, we included in a draft report to the
Secretary of the Treasury and the Commissioner of Internal Revenue a
proposed recommendation to the Congress that the Internal Revenue Code
be amended to provide that self-employed individuals make an estimate
of self-employment taxes pavable for the current year at the time the tax-
payer is required to file a declaration of estimated income tax and pay the
tax in installments during the year. Our proposed recommendation was
made a part of the Administration’s 1966 tax recommendations to the Con-
gress, and the Congress included a provision in Public Law 89-368 requiring
the payment of self-employment taxcs in installments during taxable years
beginning after December 31, 1966.

We also submitted a report to the Chairman of a Subcommittee of the
House Comnmittee on Government Operations in March 1966 on a review
made at his request in which we commented that the IRS decision not to
increase the $10,000 limitation on the income of taxpayers permitted to
use the card form individual income tax return (1040A) appeared to be
appropriate.

On the basis of our review of high-endurance vessel operating experience
off the West Coast of the United States, we reported to the Congress in
February 1966 that the Coast Guard’s stated requirements for replacing
high-endurance vessels could be reduced, thereby saving about $45 million
in construction costs and about $3.5 million annually in vessel operating
costs. The Commandant of the Coast Guard concurred in our proposal
that the Coast Guard recxamine its planned replacement and augmenta-
tion program for high-endurance vessels. He stated that our report on
the planned replacement of high-endurance vesscls operating ofl the West
Coast, as well as our previous report on high-endurance vessels operating
off the East Coast (involving potential savings of about $55 million in con-

52



CIVIL OPERATIC 'i5

struction costs and about $3.8 million annually in vessel operating costs),
will serve as a guideline for Coast Guard’s plannirz and analytical eflorts.

During our review of quarters allowances paid to certain Coast Guard
members assigned to Coast Guard installations in the St. Petersburg and
Miami, Florida, areas, we noted that annual savings of about 824,000
could be realized through the use of houses owned by the Federal Housing
Administration as Govermment quarters, in lieu of paying quarters allow-
ances. Subsequent to our December 1965 report w the Congress on the
matter, the Gongress enacted legislation authorizing the Coast Guard to
lease housing and, on June 27, 1966, the Coast Guard issued a directive
which provided information and procedures for implementing its Leased
Housing Program.

ATOMIC ENERGY COMMISSION

Our work in the Atomic Energy Commission (AEC) during the year was
performed at AEC Headquarters and at 15 AEC field offices, 26 AEC
contractor-operated facilities, and 15 suppliers’ plants.  Our work included
reviews of the management of photographic equipment, fire department
and guard force staffing, contractors’ wage payment practices, and various
other administrative activities of selected AEC contractors,

We submitted 6 reports to the Congress, 1 report to a Member of the
Congress, and 17 reports to agency Headquarters officials and managers of
AEC field offices.

At the close of the fiscal year, reports were being prepared for submission
to the Congress and agency officials on procurement and utilization of
security covers for nuclear weapons; potential savings through increased

hasing from General Services Administration supply sources; costs
incurred in the procurement of nuclear reactor cores; area allowance paid
to certain employccs of an AEC operating contractor; timeliness of testing
the quality of prototype thermoelectric modules; financial arrangements for
the construction and lease of a laboratory on a university site; and data
processing activities at an AEC operating contractor.

DISTRICT OF COLUMBIA GOVERNMENT

Our work at the District of Columbia Government consisted principally
of reviews of :

1. The progress made by the Department of General Administration

in improving the District-wide accounting and related financial

management svstems.

53



CIVIL OPERATIONS

2. The administration of the Nonresident Tuition Act and certain
other administrative activities of the Board of Education.

3. Selected administrative activitics in various departments, particularly
the management controls and procedures relating to employze attend-
ance, leave, and payroll matters in six departments.

4, The procedures lor establishing and collecting certain types of
accounts receivable in the Department of Public Health.

During the year we issued four reports to the Congress, two reports to
MenLers of the Congress on matters of special interest to them, and seven
reports to District officials.

The District generally agreed with our proposals for improved administra-
tion in the areas on which we reported. Among the actions that have been
taken by the District on our proposals are measures to ensure adequate dis-
charge by all departments and agencies of their responsibilities for em-
plovee attendance, leave, and pay; collection of insurance benefits available
for hospital and surgical-medical services provided to District residents; and
compliance with the statutory requirement that the District be reimbursed for
the cost of care provided to District residents at Saint Elizabeths Hospital
by the patients or their legally responsible relatives in such amounts as they
are reasonably able to pay.

FEDERAL AVIATION AGENCY

At the Federal Aviation Agency (FAA) we reviewed the following mat-
ters during the year:

The procurement, utilization, maintenance, and modernization of
administrative and technical facilities and equipment: the cost and
utilization of ADP svstems,

The Federal-aid airport program.

The feasibility of dual use of airperts for civil and military traffic.
The management of inventories. rescarch and development activities,
and travel,

The reasonableness of FAA charges for landing fees, quarters, and
on-the-job training of foreign nationals.

Our work was sunmarized in a total of 22 reports—7 to the Congress, 3 to
Members of the Congress in response to their requests, and !2 to agency
officials.

In one of our reports to the Congress, issued in April 1966, we commented
on a 25-vear research project on aging being conducted by FAA which had
not been coordinated with the Public Health Service which was conducting
a similar studv. The projects will cost the Government $9.7 million ($5
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million for the FAA and SL7 million for the Public Health Service  if they
are financed 1o completion. FAA informed us that it would establish formal
procedures for coordinating new research projects with the Public Health
Service.

In another report to the Congress, issued in June 1966, we stated that
FAA had approved the construction of airport traffic control towers of a new
design without first having analyzed the relative benefits and costs of such
new design and that, as a result, the Agency would incur additional costs
of about $2,250,000 for the construction of 28 control towers of the new
lesign at low-activity airports. The FAA Administrator agreed with our
findings in the matter and advised us that towers of a lower cost design
would be substituted at four locations that were scheduled for new towers.
The Administrator informed us also that, to conform to FAA’s policy of
selecting economical architectural desizns that meet their operational and
technical requirements, the Agency was pursuing means of reducing the cost
of not only the towers designed for low-activity airports but also the tuwers
planned for high-activity airports.

Two of our reports to the Congress dealt with selected aspects of the cost
and utilization of automatic data processing equipment, involving several
hundred thousand dollars. The Administrator informed us that refunds
had becn negotiated for the excessive maintenance and rental charges iden-
tified by us in vur review and that the Agency had taken, or was in the
process of taking, certain actions designed to provide for timely studies, bet-
ter programming and reporting, and the use of ADP purchase options
where appropriate.

We also reported to the Congress in April 1966 on opportunities for
savings through the greater use by FAA of available military aircraft parts.
In response to onr findings, FAA stated that it agreed that the policy in
cffect at the time of our review did limit the use of military parts and that
the Agency should use the Department of Defense supply system as the
prime source of supply for aireraft parts whenever possible. FAA stated
further that a recently issued Agency directive authorized the use of military
aircraft parts on certificated Agency aireralt and that overhauled and
repaired military parts would be used as well as new parts.  Also, the
Ageney issued a divective for the guidance of its procurement personnel
which stated, in part, that personal property requirements would not be
procured from commercial sources until it has been determined that the
needed items were not available from other agencies.

Two of our reports to the Administrator dealt with improper grants made
under the Federal-aid airport program. As a result of our reviews, FAA
initiated action to recover about $230,000 from the grantees and clarified its
procedures concerning rental credits related t nonairport improvements,
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FEDERAL DEPOSIT INSURANCE CORPORATION

During the fiscal year 1966 we completed audits of the Federal Deposit
Insurance Corporation for fiscal years 1964 and 1965. 1In a report to the
Congress in February 1966 on our audit of the Corporation for the fscal
year 1964 we stated that we were unable to fully discharge our audit
responsibilities under the Federal Deposit Insurance Act because, except
for closed banks, officials of the Corporation did not give us unrestricted
access to examination reports, files, and other records maintained by the
Corporation relative to the banks it insures. We pointed out that this
restriction on our examination made it impossible for us to (1) evaluate
the contingent adverse effect upon the financial condition of the Corpora-
tion of specific situations which may have been identified at insured banks
and (2) evaluate the effectiveness of bank examinations made and the
degree of reliance that could be placed upen such examinations to disclose
problems at insured banks.

GENERAL SERVICES ADMINISTRATION

At the General Services Administration (GSA) our work included reviews
of the procurement, management, and distribution of supplies and non-
personal services; the management and utilization of automobiles in the
interagency motor peol system; the management of the Government's
communications system within and between the Federal civilian departments
and agencies; and the administration of construction contracts and the
extent and quality of supervision rendered over construction work while
in progress.

We submitted 2 reports to the Congress, 5 reports to committees or
individual Members of the Congress, and 10 reports to GSA and other
agency officials.

As a result of one of our reports, issued to the Congress in October 1965,
GSA revised its standards and specifications so that Federal agencies can
purchase office desks without locks and adopted a “no lock™ policy on the
rehabilitation of office desks where there was no valid need for locks in
operating condition. We estimated that the climination of the requircment
for a lock in general office desks purchased by Federal agencies would result
in savings of about $250,000 a vear.

We believe that the elimination of locks from desks demonstrates that
opportunities exist for savings through elimination of unnecessary features or
components from items procured by GSA and that the establishment of a
value engincering program—taking a “second hard look” at certain leatures
or components in specifications and standards—vould have merit.  Accord-
ingly, we recommended that GSA give consideration to establishing a pro-
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gram which would increase the emphasis on value engineering within the
present standardization and specification programs.

In a report submitted to the Congress in April 1966, we commented on
the award of a contract for felt tip markers to one supplier when comparable
markers were available under concurrent contracts with two other suppliers
at substantially lower prices. We estimated that additional costs of $300,000
were incurred by Federal agencies that procured markers at the higher prices.
Because the award appeared consistent with GSA's policy governing multiple-
award contracting, we recommended that GSA revise that policy. GSA
agreed to review its existing written policy guidance to determine whether
clarification would be desirable.

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Our work in: the National Aeronautics and Space Administration (NASA)
during fiscal year 1966 was performed at NASA’s headquarters, at nine
major ficld installations, and at a number of contractors’ plants.

Reviews undertaken by us were concerned principally with the adequacy
of management controls over space rescarch and development programs,
procurement, and various administrative activities, Increased audit effort
during the year was given to aspects of the Gemini and Apolle programs
since NASA’s manned space flight activities continued to involve the
largest part of the agency's appropriations.

Our reviews culminated in the issuance of 2 reports to the Congress, 2
reports to Members of the Congress, and 21 reports to agency officials.
In general, these reports pointed out arecs of the agency’s operations believed
to require correction and improvement and suggested the means of effecting
the needed action.

In May 1966 we issued a report to the Congress concerned with the
design and development of certain scientific instruments which were for
use on the Surveyor spacecraft. We expressed our belief that, had NASA
taken timely action to suspend or discontinue development of these instru-
ments when it became apparent that their use was no longer feasible, sig-
nificant expenditures could have been av-ided and scientific and technical
inanpower in both the Government and industry could have been released to
meet other, and possibly more pressing, demands at a time when the demand
for scientists and engineers exceeded the supply. Although NASA did
not agree with our findings, we were subsequently advised of several actions
that have been taken within its Office of Space Science and Applications to
strengthen Headquarters control over research and development programs
such as Surveyor.

At the close of the year reviews were being completed in areas concerned
with evaluations of management control of research and development
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projects for Gemini spacecralt hardware, newly established incentive pro-
visions in Saturn launch vehicle development contracts, and the need for
back-up testing and launch facilitics.

We were also in the process of examining selected contracts awarded
by NASA for contractor-furnished personnel to perform in-house engineer-
ing, design, and fabrication services in support of its research and develop-
ment projects at two installations, The question of whether such personal
service-type contracts are economical and meet the intent and authority
provided by the Civil Service Act and related personnel statutes has been
of interest to the Subcommittee on Manpower, House Committee on Post
Office and Civil Service.

OFFICE OF ECONOMIC OPPORTUNITY

Work was programmed at the Office of Economic Opportunity (OEO)
during the year at 12 locations (7 Job Corps centers and 5 Community
Action Programs) and surveys were made ol various activitics at the agency's
headquarters in Washington, D.C. A significant part of our audit effort was
devoted to work pursuant to congressional requests, and 10 reports thereon
were issued during the year.

At the close of the year we had in varying stages of progress reviews of
selected activities of five Job Corps centers and of five Community Action
Programs. Three reports on congressional requests were being finalized
and three other congressional assignments of extensive dimensions were
under way.

VETERANS ADMINISTRATION

Our work at the Veterans Administration (VA) during tle fiscal year
1966 consisted principally of reviewing selected phases of the medical,
compensation and pension, loan guaranty, life insurance, construction of
facilities, and supply management programs. We issued 9 reports to the
Congress, | report to a committee, and 34 reports to agency officials.

Our audit of the compensation and pension program during the year
included reviews of the accuracy of income reported by pensioners receiving
VA pensions subject to income limitations and of the VA’s administrative
controls over guardians and custodians administering VA funds for the
benefit of minors and incompetents eligible for VA benefits. At June 30,
1966, reports were being prepared on both of these audits,

During the year we completed a survey of the VA supply management
program and issued two reports on our findings. In one of these reports,
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which was addressed to the Congress, we disclosed that a significant quantity
of $900.000 worth of excess medical equipment and supplies which were
donated v recipients outside the Government could have been used through-
out the Y.\ hospital system.  In the second report, addressed to agency
officials, we expressed the belief that the VA could save more than $27,000
annually by requiring field stations to utilize multiple-year rates in purchas-
ing periodicals.

In one of our other reports to the Congress, we estimated that annual
savings of $97.000 were possible at two VA hospitals if the hospitals pro-
vided their own laundry services, using existing [acilities, instead of contract-
ing for such services from commercial laundries. We were informed by the
VA that it will begin in-house laundry activities in at least one of the
hospitals during fiscal year 1967.

In: another report to the Congress we pointed out that significant savings
could be realized if the St. Petersburg, Florida, VA regional office discon-
tinued the purchase of title insurance on properties acquired in Florida as
a result of defaults on VA guaranteed housing loans. In response to our
proposals, the VA informed us that the purchase of title insurance on
properties acquired in Florida had been discontinued and that only four
regional offices were still purchasing title insurance but that appropriate
plans were being developed to resolve certain problems at these offices in the
immediate future. We estimate that savings of about $180,000 a year will
be realized through the discontinuance of purchasing title insurance in
Florida.

We also reported to the Congress on VA’s procedures for terminating total
disability benefits under National Service Life Insurance policies. We esti-
mated that, if the findings disclosed by our review of selected cases were
representative of VA's actions, during fiscal years 1962 and 1963 additional
benefits of about $750,000 were awarded by the VA because of delays in
terminating disability benefits after the insureds had apparently recovered
their abilities to follow substantially gainful occupations. Corrective action
had been or was being taken by the VA which, we believe, will substantially
correct the deficiencies disclosed in our review.,

OTHER AUDIT ASSIGNMENTS

Legislative Branch

During the fiscal year 1966, we completed audits of the property man-
agement activities of the Architect of the Capitol and of the cost of con-
structing the Ravburn House Office Building. At June 30, 1966, we were
processing reports on these audits. We also completed and reported to
the Congress on our annual audit of the financial statements of the Govern-
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ment Printing Office.  In addition, we made examinations at the site of
operations of the following activitics:

The Senate:
Senate recording studio revolving fund
Senate employees barber shop
Senate office beauty shop
The House of Representatives:
House finance office
House recording studio revolving fund
House stationery revolving fund
The Sergeant at Arms
Architect of the Capitol :
1.8, Senate Bestaurants
House of Representatives Restaurants
Capitol guide force
Joint Committec on Atomic Energy
Library of Congress (payrolls)

At the request of the retiring Secretary of the Senate, we made a verifica-
tion of his accountability at December 31, 1965.

Examinations of the salaries, mileage, and expense allowances of Senators,
salaries of officers and employees of the Senate, clerk hire of Senators, and
other expenses of the Senate are examined on the basis of documents sub-
mitted to our Office.

Judicial Branch

The administrative accounts of the following agencies were retained at
the Administrative Office of the U.S. Courts for our examination at the
site:

U.S. Court of Appeals

District courts of the United States

U.S. Court of Claims

U.5. Court of Customs and Patent Appeals
U.8. Customs Courts

Territorial courts

Administrative Office of the U.8. Courts

The vouchers covering expenditures made from appropriated funds of
the Supreme Court of the United States were submitted to the General
Accounting Office for examination.
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CHAPTER FIVE

Audit of
Deﬁefzse OPemﬁam and Programs

Nature of Audit Work Performed

During the fiscal year 1966 our audit efforts in the Department of Defense
and the three military departments continued to be directed toward aiding
in the improvement of management and operating controls and financial
administration of the complex operations of the Departments. Our audit ef-
forts were directed generally to those programs having major significance.
Where appropriate, we made concurrent and coordinated reviews of those
departmental activities that are a part of, or are related to, broader activi-
ties and involve more than one military department or the Defense Estab-
lishment as a whole.

Our audits and reviews completed during the year or in progress at the
close of the year related to such functional areas as (1) management con-
trol systems, (2) supply management, (3) procurement (including negotia-
tion of contract prices and administration of contract terms and conditions),
(4) manpower (including administration of military and civilian pay and
allowances), (5) support services, (6) research and development, and (7)
facilities and construction.

In addition to these reviews, we made a number of special audits, investi-
gations, and surveys during the year at the request of various committees of
the Congress and individual Members of the Congress. This special work
related principally to (1) controls over Government-owned property in the
possession of contractors; (2) use of high priority requisitions in supply
systems; (3) sales of surplus property and disposition of proceeds; (4) al-
legations of waste, extravagance, or other improper practices by the military
departments in various areas of their operations; and (5) procurement prac-
tices and circumstances surrounding awards of specific contracts.

Approach to Audit

Because our manpower resources are limited in relation to the magnitude
and complexity of the operations of the Department of Defense, it is es-
sential that our audit efforts be directed to selected areas where our find-
ings and recommendations can be of mort assistance in bringing about
needed improvements in management and control and be most responsive to
congressional interest in the operations. Therefore, we subject our audit
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and system review procedures and practices to continuous reevaluation in
the light of our experience and expressed interest of the Congress and make
such revisions as are deemed necessary or desirable. In keeping with this
concept, we made the following changes in fiscal year 1966,

Greater emphasis on basic management systems—The Budget and Ac-
counting Procedures Act of 1950 charged the heads of executive agencies
with responsibility for establishing and maintaining systems of accounting
and internal control which conform to the principles, standards and related
requirements prescribed by the Comptroller General. The executive agen-
cics generally have made slow progress in developing such systems.  The De-
partment of Defense, for example, had only one complete accounting system
at June 30, 1966, that had been approved——a system covering the civil func-
tions of the Army Corps of Engineers.

The House Committee on Government Operations has reconmmended
that the General Accounting Office intensify the review of agency account-
ing systems and assist and encourage the agencies, through personal cfforts
of our stall. to expedite the development of their accounting systems to the

degree necessary to obtain approval.  In consonance with this recommenda-
tion, we are placing an increasing emphasis on the adequacy of basic man-
agement systems as they relate to those areas of Department of Defense
operations we select for review. We have also undertaken a number of
reviews and surveys directed primarily toward identification of problem
areas in existing management systems.

In addition, we have broadened our efforts in carrving out our co-
operative responsibilities by developing a continuing day-to-day working
relationship with officials and stafl’ of the Department of Defense and the
military departments; by being currently well informed on what improve-
ment efforts are being made: by identifving specific areas in which we believe
improvements are needed ; and by working closely enough with agency offi-
cials and stafls to enable us to reach a common understanding of the con-
cepts of the systems to be developed. We have also made ourselves
available to provide such technical assistance and guidance as may be needed
iz the desien and development of agency accounting systems and in resolu-
tion of problems.

Reorganization of stafl —Prior to June 8, 1966, our Defense Accounting
and Auditing Division, which carries out our responsibilities for audit of
Defense oaper:

ions and programs, was organized internally along depart-
mental lines and was comprised of an Army Group, a Navy Group, an Air
Force Group. and a Department of Defense Group. In some instances,
individual groups were assigned responsibility for conducting reviews which
were Defense-wide in scope.  Generally, however, cach group was con-
cerned primarily with the functions and activities of its assigned depart-
ment.
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Effective June 8, 1966, the Comptrolier General approved an internal
reoreanization of the Defense Accounting and Auditing Division. The
organizational structure is now along functional rather than departmental
lines. Pursuant to the approved plan, there has been established a staft
for each of seven functions: (1) management control systems, (2) supply
management, (3) procurement, (4) manpower, (3) support services, (6)
research and development, and (7) facilities and construction.

The principal considerations that led to the realignment were that a
functional organization would (1) provide the most favorable basis for
broadening the scope of our reviews, (2) provide maximum response to the
needs of the Clongress, (3) promote specialization of supervisory personnel
in the increasingly complex operations of the Department of Defense, and
(4) more closely parallel the legislative authorization and appropriation
processes and the lines of management established by the Secretary of
Defense and the Secretaries of the military departments.

An important result of our reorganization should be a closer liaison with
congressional conumittees and their staffs and with officials of the Depart-
ment of Delense, both prior to undertaking new work assignments and
during the course of our reviews.

Modification of reporting procedures—The House Committee on Gov-
ernment Operations issued a report on March 23, 1966, resulting from
hearings held by the Military Operations Subcommittee, on our audits of
defense contracts and our reports to Congress on these audits. ‘The report
included a number of recommendations which we have adopted to improve
the effectiveness of our reports in this area. (See House Report 1344, 89th
Congress, 2d Session. )

Of particular significance is a broadening of our audit work, Most of our
reports to the Congress in recent years have dealt with single examples of
management weaknesses or wasteful practices, We believed that the shorter
though more limited reports provided a more useful form of communication.
The Military Operations Subcommittee of the House Government Opera-
tions Committee was of the view that the volume of our reports created
problems in digesting and assessing their content and expressed the view
that we would better serve the purposes of the Congress by consolidating
related items into one report and by more selectivity in the matters reported
to the Congress.

We are broadening our audit work to include a more extensive inquiry
into basic causes of adverse conditions. This approach will probably result
in fewer audit reports to the Congress, although the reports issued should
be of greater significance and have more impact on promoting improvements
in agency management policies and methods.  Under this concept, we have
issued many reports to the Secretary of Defense, or to other officials of the
Department of Defense and the military departments as appropriate, on
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single examples of management weaknesses or wasteful practices which
under the prior concept would have been the subjects of individual reports
to the Congress, In following these reporting procedures, we have not, in
our opinion, lessened our efTorts to keep the Congress and appropriate
congressional committees informed on matters of interest to them.

Audit Reports Issved

During the fiscal vear we submitted 94 congressional reports on our audits
and investigations, 47 of which were submitted to the Congress and 47 to
commiittees or Members of the Congress on special investigations made at
their request. In addition, we transmitted 279 reports to officials of the
Department of Defense and the three military departments.  Of these 279
reports, 117 were directed to the secretarial level and dealt principally with
contract matters and other phases of procurement; 162 were dirccted to
lower level officials and dealt principally with matters relating to local
policies, procedures, and practices disclosed in our site examinations of
civilian payrolls and related records.

A list of the audit reports issued is presented on pages 165 to 173 in the
appendix to this report. Digests of the reports issued to the Congress are
presented on pages 210 to 224 in the appendix.

Significant Findings and Recommendations

Our reviews of the policies, procedures, and practices followed by the De-
partment of Defense and the military departments in the management of
various areas of their operations frequently result in findings which indicate
weaknesses or deficiencies in managesment controls. In our reports on such
findings we include recommendations for improveinent.

The replics of the Department of Defense officials to our reports in which
administrative actions on the part of Defense officials are recommended
have been generally responsive, indicating, in a large percentage of the cases,
agreement with our findings and an intention to institute corrective measures.
During the fiscal year 1966, such actions on our findings and recommenda-
tions resulted in collections and other measurable benefits of $61,122.000
(see pages 260 through 265 of the appendix to this report}.

We have received numerous replies which advise that new directives and
instructions have either been issued or are intended to be issued. To assure
that the revised dirzctives and newly announced policies arve being carried
out. we are stressing the need for independent reviews at hizher echelons
within the Department and by internal audit organizations.

The principal weaknesses or deficiencies in management controls, re-
ported during the vear to the Congress or, where approoriate, to Depart-
ment of Defense officials, involved manacement of supplies, manasement of
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procurement programs, administration of military and civilian pay and
allowances, and administration of certain other programs.

Supply management.—Qur findings in the area of supply management
included instances of (1) procurement, actual or planned, hased on deter-
minations of future stock requirements which were inconsistent with the
experienced rates of usage, (2) excess stocks which could have been trans-
ferred to contractors for use in production or transferred to another military
service to meet its requirements, and (3} inaccurate records of stock on
hand.

We found, also, uneconomical practices in the utilization of motor vehicle
tires by Air Force installations. In a report submitted to the Congress in
June 1966, we pointed out that many used tires were condemned when they
could have been rebuilt. Others were used to the point where there was
insufficient tread remaining to permit rebuilding, We estimated that abcut
$2 million could have been saved in fiscal year 1964 if the Air Force had
rebuilt more extensively rather than bought new replacement tires. Al-
though the Air Force had established policy quidance with respect to tire
maintenance, the extent to which the policy guidance had been imple-
mented varied substantially among individual installations.

In response to our findings and recommendations for corrective measures,
the Air Force took action to provide closer supervision over the inspection
and removal of used tires and te prevent disposal of tires that could be
rebuilt. The Department of Defense brought our findings to the attention
of the other military departments and requested all commands to give addi-
tional attention to this matter to assure compliance with applicable policies
and technical publications.

Management of procurement programs—That portion of our work in
the area of procurement which relates to defense contracts is discussed in
Chapter Seven, “Audit of Contracts,” beginning on page 83. The following
discussion relates to other aspects of management of procurement programs.

Because of the complexity of the weapon systems and other major end
items procured by the military departments, no one contractor is capable
of manufacturing all of the various items of equipment, subsystems, and
components which comprise such a system or major end item. The ulti-
mate product represents the combined efforts of many manufacturers in
many segments of industry. In planning the procurement of complex
items, decisions must be made as to which components not manufactured
by the prospective contractor should be purchased by the contractor and
which components should be purchased by the Government and furnished
to the contractor.

We have issued to the Congress a number of reports in the current and
prior vears in which we pointed out instances where it was feasible, in our
opinion. and would have been more cconomical for the Government rather
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than the contractor to have purchased certain components.  The econ-
omies stem [rom several factors:

Purchasing of the components by the Government provides an opportunity to
consolidate requirements for a component common to several weapon systems
or other major end items and to take advantage of the lower prices that may be
available for purchases in larger quantities,

Inasmuch as military procurement is subject to provisions of the Armed Services
Procurement Regulation which requires the use of formal advertising pro-
cedures designed to obtain full and free competition, unless specifically ex-
cepted by law, the Government is more likely to purchase the componenis com-
petitively, thus affording all qualified producers an opportunity to participate in
supplying the Government's needs.

The furnishing of components to the contractor places the Government in a
sound position to negotiate a lower price for the end item by reducing the profit
or fee which otherwise would be allowed on the rontractor's cost of items pur-
chased under the contract,

The Department of Defense poliey guidance, in effect during the periods
cover2d by our reports, appeared to us to tend to discourage the practice we
were advocating. Tt gave the military services broad latitude and was
variously interpreted in their implementing instructions.  The interpreta-
tions ranged from the position of the Air Force, that components should be
Government furnished to the maximum practicable extent, to the position of
the Navy’s Bureau of Ships, that the furnishing of such items should be
“reduced 10 an absolute minimum.”

On October 1, 1965, the Deparunent of Deflense added new guidance to
the Armed Services Procurement Regulation. The new provision, as
revised December 1, 1963, contains a policy statement and procedural guid-
ance designed to encourage and expand the practice of [urnishing com-
ponents to contractors when the circumstances are appropriate. It also
fixes responsi

ty for decisions and for maintenance of appropriate records
to document the basis of decisions. We belicve that the new guidance repre-
scnts a significant step toward realizing more fuliy the economies which are
obtainable by direct procurement,

Administration of military and civilian pay and allorweances—The num-
ber, variety, and complexity of entitlements provided by legislation covering
military pay and allowances create difficult administrative problems.
Although the military departments have taken prompt action with respect
to erroneous or illegal payments identified in our reviews and have accepted
our suggestions for corrective measures to preclude recurrence, overpay-
ments in sivnificant amounts continue to be made.

In our opinion, the administration of military pay and allowances will
icd.
Public Lew 89-132, approved Aneust 210 1965, which increased the basic

not be improved significantly wntil the present complex laws arve simpli

pav for members of the aniformed serviees. provides also that the President
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shall direct a complete review of the principles and concepts of the com-
pensation system for members of the uniformed services and that upon
completion of such review he shall submit a report to the Congress together
with any reconunendations proposing changes in the statutory salary system
and any other elements of the compensation structure,  We are hopeful
that the report of the President will include recommendations directed
toward simplification of the salary system and of other elements of the
compensation structure,

In our selective examinations of civilian payrolls and related records we
continued 10 find and report to installation officials many instances of mis
interpretation and misapplication of laws and regulations which gave rise
to crronvous payments and erroncous credits and charges for leave,  These
findings, which in most instances resulted from weaknesses in local pro-
cedures and practices. were reported o ageney officials at appropriate
levels of management and the corrective actions we recommended were
cither taken or promised.

We found also that certain civil service emplovees in the States of Alaska
and Hawaii were granted travel benefits under circumstances which
appeared to us to require clarification of applicable law or regulations.
Under the law, the Government pays the expenses of round trip travel of
emplovecs and the transportation of their immediate familics from their
posts of duty in Alaska or Hawaii to their designated residences at time of
appointment or transfer, for the purpose of taking leave between tours of
duty. These benefits continued to be granted to employees who had
become established residents of Alaska or Hawaii.

In a report submitted to the Congress in April 1966, we recommended
that .ne Bureau of the Budget specify the criteria for determining “actual
residence at time ol appointment or transfer.” e suggested to the Con-
gress that, in view of the changed conditions since enactment of the legisla-
tion providing the travel benefits and because there is no provision for
terminating such benefits in the light of the changed conditions, the Con-
gress may wish to consider legislation providing for discontinuing the benefits
when they are no longer appropriate.

Utilization of man power~—We found that, contrary to the general policy
of the Department of Defense, the military departments were using enlisted
personnel in such nonmilitary activities as officers’ clubs, hobby shops, bowl-
ing alleys, golf courses, and commissary stores. Our findings were presented
in a report issued to the Congress in December 1965, We estimated that
about 9,000 enlisted personnel, whose annual pay and allowances totaled
about $40.5 million, were being used in nonmilitary activities. After com-
pletion of our review, the Secretary of Defense initiated a program for reas-
signing to military duties those personnel who were assigned to support-
type activities.
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On July 15, 1966, the Chairman, Subcommittee on Manpower, House
Committee on Post Office and Civil Service, announced that he had been
informed by the Assistant Secretary of Defense for Manpower that the De-
partment of Defense was in process of replacing about 3,500 military per-
sonnel with civilians in commissary stores, officers’ clubs, bowling alleys, golf
courses, theatres, etc., and that this substitution was in addition to a pro-
gram, started last year largely at the request of the subcommittee, whereby
74,000 military personnel were being replaced in support-type jobs with
60,500 civilians,

The chairman stated that the Department of Defense expected the sub-
stitution of the 3,500 military personnel with civilians to be completed by
December 1967 and that, at that time, a review will be made to determine
the need for continuing the use of military-trained personnel in about 10,800
other civilian-type jobs in commissary stores and in welfare and recreation
activities. The chairman pointed out that this action reflects the results
of the General Accounting Office study and the continued efforts of the
subcommittee,

Administration of recruiling organizations and facilities—In a report
submitted to the Congress in June 1966, we pointed out that millions of dol-
lars could be saved annually if the separate field recruiting organizations
and facilities of the four military services were consolidated. Consolida-
tion would also help achieve the purpose of the President’s new program
for improving and facilitating communications with the public. Each of
the services canvasses the entire country through separate networks of many
hundreds of branch stations. This results in substantial duplication of ex-
pense for office space and equipment, utilitics, personnel, motor vehicles,
and recruiting forms.

We brought our findings to the attention of the Department of Defense
and were advised that a Defense-wide study was underway to develop plans
for relocating and combining separate recruiting offices to the extent
practicable.

Administration of idle ammunition-production facilities—-Our review of
the readiness status of selected idle ammunition-production facilities of the
Army, and a broader study later conducted by the Army, indicated that
many of the [acilities considered essential for mobilization purposes would
probably not be available when needed. In a report submitted to the Con-
gress in June 1966, we stated that the facilities lacked equipment, technical
support, subcontractor support, or competent production personnel. On the
other hand, some facilities were maintained in a high state of readiness with-
out adequate justification and at considerable cost to the Government.

This situation resulted, in our opinicn, from a general lack of manage-
ment attention to this critical area and the fact that too few qualified per-
sons were assigned to industrial readiness planning. A low priority had
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been given to this area by procurement and contract administration orga-
nizations and a comprehensive review of mobilization capabilities for am-
munition production had not been made for some time. The Army study

team made certain proposals, with which we concurred, designed to improve
readiness status of the production facilities.
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CHAPTER SIX

Aundit of
International O])ea‘(zrz'aus and Programs

GENERAL

Organization

The International Operations Division consists of a Central Oflice in
Washington, D.C.: a European Branch with headquarters in Frank{lurt,
Germany; and a Far East Branch with headquarters in Honolulu, Hawaii.
At the end of fiscal year 1966, plans were under consideration for estab-
lishment of an Asian Branch to [acilitate performance of our work in the
South Asian arca, particularly Viet Nam, Thailand and India.

In August 1966, we opened a suboffice in Saigon to perform audits per-
taining to United States programs being carried on in Viet Nam. Pending
establishment of the proposed Asian Branch the Saigon suboffice will
operate under the Far East Branch.

Responsibilities

The International Operations Division is responsible for carrying out the
accounting, auditing and investigative functions of the General Accounting
Office relating to U.S. Government programs and activities of an interna-
tional character conducted in foreign countries and Hawaii. ‘The principal
programs of an international character for which the Division has audit
responsibility are those administered by the Department of State, including
the Agency for International Development, its components or related
agencies; the Department of Defense; the Department of Agriculture; the
Department of Commerce; the Export-Import Bank; and the United States
Information Agency.

The Central Office in Washington is responsible for planning and develop-
ing audit programs involving activities of an international character that
are administered by the various United States departments and agencies,
and for providing technical supervision of such audit programs performed
in [oreign arcas and in Hawaii.

The European Branch is responsible for the accounting, auditing and
investigative functions of the General Accounting Office in the European
area, including the Near East and North Africa. The Far East Branch has
the smnie responsibilities in and around the Hawaiian Islands and the Far
East area, including Southeast Asia, and the Southwest Pacific. The pro-
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posed Asian Branch will have similar responsibilities in the general area of
South Asia. The Dircetors of the respective branches are responsible to the
Director, International Operations Division, for the performance of work
in the areas under their supervision.

Number of Foreign Locations at Which Work Was Performed

During fiscal year 1966 we performed work at locations outside the
United States as summarized below, including that performed at United
States military installations abroad:

Locations Countries

European branch area, including Near East and North
Alrica. .. i ¥ . i 145 15
Far Eastbranch area........iiiiiveriviinrinanirains 92 7

Other foreign arcas:

BE T30 0 r o L RO D PN N e St D S L 31 14
South Asia P 16 3
Allather. .o oo iiiiniiiann 4 4
TOUL. © 2ttt e e e 288 | 43

Defense international activities ave discussed in this Chapter. Other
work pertaining to military activities overseas is included in Chapter Five
relating to the Audit of Defense Operations and Programs,

Reporis Issved

As a result of our work in the international area, during the fiscal year,
we submitted 23 reports to the Congress and 10 reports to committees or
individual Members of Cengress on special investigations made at their
request. We also submitted 23 reports to agency officials relating to defi-
ciencies in financial and management procedures. These reports are listed
on pages 173 to 175 of the appendix to this report. The reports sub-
mitted to Congress are described on pages 224 to 231 of the appendix.

Recommendations Adopted by Congress

Predicated on findings developed in some of our previous reviews per-
taining to the economic programs, we recommended to the Senate Com-
mittee on Foreign Relations certain remedial legislation designed to accom-
plish the following objectives: (1) achieve more effective use of United
States-owned foreign zurrencies; (2) improve fiscal management of, and
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obtain interest on, the large accumulations of foreign currencies: and (3}
make greater use of excess property in lieu of effecting new procurements
resulting in dellar expenditures. The foregoing proposals were considered
and adopted by the Committee and essentially were enacted into legislation
as parts of the Foreign Assistance Act of 1963, approved September 6, 1965.

Also, based on 2 recommendation included in one of our prior reports to
the Congress, the Annual Public Works Appropriation Acts since 1964
have included a provision to permit the expanded use of United States-
owned foreign currencies by the various departments and agencies which
have been or may be reserved or set aside for specified programs or activi-
ties.!

Recent Recommendations ‘o the Congress
g

In a report issued to the Congress in April 1966, we recommended re-
medial legislation which would require that, wherever feasible, American-
made, instead of foreign-made, materials be purchased for building mate-
rials for embassy and related construction projects overseas thereby bene-
fiting the United States balance-of-payments situation.

In three reports, among others, issued during the year relating to the
Agricultural Trade Development and Assistance Act of 1954, as amended,
commonly known as Public Law 480, we suggested the Congress might wish
to consider enactment of certain legislation which if passed would, in our
opinion, result in more cfficient administration of both sales and Jonatio.ns
programs being carried on under that law. The recommendations in these
three reports were in effect restated, on June 2, 1966, in our testimony
before the Subcommittee on Foreign Aid Expenditures, Gommittee on Gov-
ernment Operations, United States Senate, in which we summarized the
results of our examinations into the administration of the surplus commodity
disposal program authorized by Public Law 480.

These recommendations are mentioned in more detail in Chapter Two,
Assistance to the Congress.

Emphasis on Financial Management Reviews

During the fiscal year increased emphasis was placed on reviews of finan-
cial management systems, Separate staff groups were established to perform
financial management systems work, including consultative assistance, in the
leading agencies and programs assigned to the International Operations
Division. Details concerning the status of accounting systems subject to
review by the International Operations Division are incorporated in Chapter
Three, Assistance on Improvements of Agency Management Practices. We

* Permanent legislation (Public Law 89-677) accomplishing this purpose was
enacted after the close of the fiscal year and approved October 15, 1966.
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expect to intensify our cfforts in this area of financial management reviews

during the next fiseal year.

Survey Relating to United States Activities in Viet Nam
pritaining
in March

In view of the increasing magnitude of Federal expenditure
to United Stares operations in Viet Nam, we made a survey the
and ;\])I'il 1966 of the manner in which United States Government avencics

out their internal audit

engaged in operations in that counuy are cariving
and management functions.

We issued a report to the Congress concerning this matter on Julv 18,
1966, On July 29, 1966, we appeared before the Subcommitice on Forei
Operations and Government Information, House Committee on Govern-
ment Operations, at which time we identified the economic assistance and
construction areas where we believe continuing surveillance by the General

Accounting Office is most needed.

11

AGENCY FOR INTERNATIONAL DEVELOPMENT

The Ageney for International Development administers the non-military
United States {oreign assistance programs to [riendly nations and inter-
national erganizations under the provisions of the Foreign Assistance Act of
1961, as amended, and other related legislation.

During fiscal year 1966 we conducted a mumber of audits and financial
management and special reviews pertaining to various programs and
activities administered by the Agency. We issued two reports to the Con-
gress: one relating to development loans made to foreign countries during
fiscal years 1962, 1963, and 1964, and the other (issued in July 1966) con-
cerning the nature and extent of internal audits being performed with
respect to United States activities being carried on in Viet Nam. We issued
five reports in response to requests from a Committee and from individual
Members of Congress. We also submitted three reports to agency officials
dealing with sclected aspects of economic assistance furnished certain
foreign countries.

The following are illustrations of the programs, functions, or activities
covered in our reviews.

Accounting and Financial Management System for
Development Loan Program
Our audit of the Agency’s Developiment Loan Program financial state-
ments for fiscal years 1962, 1963, and 1964 showed that the Agency's ac-
counting and financial management svstem has a number of significant
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weanknesses and does not [ully comply with the accounting prineiples and
standards prescribed by the Compuroller General.  The system does not,
in our opinion, provide an adequate foundation for the Agency’s current
and prospective financial management needs for planning, progrumming,
budeeting, accounting, and reporting in respect to both the Agency's
internal management respousibilities and its responsibilities to the Conaress.

In response to our report, the Ageney advised that action s underway
to improve i loan accounting system, giving consideration to our findings
and recommendations.  We plan to work with the Agency in its cfforts to
develop a more satisfactory system.

Administration of United Staies Assistance for Selected
Economic Development Projects in Pakistan

Review of projects in which the Agency had invested the equivalent of
about $100 million in dollars and rupees for the Karachi water and sewer
system, constal embankments, highway development, and Ganges-Kobadak
irrigation indicated such iimnited accomplishments that, in our opinion, these
projects had substantially failed to produce the benefits intended. In
response to our report, the Agency stated that it has moved to ensure im-
proved performance in project activities and to correct problems that have
been identified.

Commercial Import Program for Viet Nam

n for Viet Nam is

The largest element of the economic assistance prog
the commercial import program estimated at $370 million for fiscal year
1966. This program consists of the importation by Vietnamese importers,
through commercial channels, of needed commodities, financed by the
United States.

While some substantive-type audits and special-purpose inspections and
investigations were being performed in connection with this program by
different elements of the Agency, there appears to be an urgent need for a
continuing evaluation of program makeup and performance for use by the
Agency's top management. We believe there is a particular need for in-
creased surveillance of the operations involved in the receipt, distribution,
and end use of the huge quantities of commodities being imported into the
country under the program. The Agency recently has taken aggressive
action toward applving greater audit and review efforts into the significant
arcas of this program.

We expect to conduct reviews relating to the management of the com-
wercial import program generally as well as some of the more important
commodities included under this program during the coming liscal vear.
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DEFENSE INTERNATIONAL ACTIVITIES

Defense international activities generally are under the cognizance of,

and are administered by, the Department of Defense.  They include the

military assistance program and other Delense overseas activities involving
cooperative efforts with allied countries and other foreign governments,
and related contracting activities of an international character,

During fiscal vear 1966, we performed a number ol reviews encompass-
ing various aspects of the military assistance programs for several foreign
corutries throughout the world.  In addition, we conducted a special survey
directed toward detenmining the extent of internal audits being made by

ithe responsible United States agencies of the va
carried onin Viet Nam.

ous military activities being

As a result of our reviews, we issucd four reports to the Congress; two
to individual Members of Congress in response to their specific requests;
and five to agency oificials.  Three of the reports issued to the Congress
as well as three issued to agency officials were classified as either secret or
confiddential.

The following are illustrative of the activities, functions or programs
covered inour reviews.

Military Assistance Program

A few of the reviews which we made under this program were in the
functional area of supply management. They pertained to the program-
ming, delivery and utilization of supplies and equipment furnished or to be
furnished to a number of recipient foreign countries.  As a consequence of
these reviews, estimated savings of over $1 million have been or will be
effected by cancellation of owtstanding requisitions for unneeded supplics
and equipment as well as the redistribution of excess equipment in lieu of
making new procurements.

One of our reviews under the military assistance program pertained to
the administration of the training of military personnel for a foreign coun-
try.  Our review indicated that an estimated $650.000 for jet pilot train-
ing could have been saved il: in-country pilot training programs had been
developed: a sufficient number of qualified personnel had been made avail-
able for the training programmed: proper and full utilization of the trained
personnel had been accomplished : and the most economical means of trans-
porting the foreign students to the United States had been emploved. Our
findings were submitted to the Department of Defense and we were ad-
vised! that certain corrective actions were being initiated.

Military Operations in Viet Nam

In recoenition of the importance of the United States objeetives and
the magnitude of the Federal funds being expended for military operations
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in Viet Nam. during fiscal vear 1966 we conducted a survey to determine
the extent to which the United States agencies responsible for the military
operations in that counuy are carrving out their internal audit and man-
agement inspection functions,  This survey encompassed not only the mili-
tary assistance program but also a number of other areas such as construc-
tion contracts, United States military commands in Viet Nam, and logistical
and suvport activities.

We identificd some arcas which we consider will require varving degrees
of continuing surveillance by the General Accounting Office in the future
and we intend to pursue our efforts in these areas during the coming fiscal
vear, particularly with regard to the construction activities,

Costs Recovered by the Unifted States for Construction
in a Foreign Country

One of our reviews made during fiscal year 1966 disclosed that responsible
United States personnel were not aware of amounts due from a foreign
country as reimbursement for certain costs which had been borne by the
United States.  As a result of our work over $425,000 was collected from
the forcign country. A classified report was sent to the Secretary of Defense
concerning this matter on August 22, 1966.

INTERAGENCY PROGRAMS

Many of the programs involving international affairs are administered by,
and interrelated between, several U.S. Government departments and agen-
cies, These programs are performed under the provisions of various
legislation, including the Foreign Assistance Act of 1961, as amended, and
the Agricultural Trade Development and Assistance Act of 1934, as
amended (commonly known as Public Law 480 or Food for Peace).

During the fiscal year we conducted a number of reviews relating to
interagency Food for Peace programs and on the management and utiliza-
tion of foreign currencies, We submitted 13 reports to the Congress or to
congressional committees, 3 of which were classified as either seeret or
confidential. We also issued 2 reports to individual Members of the Con-
gress, on reviews made at their request, and 7 reports to 1gency officials.

Food for Peace

Our reviews of the various aspects of the Food for Peace programs were
conducted on a country-wide or functional basis and included such matters
as: sales of commodities for foreign currencies rather than dollars; potential
savings that could be realized in financing ocean transpertation charges;
the administration of a program for famine relicf; policies and procedures
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used for barter contracts: the administration of foreign donations of f{ood;
and financial management and accounting systems policies and practices.

In May 1966 we issued 3 reports to the Department of Agriculture point-
ing out certain improvements needed in their financial management and
accounting systems policics and practices in the Foreign Agricultural Serviee
and in the prompt colicction of foreign currency proceeds from sales of
agricultural commodities.

In two ol our reviews relating to the sales of commodities to recipient
countries for foreign currencies, we found instances where we believe it
likely that these Government-financed programs have displaced some com-
mercial sales which might otherwise have been sold for dollars, and have
impaired cllorts o improve the critical United States balance-of-payments
problems.

We also made several reviews pertaining to the financing of ocean trans-
portation costs in the shipment of commoditics to foreign countries. In
one of these reviews we estimated that about $1 million annually could be
realized if recipient countries had paid their proper share of ocean trans-
portation costs for the shipment of the commodities. The Department of
Agriculture advised that their procedures are being revised to require
recipient countries to pay their proper share of the ocean transportation
costs.

As a result of another review on the subject of ocean transportation costs,
relatively small quantities of agricultural commodities were being shipped
to voluntary reliel agencies which resulted in higher ocean transportation
costs than would be incurred if commodities were to be accumulated in
boatload quantities and shipped in chartered tramp vessels. In accordance
with our propesals, the Department of Agriculture, the Agency for Inter-
nationa! Development, and the voluntary relief agencies cooperated in the
consolidation of these shipments and the Department of Agriculture advised
that a savings of at least $880,000 had been realized from these
consolidations.

Management and Utilization of Foreign Currencies

In recent years the Congress has expressed considerable interest in the
utilization of United States-owned foreign currencies rather than dollars
to alleviate the deficit in the United States balance-of-payments position.
Also, the Bureau of the Budget has issued broad guidelines to the various
United States agencies directing that maximum use be made of United
States-owned foreign currency holdings.

Dorive the fiscal vear we made several reviews on the management and
utilizatton of foreien correncies,  In one of our reviews we found that laree

;5 of United States-owned foreien currencies were being held in non-

aovounis i korea, We estimaee that fromn November
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1962 to October 1964, the equivalent of as much as $1.8 million in interest
was not realived and that substantial additional amounts of interest could
have been realized ir. prior and subsequent periods.  This income could have
been used to offset United States dollur expenditures for purchases of goods
and services in Worea, The Treasury Department and the Agency for In-
ternational Developiment advised that corrective action was contemplated.

In another review we found that the Agency for International Develop-
ment did not collect sufficient amounts of Korean currency to meet United
States needs in Korea despite evidence of congressional intent that the col-
lection of such amounts be increased.  Had the collection of this currency
Leen increased during the period February 1961 through October 1964, we
estimate that $23 million in Korean currency would have been available
for use in lieu of dollars, to meet I7nited States obligations in that country
and that significant balance-of-payments benelits could have acerued to the
United States.

A review in Brazil disclosed that the United States failed to realize an
estimated $3.5 million in dollar receipts because the Embassy unncces-
ilv stopped selling United States-owned Brazilian currencies to United
States employees for a 16-month period.  Also, there was an unnecessary
delay in reinstating such service at the American consulate in Recife, Brazil.
Since this service was not provided, United States Government personnel in
Brazil spent dollars to buy Brazilian cwrrency for their personal expenses
from Brazilian exchange houses rather than from the United States Treas-
ury, thereby adding to the United States balance-of-payments problem. 1In
conformance with our recommendations the Department of State issued
instructions for corrective action.

i

DEPARTMENT OF STATE

Our audit work in the Department of State during fiscal year 1966 in-
cluded reviews relating to the financial administration and management of
the Department’s Washington office, as well as reviews relating to the ad-
ministrative policics, operational procedures and programs implemented
abroad at embassies and consulates.

During fiscal vear 1966 we issued three reports to the Congress: one re-
lating to the limited success experienced in obtaining contributions for the
Binational Educational Exchange Program; one pertaining to the possibil-
ity of reducing dollar outflow through the more extensive use of American-
made instead of [oreign-made materials in embassy and related construc-
tion projects overseas: and, the other concerning disparitics in transport-
ing overseas personnel to and from work,

We also issued one report in response to a vequest from a Member of the

Congress and six reports to Department officials on various matters. such as:
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overpayments of per diem travel allowances; excess transportation and stor-
age costs: and questionable year-end expenditures of appropriated funds.

The following are illustrative of the activities, functions, or programns
covered in our reviews,

Administration of the Binational Educational
Exchange Program

Our review of the efforts of the Department of State in obtaining con-
tributions from participating countries for the binational educational
exchange program disclosed that the Department has had only limited
success thus far in obtaining financial participation in the program by other
countries. For fiscal years 1962 through 1965, foreign currency contribu-
tions to binational foundations were made, or planned to be made. by only
8 of the 48 countries participating in the program.

Subsequent to the completion of our review, the Department announced
a policy to nurture, develop, and negotiate arrangements wherein con-
wibutions by foreign governments and foreign private donors for financing
educational and cultural activities will be maximized.

Utilization of American-made Products for
Consiruction Projects Overseas

Our look into the possibility of reducing the dollar outflow through
more extensive use of American-made building materials in embassy and
related construction projects overseas disclosed a number of instances where
foreign-made instead of American-made materials were used. Purchases
of foreign-made materials with nonexcess foreign currencies or dollars have
an adverse effect on the United States balance-of-payments.

The most significant instance which we noted of using foreign-made
materials, paid for with nonexcess foreign currency, was in the construc-
tion of an annex to the American Embassy in New Delhi, India, completed
in 1965. We identified purchases totaling about $273,000 in individual
amounts of over $1.000 from suppliers in England, Germany, and France.
All the items noted appeared to be of a type that zould have been purchased
in the United States.

The Department expressed general agreement with our findings and in
conclusion stated that it had undertaken to review and alter the policies
leading to a greater use of American-manufactured products within the
limits of practicality in contracts exccuted after March 1, 1966.

Other Reviews

In addition to the above reviews. we also initiated a general review of
the Department’s accounting system in November 1963 for the purpose

of identifving and reporting to Department officials anv areas requiring
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INTERNATIONAL OPERATIONS

correction to conform the system to the principles and standards of the
Comptroller General. By June 30, 1966, the review had progressed to the
point where it included reviews of the non-automatic data processing
procedures and controls relating to domestic payroll activities and the
procedures and controls employed in the budgetary accounting and disburs-
ing systems of the Regional Finance and Data Processing Center in Paris,
France.

An effort has been made during the vear through a number of mectings
with Department of State officials to convey to them our concern for the
general need for financial management improvements and for action with
respect to specific financial management practices identified during our
audits of departmental activities. In addition, numerous meetings werc
held on specific systems development problems including the development
of a statement of accounting principles and standards, the establishment of a
management fund, property accounting, and the use of statistical sampling
in voucher examination,

DEPARTMENT OF COMMERCE

Our review on the administration of the Inter-American Highway pro-
gram by the Bureau of Public Roads disclosed that the Bureau made
expenditures of about $647,000, and also allotted an additional $481,000,
of United States funds to finance the cost of certain repair and reconstruc-
tion work on a 68-mile section of the Inter-American Highway in northern
Costa Rica without requiring Costa Rica to bear its proper one-third share
of costs involved and without obtaining an appropriate determination from
the Department of State permitting the expenditure of United States funds
on a nonmatching basis although such a determination was required by
governing legislation,

‘The Bureau advised us in July 1965 that action had been taken to make
funds available to complete the Inter-American Highway in Costa Rica only
on the usual matching basis. This action, with regard to the $481,000 pre-
viously allotted on a nonmatching basis, should result in the reduction
of future expenditures of United States appropriated funds by about
$160,000.

POST OFFICE DEPARTMENT

During fiscal year 1966 we issued a report to the Congress on the esti-
mated annual savings of $600,000 which could be realized by the Post Office
Department as a result of its action to use United States air carriers to trans-
port United States letter-class international air mail rather than foreign air
carriers. (See page 51.)
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In response to our report, the Department informed us that reciprocal
agreements with some foreign countries were canceled, other existing agree-
ments were being reconsidered, and actions were taken to discontinue the
use of foreign carriers not covered by reciprocal agreements, except when
needed to provide adequate service.

UNITED STATES INFORMATION AGENCY

During fiscal year 1966 we expanded our reviews at the United States
Information Agency to cover operations as well as financial management.
Our reviews included such areas as the obligation of appropriated funds at
the end of a fiscal year, property management for projectors, internal audit
operations, and procurement of film and other items, We issued a report
to the Congress on practices which resulted in the questionable use of
certain funds at the end of a fiscal year.,

We also reviewed the planning and practices involved in establishing
some large radio {acilities for the Voice of America. We issued a confiden-
tial report to the Agency which related to certain aspects of the acquisition
of land for one such project.

In the financial management area our work centered on a review of the
Ageney’s accounting system for domestic payroll operations and on a re-
view of the justification for Agency acquisition of computer services.

PEACE CORPS

In June 1966 we completed a review on the management and accounting
for volunteer readjustment allowances, which disclosed that a number of
erroneous payments were made because the Agency’s procedures and prac-
tices were inadequate. The Agency agreed with our views and requested
our assistance in providing accounting systems technical assistance in re-
solving problem areas disclosed in our review. We are currently providing
the Peace Corps assistance in this area.

We have also made a preliminary review of certain of the Agency’s man-
agement and operating functions in Washington and at three overscas sites.

OTHER INTERNATIONAL ACTIVITIES

During fiscal year 1966 we continued our review on a selected test basis
of the (1) United States Arms Control and Disarmament Agency and (2)
the Foreign Claims Settlement Commission. Our selective reviews were
directed primarily to the areas of receipts, disbursements, and related fiscal
records. In addition, we examined into sclected aspects of the United States
Arms Control and Disarmament Agency’s contracting activities.
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CHAPTER SEVEN

Audit of Contracts

General

The departments and agencies of the Government spend approximately
$40 billion each year to procure by contract property and services for use
in their programs and activities. The Defense Establishment alone is
awarding contracts for weapon systems and related equipment and supplies
at the rate of over $25 billion annually. On the basis of the best availuble
information, we estimate that as much as 80 to 90 percent of the dollar
value of procurement by contract is made by negotiated contracts. Pro-
curement by negotiation is designed for use in situations, specified by appli-
cable law (Armed Services Procurement Act; Federal Property and Adminis-
trative Services Act; Atomic Energy Act), in which procurement on the basis
of advertised bid and award procedures is either impracticable or inappro-
priate.

Under these circumstances, there is not the assurance of fair and reason-
able pricing normally obtained when procurement is made on the basis of
advertised bid and award procedures. Therefore, negotiated prices must
be based largely on actual or estimated costs of producing the articles re-
quired. Such cost information, therefore, must be sound and realistic to
provide for the negotiation of sound prices. An important part of our over-
all audit responsibility is the continuing review of policies, precedures, and
practices followed by Government departments and agencies in the nego-
tiation and award of contracts and in the administration of contract terms
and conditions. We evaluate the effectiveness of the policies, procedures,
and practices by examinations of selected major contracts and subcontracts
awarded by the departments and agencies and by their prime contractors.
Our legal work relating to Government contracts is discussed in Chapter
Ten, “Legal Services,” beginning on page 101.

The primary responsibility for negotiating fair and reasonable subcontract
prices rests with the prime contractors. The Government’s interest in the
pricing of subcontracts stems fiom the fact that the prices of negotiated
prime contracts usually include actual or estimated costs to the prime con-
tractor for subcontracted itemns.

Under firm fixed-price and price-redeterminable prime contracts, costs
for subcontracted items are included in the prime contract price on the basis
of subcontract prices known or estimated at the time of negotiation of the
prime contract. Under incentive-type prime contracts the target prices are
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established on the basis of known ar estimated costs, and the ultimate price
borne by the Government, in effect, represents reimbursement for the prime
contractor’s actual costs, including subcontracted items, plus a portion of
the amount by which actual costs are lower than target costs or less a portion
of the amount by which the costs actually incurred in performing the con-
tract exceed the target costs. Under cost-plus-a-fixed-fee contracts, the
contractor receives a specified fee and also is reimbursed by the Government
for all costs incurred under the contract, including the costs of subcontracted
iterrs. Therefore, the departments and agencies have a responsibility to
pr ect the Government's interests by assuring themselves that the prime
contractor’s policies, procedures, and practices for negotiation of subcon-
tracts are adequate and effective,

During the fiscal years 1937 through 1966, we reported to the Congress
findings of excessive prices and other ¢osts totaling $133 million incurred
by the Government under contracts nege.iated by departments and agencies
or under subcontracts negotiated by their prime contractors. As shown on
pages 234 and 235 of the appendix, about $72.5 million of the amounts
we reported had been recovered through June 30, 1966. In addition to
these cases, we also found instances of excessive prices and other costs which
we deemed it more appropriate to report to the departments and agencies
involved rather than to the Congress.

The findings reported to the departments and agencies were generally
those which (1) had been accepted by the contracting parties and a basis
for an equitable price adjustment had been reached prior to the issuance of
our final report, (2) involved no new important principles or basic issues
relating to negotiation and administration of contracts, or (3) involved
relatively minor amounts.

The negotiation of unreasonably high prices may be attributea primarily
to inaccurate, incomplete, or noncurrent cost information furnished by con-
tractors or subcontractors in support of price proposals, deficiencies in the
control by the departments and agencies over the pricing of prime contracts,
and deficiencies in the control by the departments and agencies and by their
prime contractors over the pricing of subcontracts, Certain of the excessive
costs may be attributed to laxity of the departments and agencies in their
administration of negotiated contracts during the period of contract
performance.

Digests of the reports issued to the Congress during the fiscal vear 1966,
which include reports related to contract matters, are presented on pages
176 through 233 in the appendix. Scveral of the more significant reports
issued to the departments and agencies during the fiscal vear 1966 are
summarized below.

In March 1966, we reported that a fixed price contract awarded by the
Navy for the production of BULLPUP missiles was overpriced by about
553,700 because the cost estimates submitted by the contractor contained
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ervors and were not based upon the most current costs and other ;)nl'rinr.‘nl:
data available to the contractor at the time of negotiation. The contractor
had identified $178,500 of the overpricing piior to the start of our review.
The remainder (§375,200) was identified in owr review. We brought this
matter to the attention of the Navy and the contractor prior to the issuance
of our report in final form and they agreed to negotiate a settlement. The
negotiation resulted in a price reduction of $512,500 alter taking certain
adjustments into account.

In another instance reported in October 1963, we found that the target
price of an incentive-type subcontract negotiated by a prime contractor of
the Air Force included estimated costs of certain items not required for the
work to be performed. The overstatement of the subcontract target price
resulted in an overstatement of the target price of the prime contract which
also was of the incentive type. Our bringing this matter te the attention
of the contracting parties prior to the issuance of our report in final form
resulied in adjustments of the target prices. This should save the Govern-
ment about $235,000 by the reduction of the target and incentive profit
which otherwise would have been paid to the prime contractor,

In still another instance reported in December 1965, we found that the
Army had negotiated a fixed-price contract for the production of fuzes at
a price which was higher than warranted by the circurastances existing at
the time of negotiation. The contractor’s price proposal did not take into
account certain improvements in the manufacturing process, known to the
contractor, which would reduce costs and included costs of conducting cer-
tain tests which were not required. We brought our findings to the atten-
tion of the Army and the contractor prior to issuance of our report in final
form and they reached an agreement whereby the contractor refunded
$200,000 to the Government.

The departments and agencies have not only obtained recoveries as the
result of our findings but have also made certain improvements in the nego-
tiation and administration of contracts, with regard to the deficiencies dis-
closed by our reviews, by strengthening and clarifying their procurement
regulations and instructions. The more significant recent actions include
changes in regulations and instructions (1) to define more clearly those
expenses of contractors which are neressary and reasonable, and therefore
allowable as charges against Government contracts, and those that are not
allowable, and (2) to strengthen the record of negotiation by requiring
documentation of the basis used in establishing the contract price and the
extent of reliance or nonreliance on cost or pricing data furnished by the
contractor.

Truth in Negotiations Act

Although the departments and agencics were taking action with regard
to the deficiencies disclosed by our reviews and were continually improving
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their procedures for negotiation of prices, our reviews continued to disclose
instances of excessive negotiated prices. To further strengthen contract-
ing procedures, the Congress passed legislation—the Truth in Negotiations
Act—which amended the Armed Services Procurement Act.

This legislation (Public Law 87-653, approved September 10, 1962;
cffective December 1, 1962) requires, among other things, that, with cer-
tain exceptions, where price competition is lacking under negotiated con-
tracts and subcontracts, cost or pricing data be submitted in procurements
over $100,000 and be certified by the contractor and subcontractor as
accurate, complete, and current. The l.w provides further that in these
procurements the contract contain a clause permitting the Government to
recover any significant increase in the price that resulted from the subimis-
sion of inaccurate, incomplete, or noncurrent cost or pricing data, We
assisted the House and Senate Armed Services Committecs in developing
this legislation prior to its enactment since it was based in part on our find-
ings and recommendations.

Inasmuch as the law was enacted as an amendment to the Armed Serv-
ices Procurement Act, it is not generally applicable to the civil departments
and agencies.  The civil departments and agencies, however, have accepted
its basic concepts in the negotiation and award of their contracts and the
Federal Procurement Regulations have been revised to include similar
provisions.

The objectives of the Truth in Negotiations Act are clear. The problem
of developing procurement regulations which clearly define the means of
meeting these objectives and are feasible to apply and administer is complex.
Although the departments and agencies took prompt action to amend their
procurement regulations following enactment of the law in 1962, numerous
revisions were later found to be necessary to refine regulations in the light
of experience. The regulations are under continual study and additional
revisions were under consideration at June 30, 1966.

We made & review to determine the extent to which procurement officials
of the Army, Navy, and Air Force were requiring contractors to comply with
the cost or pricing data requirements of the law and the implementing pro-
visions of the Armed Services Procurement Regulation {(ASPR). The re-
view covered 141 contracts or contract amendments, in a total amount of
about §564 million, which had been negotiated in periods after October 1964
by 18 procurement agencies of the three military departments.

We found that the contracting officers of the procurement agencies, in
awarding 103 of the 141 contracts, in the total amount of about $470 million,
had not required contractors to submit or identify, in writing, the factual
data required by ASPR in support of significant cost estimates. For these
contracts. althouch a certificate generally was obtained from the contractor
to the eflect that cost or pricing data submitted were accurate, current, and
complete, there was no authoritative record by the contractor of what data
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had been submitted and were covered by such certificate for all or part of
the significant cost elements.

It appeared to us that the certificate was not wholly effective since it may
be impracticable to establish that the contractor had knowingly submitted
inaccurate, incomplete, or noncurrent data in instances where he had not
identified the data he had certified.  Further, the Government's rights under
the defective-pricing-date clause of the contract may be impaired since it
may be impracticable for the contracting office to establish that the data
actually used by the contractor in support of the cost estimates were in fact
crroneous in the light of other available data.

We discussed our findings with appropriate procurement officials to de-
termine why they had not obtained in writing from the contractors the
type of cost or pricing data required by ASPR. The explanations we ob-
tained indicated to us that the provisions of ASPR were not clearly under-
stood and were being variously interpreted by individual procurement
personnel,

On January 29, 1963, while our review was in progress, the Department
of Defense prescribed a new contract pricing “roposal form by a revision
to ASPR. The stated purpose of the new form is to provide a standard
format by which the offeror submits to the Government a summary of in-
curred and estimated costs and supporting information suitable for detailed
review and analysis, Instructions provide that, when attachment of sup-
porting cost or pricing data to the form is impracticable, the data be appro-
priately described and be made available to the contracting officer or his
representative upon request. The new form and related instructions should
go a long way toward achieving compliance with the law and the imple-
menting provisions of ASPR, This form had not been used in the procure-
ments we reviewed and as late as July 1963, had not yet been distributed.

In August 1963, we discussed our findings with officials of the Office of
the Assistant Secretary of Defense (Installations and Logistics). We were
advised that the new forms were then available and that action was being
taken to assure that they are appropriately used. We were also advised that
our findings indicated a need for more effective training of procurement
officials. Our report on these findings, submitted in October 1965, was
directed to the Secretary of Defense.

Administration of Contract Terms and Conditions

The negotiation and award of a sound, reasonably-priced contract is an
important responsibility. An equally important responsibility is to ensure
that the contractor complies with the terms and conditions of the contract.
During the fiscal year 1966 we submitted to the Congress two reports on
areas where, in our opinion, the administration of contract terms and con-
ditions should be strengthened to protect the rights of the Government,
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One of the reports dealt with the contract clause, required under the Truth
in Negotiations Act, which permits the Government to recover any
significant increase in the price that resulted from the submission of in-
accurate, incomplete, or noncurrent cost or pricing data; the other dealt
with the patent provisions of certain contracts which grant the Government
rovalty-free use of inventions.

In a report submitted in February 1966, we presented our views that
there was a need in the Department of Defense for postaward audits of
contracts in order to detect lack of disclosure by contractors of significant
cost or pricing data available prior to negotiation and award. We had
found, as stated in a number of reports issued to the Congress and in other
reports in process, that significant cost information was not disclosed to
Government negotiators although it was available or known to contractors
prior to negotiation of contract prices or prior to the award of the contracts.
As aresult, contract prices were increased by the inclusion in price proposals
of estimated costs that were substantially higher than the costs that should
reasonably have been anticipated on the basis of information known to the
contractors. For various reasons, preaward audits, where made, were not
effective in disclosing cost estimates that were excessive in the light of
information available at the time of negotiation and at the time of the
award of the contracts.

Accordingly, we proposed to the Department of Defense (1) that the
Defense Contract Audit Agency establish a program for regularly scheduled
postaward reviews of selected contracts, (2) that contracting officers evalu-
ate the need for postaward audits of contracts awarded on the basis of
certified cost or pricing data which they have reason to believe may not be
accurate, complete, or current or may not be adequately verified; and (3)
that the Armed Services Procurement Regulation be revised to provide that
a clause be included, in appropriate circumstances, granting contractual
rights to examine records, zenerated during the contract period, considered
necessary for verifying that the data submitted and used in establishing the
contract price were accurate, complete, and current at the time of negotia-
tion and award. The Department of Defense advised us of agreement
with the first two proposals and stated that the third proposal was under
consideration by a subcommittee of the Armed Services Procurement
Regulation Committee.

In a report submitted in April 1966 we presented our findings that the
Government had been charged royaltics for the use of certain chemical
milling inventions which inventions, in our opinion, were subject to the
patent rights provisions of the confract granting the Government a royalty-
free license. At the time of our review, Government contracts with other
firms had been charged royalties totaling about $500,000 of which an
unidentified portion covered improvement patents of another company
whose records were not subject to our review.
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In response to our findings and our proposal that the matter be settled
on equitable grounds, the Air Force negotiated a settlement agreement with
the contractor. The agrecment provides for (1) a rebate to the Govern-
ment of $157,000 as settlement of one hali of the contractor’s share of 1.
royalties paid by Government contractors through September 30, 1964, (2)
a continuing rebate of one half of the contractor’s future share of such
royalties, and (3) a grant of royalty-free licenses on certain of the contrac-
tor's inventions,

Because of the varied interpretations of the term “subject invention™ as
defired in the Armed Services Procurement Regulation (ASPR) we pro-
posed that the patent provisions of the ASPR be amended to provide a more
definitive description of the term and to establish 2 presumption that any
invention, which relates to the subject matter of the contract or to work
incident to or required under '~ contract, is a “subject invention.” The
Department of Defense state © 1. osur proposal would be considered by the
ASPR Committee. In July .66 the Department of Defense advised us
that the ASPR Committee considered our proposed definition of “subject
invention” as too far reaching and beyond that for vhich the Government
pays or to which it is entitled.

We niet with officials of the Department of Defense to discuss with them
the position taken by the Department on the recommendations included
in our report. We were informed that, although our recommendations were
not fully accepted, certain changes had been approved by the ASPR Com-
mittee for inclusion in the ASPR to improve administration of patent
provisions of contracts. These changes may accomplish the results con-
templated in our recommendations. We plan to review the effectiveness
of the changes when they are implemented.

Congressional Hearings on Confract Audits

In May, June, and July of 1965 the Military Operations Subcommittce
of the House Committee on Government Operations held hearings on the
subject of the Comptroller General’s reports to the Congress on audits of
contracts. A report on these hearings was transmitted to the Speaker of
the House by the full committee on March 23, 1966, and was printed as
House Report No. 1344, 89th Congress, 2d Session. The nature of these
hearings and the results thereof are succinctly indicated by the following
paragraphs of the committee’s report.

“The General Accounting Office is an agent of Congress. It is always on
call and its staff resources are available to congressional committees. It is the
watchdog for Congress over Government expenditures.  The reports of the GAO
are an indispensable source of information to the Congress. Over the years the
GAO has done an outstanding job for Congress and for the taxpayers of this
country and it is to be commended for its work. However, in the past few ycars
there have becn criticisms from within the Government and from industry as
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to some of the practices of the General Accounting Office, particularly in the
contract audit arca. Subcommitee hearings were held in May, June, and July
of 1965 during which these criticisms were heard. While not all of the criticisms
were supported, some appeared to have merit,

& * * * * * *

“Since the subcommittee hearings the General Accounting Office has made
changes in procedures and in other matters which in the committee’s opinion
have resulted in improvements in reporting practices without in any way cir-
cumscribing the GAO from fully and faivly reporting to Congress on matters
within its arcas of concern which, of course, is a duty Congress expects to be
continued.

“The committee is pleased to report that the hearings of the Military Opera-
tions Subcommitee served a highly useful and constructive purpose.  As a direct
result of matters brought up at the hearings and discussed further in subsequent
informal conferences with the Comptroller General and his associates, GAO re-
porting practices have been substantially improved. A healthier climate of work-
ing relationships between the GAO, the Department of Defense, and defense
contractors has developed. The backlog of GAO cases referred to the Justice
Department has been reduced. The GAO itself has benefited greatly by its re-
examination of policies and procedures occasioned by the subcommittee inquiry,
and because the GAO is an ann of the Congress, the Congress also stands to
benefit from this self-reappraisal and improvement.”

A letter dated March 4, 1966, from the Acting Comptroller General
setting forth in detail the issues raised and discussed at the hearings and
outlining the actions taken by the General Accounting Office since the
hearings is included asappendix 1 in the committee’s report.

On July 1, 1966, the Comptroller General informed the Chairman of
the Military Operations Subcommittee of the internal reorganization of
our Defense Accounting and Auditing Division which had been made
effective June 8, 1966. (The reorganization is discussed on pages 62 and 63
of Chapter Five, “Audit of Defense Operations and Programs.”) The
Comptroller General stated that, in revising the organization of the Defense
Accounting and Auditing Division, careful consideration was given to the
committee’s suggestions and recommendations included in its report of
March 23, 1966. He stated that our audit coverage of defense contraets
will continue to constitute one of our major areas of endeavor and that
our audit approach has been broadened in that we are covering defense
contracts in much greater depth than hevetofore.
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The General Accounting Office is responsible for determining the correct-
ness of charges paid for freight and passenger services furnished for the
account of the United States, for the recovery of overcharges, and for the
settlement ol transportation claims both by and against the Government.

As a further part of our basic audit and investigative functions we review,
evaluate, and report on the transportation and traffic management activities
of Government agencics and assist the agencies in the performance of their
transportation and traffic functions.

As part of our duties relating to the settlement of transportation claims,
we fumish technical support and other assistance to the Department of
Justice in the prosecution or defense of transportation suits to which the
United States is a party.

The scope of our responsibilities for auditing and reviewing transporta-
tion in the Federal Government is indicated by the magnitude of the Gov-
ernment expenditures fo: transportation services, Direct procurement of
commercial transportation amounts (o about $3 billion annually.  Approxi-
mately §1.5 billion of this amount are for services procured on standard
forms and these expenditures are audited centrally by this Office on the
basis of paid bills submitted by Government agencies. Other expenditures
for direct procu rment of commercial transportation consist primarily of
contract services and payients by Government corporations that are audited
on site.

The Government also spends several billion dollars annually for oper-
ation of military transportation flects, for movement of civilian employces’
household goods on a commuted basis, for reimbursement of transportation
charges incurred by cost-type contractors, and for other indirect transporta-
tion services. These expenditures are covered in our reviews of selected
activities and programs of the various agencies.

AUDIT OF TRANSPORTATION PAYMENTS AND SETTLEMENT
OF CLAIMS

The Transportation Act of 1940 requires the administrative agencies to
pay the bills of carriers subject to the Interstate Commerce Act and the
Federal Aviation Act upon presentation prior to audit by the General
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Accounting Office.  Although payments to carriers not subject t these
acts may be audited prior to payment, for administrative efficiency all
transportation bills for services procured on standard Government forms
are normally paid before audit,

Certifying and disbursing officers are exempted from liability for any
overcharges by carriers arising from the application of improper rates or
charges.  Our Office receives the paid bills on a Government-wide basis,
makes a central postaudit, determines overcharges, and recovers the over-
charges from the carriers.  Our audit of transportation charges is nor-
mally completed in 6 to 7 months after payment,

During the year, we audited 4.8 million bills of lading for freight ship-
ments, for which the Government had paid about $944 million, and 2.7
million transportation requests for passenger travel, for which the Govern-
ment had paid about $530 million. This represen: Wl an increase in pay-
mients audited over the prior vear of about 20 percent. With the erowing
.S, military activity, we anticipate that payments audited during fiscal
vear 1067 will increase at approximately the same rate.

Frem our audit of transportation pavments in fiscal year 1966, we issued
86,970 overcharge notices to commercial carriers requesting refunds totaling
$10.7 million. Collections fron: carviers during the year amounted to $8.3
million. which were credited to basic appropriations of the procuring agen-
cies or, where this was not possible, deposited in the Treasury as miscel-
laneous receipts.

As part of our review of transportation payments, we also identified
numerous individual shipments where the transportation services were pro-
cured at excess costs to the Government, These traffic management errors
resulted from the selection of uneconomical routes, modes of carriage, or
tvpes of service and were brought to the attention of responsible trans-
portation officials of the agencies involved for necessary corrective action.

A by-product of our audit is the accumulation of paid vouchers which
are subject to disposal variously under 4-year and 10-year retention pro-
grams approved by Congress.  During this year we disposed of 2,765 cubic
feet of record material consisting principally of paid transportation vouchers
for the vears 1961 and 1862, which were surveyed for disposal under the
d-year retention program. Vouchers identified here as subject to the
10-year retention period are stored at the General Services Administration
Record Center at Mechanicshurg, Pennsylvania, and are disposed of by
GSA as the retention period expires.

Section 305 of the Budget and Accounting Act, 1921, provides that all
claims and demands whatever by the Government of the United States or
against it shall be settled and adjusted in the General Accounting Office.
Pursuant to this law transportation claims, with certain exceptions, arc
required to be submitted to the Office for adjudication. These exceptions
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relate to claims for (1) amounts deducted for loss 2nd damage where it is
determined that the administrative action was taken in error; (2) acces-
sorial or supplementary freight and passenger services; and (3) amounts
arising from errors in extension or footing on prior bills. These latter claims
after payment are subject to review here in our audit of paid vouchers.

In fiscal year 1966, we received 26,880 claims and settled or otherwise
disposed of 29,413 claims for $37,130,274. Included in these claims were
1.925 original bills for $30,768,342, mostly assigned bills for Military Airlift
Command contract movements, audited before payment to protect fully
the Government's interest. We certified $30,573,038 for payment on these
original bills, and disallowed $195,304 as in excess of the proper contract
and/or tarilf rates. The balance of the claims were supplemental bills of
cavriers for changes in their original charges or demands for repayment of
overcharges collected by the GAO. In disposing of these claims, amounting
to $6,361,932, we certified for payment $2,867,392 and disallowed or
terminated $3,494,540.

TRANSPORTATION MANAGEMENT REVIEWS

During fiscal year 1966 we prepared two reports to Congress on our
reviews of transportation services procured by *he Department of Defense.
Details of these reports are given in the digests of reports to the Congress
on page 222 of the appendix to this report.

Our transportation management ieview work during the year was con-
centrated primarily in two major areas of Department of Defense expendi-
tures for commercial transportation services; shipping and storing household
goods via domestic vau carriers and unregulated freight forwarders engaged
in overseas traffic, at an annual cost of about $400 million; and the procure-
ment of contract freight and passenger airlift by the Military Airlift Com-
mand, also at an annual cost of about $400 million.

Because of significant audit and management problems identified in the
forwarder method of shipping and storing military household goods in the
overseas traffic, which costs the Department of Defense about $150 million
a year, our major review effort was devoted to this activity.

Among the principal areas under review are: the alternative costs to the
Department of Defense of directly procuring from the companies involved
the commercial transportation and related services, rather than contracting
for these services through unregulated freight forwarders; the high diversion
rates negotiated with the forwarders for reconsigning shipments; the reason-
ableness of rates negotiated with the forwarders for volume movements; and
the validity of claims by the forwarders for storage-in-transit and appliance
servicing charges.
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Qur review of transportation management by the Military Airlift Com-
mand is directed primarily to the procurement of freight and passenger
service in the regularly scheduled overseas flights of commercial carriers at
reduced military tariff rates. This review covers the size of freight shipments
tendered by the Military Airlift Command in relation to the tariff rate scales
and comparison of the rates and baggage allowances for children in the
military tariffs, with similar fares and allowances in commercial tariffs,

ASSISTANCE IN THE TRAFFIC AND TRANSPORTATION FIELD

During the year we assisted various Government agencies in their traffic
and transportation activities by—

1. Advising the Department of Defense on expanding the use of the
short form Government bill of lading;

2. Reviewing certain recommendations by the National Defense Trans-

portation Association for significant changes in the Department of
Defense transportation billing and payment procedures;

3. Reviewing simplified rate quotations to cover freight all kinds in
box cars proposed [or adoption by the Military Traffic Management
and Terminal Service of the Department of Defense;

4. Furnishing passenger fares and other transportation data to the
Department of Labor for preparation of the monthly consumer
price index;

5. Considering and acting upon several requests from the administra-
tive agencies for permission to deviate from established transporta-
tion procedures in the interests of economy and efficiency;

6. Providing guest lecturers at the State Department School of Foreign
Affairs, Washington, D.C., and the U.S. Army Transportation
School, Fort Eustis, Virginia.

We continued our practice of meeting with representatives of individual
carriers or members of their trade associations to discuss and resolve mutual
problems relating to our audit of carriers’ bills. During the year we par-
ticipated in 11 meetings with various domestic and international carricr
associations and had frequent discussions in Washington with individual
carrier representatives.

Also, to assist the carriers in transportation documentation, we acted favor-
ably upon several requests for (1) the use of automation forms in preparing
bills; (2) the substitution of a delivery receipt for the consignee’s certificate
of delivery on the Government biil of lading for better document control
on shipments of unaccompanied baggage; and (3) the use of simplified billing
procedures on shipments made on the short form Government bill of lading.
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ASSISTANCE IN THE LEGAL FIELD

During fiscal year 1966 we continued to provide technical assistance to
the Department of Justice in the prosecution and defense of transportation
suits by or against the United States. As part of this assistance transporta-
tion specialists participated in eight pretrial conferences or trials before the
Court of Claims in Washington, D.C.

We reported to the Department of Justice for collection debts against
carriers involving 158 items in the total amount of $91,305. During the
fiscal year similarly reported debts covering 670 items in the total amount of
$+426,997 were settled by the collection of $96,615 through judgments, com-
promises, or otherwise.

We received from the Department of Justice notice of the filing of 93
suits by carriers covering 157,879 shipments. Mlost of the suits were on
overseas movements of household goods by the Department of Defense. The
amount sued for was not stated in the petitions filed on these suits but we
estimate that the liability of the United States, if the carriers prevail on ali
of the issues, will exceed $30 milbon.

In the same period we furniched technical advice and other assistance
to the Department of Justice in 47 suits for $902,853 involving 3,621 ship-
ments. Fifty-one suits, the subject of reports in this or prior years, involving
9,164 shipments and $2,036,199 were settled by payment of judgments for
$664,178 and by dismissal or withdrawal of the balance.

A significant transportation case in which we [urnished technical advice
and assistance was Northern Pacific Railway Company v. United States,
Ct. CL. No. 319-59. This suit for $315,115.32, was decided in favor of the
Government on January 21, 1966, The court, in ruling for the Government,
held that shipments from 1953 through 1958 of low-grade manganese ore
having an actual value of less than $10 per ton, which the Government
purchased for $25 per ton as an incentive price under the Defense Pro-
duction Act of 1950, were entitled to a low commodity rate based on actual
value and not subject to the higher class rate claimed by the carrier not-
withstanding that the Government failed to furnish the certificates of value
required by the commodity tariff rules. A companion case for $658,659.06
on which action was in abeyance pending the decision in Ct. C'. No. 319-59
was dismissed with prejudice by the Court of Claims in March 1966.
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CHAPTER NINE

Claims

The Claims Division is responsible for the adjudication and settlement of
all claims by and against the United States with the exception of claims by
and against common carriers for transportation items which are processed
by the Transportation Division. Legislative authority for this function is
contained in section 303 of the Budget and Accounting Act, 1921, which pro-
vides that all claims and demands whatever by the Government of the
United States or against it shall be settled and adjusted in the General Ac-
counting Office, and in section 304 of this act which provides that this Of-
fice shall superintend the recovery of all debts finally certified by it to be due
the United States.

While these provisions appear to be all inclusive, Congress has enacted
various laws authorizing certain Government agencies and departments to
adjust and settle most of the claims arising in connection with their own
programs and operations, while other laws have given the courts exclusive
jurisdiction over certain types of claims. On the other hand, specific statutes
have been enacted which provide that payment may be made only upon
settlement of the General Accounting Office. For example, claims for the
proceeds of depositary checks which have not been paid prior to the close
of the fiscal year next following the fiscal year in which the checks were is-
sued must be certified for payment by this Office (31 U.8.C. 132) ; claims
for underpayment of wages under the Davis-Bacon Act (40 U.S.C. 276a—
2) and the Contract Work Standards Act (40 U.5.C. 330) are for payment
by this Office, and, with few exceptions, judgments against the United States
are paid pursuant to settlements of this Office.

Claims Against the United States

As a general rule the Government departments and agencies pay most
of their obligations in the normal course of business, Claims against the
United States that are referred to the General Accounting Office for settle-
ment are usually limited to those required by statute to be paid on settle-
ment of this Office and those involving doubtful questions of law or fact as
to the validity or amount of the claim or the entitlement of the claimants.
They arise from virtually any transaction of the Government and are re-
ceived from individuals, business entitics, and foreign, State or municipal
governments. For convenience, the claimants are classified as live civilian
employees, deceased civilian employees, live military personnel, deceased
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military personnel, and live and deceased other public creditors, and the
subject matter is categorized as compensation, pay and allowances, travel,
per diem, transportation, judgments, acts of Congress, cor.tracts, trust funds,
refunds, and miscellancous.  Actions include examination, development
when necessary, adjudication, and certification for payment, or disallowance.

Settlement of claims by this Office provides an economical means by which
claimants and administrative offices can be assured of [air and impartial con-
sideration and the resolution of doubtful matters or controversial points of
issue without resorting to the courts. Settlements of this Office are not bind-
ing upon the Congress or the courts and therefore they do not destroy or
diminish the rights of the claimants.

On July 1. 1963, we had on hand 606 claims azainst the United States.
During the fiscal vear we received 8,549 claims »nd settled 8.274 claims,
leaving a caseload on hand of 881 claims on June 30, 1966. Incident to the
scttlement of the 8.274 claims, we certified the amount of $32,596.936.79
for payment.

Claims by the United States

Claims by the United States are referved to the Othee for adjudication
and collection when they involve administrative doubt as te the amount or
propriety of the debt or the Nability of the parties to the transaction.  The
regulations also require that debts due the United States be reported to us
when the departments and agencies are unable to collect the full amount of
the debts through the use of their regularly prescribed collection procedures.

The subject matter of these debt claims is as varied as that of claims
against the United States. We examine and adjudicate the claims referred
here because of administrative doubt so that action to collect the amounts
found due the United States may be taken, if appropriate, In other debt
claims we examine and develop the claims and take whatever steps may be
necessary to collect. Our collection actions include demands for payment,
locator actions, development to ascertain the financial status of the debtors.
and the issuance of proofs of claim in bankcuptey and deccased debtor
cases. Il development of a claim discloses that a debtor is presently 1e-
ceiving pavments from the Government, we take steps to have amounts
withheld. if otherwise proper, for application to his debt. In the event
a debtor is financially unable to remit the full amount of his debt ‘n ene
pavment, he is permitted to make installment payments commensurate with
the amount of the debt and his ability to pay. If collection actions are
unsuccessful we may report the debts to the Department of Justice [or suit,
if warranted, together with our certification of the amount due the United
States and such information and documents as may be necessary to support
court proceedings.

On July 1, 1963, we had on hand n the Claims Division 29,568 claims
by the United States. During the period July 1, 1963, through June 50,
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1966. we received 41,201 claims and settled 33.977 leaving a balance of
36.792 claims on hand June 30, 1966. Of the 36,792 claims on hand, 11,472
were under collection representing accounts receivable in the amount of
$3,852,032.36. Incident to the adjudication and collection activities dur-
ing the fiscal year, we collected $4,128,553.91. During that period we re-
ported 3,299 claims to the Department of Justice for suit and as of June 30,
1966, 7,189 of the claims pending with that Department were under collec-
tion, representing accounts receivable in the total amcunt of $4,222,971.87.

The work of the General Accounting Office involving claims of the
United States will be affected by Public Law £9-308, the Federal Claims
Collection Act of 1966, which was approved by the President on July 19,
1966.

The law requires the head of an agency to atterapt collection of claims of
the United States for money or property. In adiition, an agency lLiead is
authorized to compromise any claim, or to terminate or suspend collection
action, where the principal amount of the claim is not in excess of $20,000,
and it has not been referred to another agency for collection cxcept where
there is an indication or fraud, misrepresentation, the presentation of a
false claim, or a claim involving a violation of the anti-trust laws.  Collec-
tion action may be tenninated or suspended only when it appears that no
person liable on the claim has the financial ability, present or prospective,
to pay any significant amount on the claim, or when the cost of collection
is likely to exceed the amount of recovery.

The new law may result in fewer debt claims being referred to our Office
for collection. However, it is difficult to estimate to what extent our debt
collection work will be affected.  First, the law is not effective for six months
after date of enactment. Second, we will have to consider fer possible
compromise "or termination or suspension of collection action the many
thousands of debt claims we presently have on hand. Third, we do not
know the volume of debt claims we will continue to receive from the agen-
cies considering that the law authorizes the agencies to terminate or suspend
collection actions only under certain conditions, and to effect compromises
and terminations or suspensions of collection actions in accordance with
joint standards of the Attorney General and the Comptroller General.
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CHAPTER TEN

Legal Services

1n this the forty-fifth year of our Office under the Budget and Accounting
Act of 1921, the legal assistance rendered to Government agencies continues
to reflect the scope, diversity, and complexity of matters submitted to the
Comptroller General for resolution.

Although the primary work of the Office of the General Counsel is the
preparation of the formal decisions of the Comptroller General, other legal
assistance includes preparation of informal memorandums on legal ques-
tions arising in the daily activities of the operating divisions of the General
Accounting Office; reports on legislation and legal matters to Members of
Congress, congressional committees, and the Bureau of the Budget; reports
on court actions by and against the Government; and answers to inquiries
from individuals and business firms not entitled to a formal decision.

Another important legal activity is the review of draft reports prepared
by other divisions of the Office for submission to the Congress, Usually the
legal review is made after comments from affected parties are received.
However, proposed reports which involve recommendations for adjustment
of contract prices are reviewed by the Office of the General Counsel prior to
distribution to the agencies and contractors concerned for their comment.
Also, advance reviews are made when specific legal problems dealt with in
the reports have not been previously considered by the legal staff.

During fiscal year 1966, 4,797 decisions and legal matters were handled by
the Office of the General Counsel. A statistical table of the decisions and
legal matters and the legislative reports prepared during the fiscal year will
be found in the appendix on page 257. The work of the Office of Legisla-
tive Liaison which is under the direction of the General Counsel is detailed
in Chapter Two of this report under the title “Assistance to the Congress.”

The Congress by law has vested in the Comptroller General of the United
States the responsibility for rendering decisions on the legality and propriety
of the receipt and expenditure of Federal funds. The law gives the heads
of departments and agencies and disbursing and certifying officers the right
to request our decision before initiating new programs, executing contracts,
promulgating regulations and certifying or disbursing public money. In the
exercise of the decision function new laws must be interpreted, administra-
tive regulations studied, decisions of the courts considered and foreign laws
researched.
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To illustrate, during fiscal year 1966, the Administrative Office of the
U.S. Courts requested our decision on the applicability of the Criminal
Justice £t of 1964 to proceedings in the Criminal Division of the D.C.
Court of General Sessions and to proceedings on applications to revoke
probation.*  ‘While the Act was found applicable to the D.C. General Ses-
sions Court so that fees could be paid to counsel appointed in criminal cases,
the Act was found inapplicable to probation revocation proceedings.

In our annual report for 1962, one of the decisions highlighted concerned
the use of appropriations for the conversion from coal to natural was of
heating plants at Fort Richardson and Elmendorf Air Force Bases in
Alaska,® At that time it was recommended that specific statutory authority
be obtained for the project. Subsequently Congress authorized the conver-
sion * and during fiscal vear 1966, at the request of a protesting bicdlder for
supplving the fuel requirements, our Office was asked to review the contract
procedures. The decision necessitated a study of State and Federal statutes,
judicial precedents and administrative procedures.®

Each year laws on the statute books for many years must be interpreted
in the light of current conditions. A decision illustrating such a situation
was one requested by the Postmaster General as to whether an automated,
seli-service postal unit recently installed on an experimental basis at shop-
ping centers throughout the country was required to be considered a public
building or improvement under section 3733 of ihe Revised Statutes en-
acted in 1868.%

Manv of the decisions rendered each year involve complicated intergov-
ernmental relationships and require research in more than one field of the
law. To highlight the year’s legal work fer this report, the more significant
decisions will be grouped for narrative purposes under the following topics:

. Foreign Operations and Overseas Expenditures
. Business Relations

Intergovernmental Relations

. Management Activities

. Personnel Matters

. Transportation

O U RO

FOREIGN OPERATIONS AND OVERSEAS EXPENDITURES

The increased military and cconomic activities in Viet Nam are reflected
in several decisions rendered during 1966. For example, at the request of

18 U.5.C. 30064 : B-156932, June 15, 1966.

* B-156932, June 13, 1966.

* G.A.O. Annual Report, 1962, p. 211.

* Section 535 of Department of Defense Appro. Act, 1965; Public Law 88-446,
* 45 Comp. Gen. 59, B-135725, August 5, 1965,

® B-158524, February 28, 1966.
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the Department of State. we advised the Department that the issuance of
a reculation to permit civilian emplovees on detail in Viet Nam to receive
post differential pavments retroactively from the date of arrival in the {or-
cign area was properly within the scope of the Overseas Differentials and
Allowances Ae’

The Department of Defense was advised that certain military personnel
who were unable to meet the parachute jump requirements to qualily for
parachute duty pay because they were engaged in combat operations in
a hostile fre area could nevertheless receive parachute duty pay under
statutory regulations which permitted the waiver of minimum parachute
jump requirements in these circumstances.®

At the request of the Administrator of Veterans Afi. " s the statutory basis
for granting special leave of absence with pay to VA physicians who vol-
unteer under the People-to-People Health Project to serve in provincial
hospitals in Viet Nam for short periods of time was reviewed.  In this case
it was determined that such special leave would be tantamount to using
appropriations for an unauthorized purpose and could not be authorized.®

A unique legal matter handled during 1966 illustrating a complex con-
troversy between several Government departments and a foreign govern-
ment concerned the tax status of property in the District of Cohumbia pur-
chased by the Government of Ireland. Because the problem had been of
considerable concern for some time the Department of State requested our
opinion concerning the liability of the Government of Ircland for current
taxes on property acquired for the official residence of the Ambassador. A
study of numerous and divergent court opinions, international treatics and
the Consular Convention between the United States and Ireland required
the conclusion that the Government of Ireland purchased the property free
of any taxcs or statutory liens for taxes.’®

Another decision having international aspects and involving a contro-
versy between two departments concerned the proper method for accounting
for foreiem currency uxchange losses incident to the unconsummated pur-
chase of property by the U.S. Embassy in Cairo, United Arab Republic.
In our decision holding that the exchange loss should be charged to the
initial appropriation rather than to the Treasury deficiency account, it was
sugeested that the State Departiment revise its Manual to indicate that the
proper exchange rate to be used in such collection transactions is the onc
which is applicable ar the time the recovery is made, ™

In commection with the construction of the Kastraki hydroclectrie praject

wn s Ackokas Rives in Geveoe, ase e was asked by the wascecesalal

T 74 Star. 7953; B-134392, March 18, 1966,

* B-158185, January 25, 1966.

* 45 Comp. Gen. 196, B-157790, October 25, 1965.
¥ B-158516, March 7, 1966.

#B~106270, February 11, 1966.
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bidder for the award of a contract by the Public Power Corporation of
Greece to review the procurement procedures.  After a review of the numer-
ous contentions and the applicable legal authorities it was held that the
refusal of Agency for International Development to approve the protesting
bidder because its bid was nonresponsive did not violate the requirement
that AID contracts should be made on a competitive basis to the maximum
practical extent. It was stated in this decision that in carrying out the func-
tions under the Foreign Assistance Act of 1961,"* AID should insist and take
steps to insure that contracts will be let under certain minimum rules of
fair play and competition. One reasonable minimum test for determining
if a particular contract will be made on a “competitive basis” is whether
the bidders receive equal treatment under the ground rules and bidding
conditions set forth in the bid solicitation documents. In view of the ap-
parent uncertainty regarding AID approval procedures on the part of the
bidders that was revealed in this review, our Office recommended that the
Manual Orders relating to AID regulations be published in the Federal
Register so that similar future uncertainties would be eliminated.™*

The Assistant Secretary of Defense requested a decision as to whether
there was statutory authority permitting enrollment of foreign students in
the advanced training portion of the ROTC program to entitle the accredited
civilian colleges to the commuted value of the uniform allowance. A study
of the legislative history of the Reserve Officers’ Training Corps Vitalization
Act of 1964, supported our conclusion that foreign students could partici-
pate in the program thereby entitling the colleges to uniform allowance
payments,'®

The Administrator for the Agency for International Development asked
our Office to look into that Agency’s authorities to include in foreign eco-
nomic and military assistance loan agreements diversion clauses and indemni-
fication provisions to reduce losses when assistance to foreign countries must
be suspended or terminated in the interest of the United States. A decision
sanctioning the general use of such clauses to assure compliance with legisla-
tive purposes of the forcign assistance program was rendered during the
fiscal vear.*®

Another decision involving expenditures overseas concerned the availa-
bility of Veterans Administration appropriations for the World War II
Memorial on Corregidor Island to pay travel expenses of staff members of
the Corregidor—Bataan Memorial Commission. Although the functions
of the Veterans Administration and the Commission are interwoven, the
use of related appropriations for the Veterans Administration would result

*32 US.C. 2151 ef seq

* B-158692, April 11, 1965
78 Stat. 1063,

¥ B.152628, November 30, 1065.
' B~133002, March 10, 1966.
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in an augmentation of the Commission’s appropriations contrary to law and
therefore could not be authorized.'?

BUSINESS RELATIONS

As in previous fiscal years the largest segment of the legal work of our
Office continued to be in the area of Government contracts. During 1966,
almost 30 percent of all the decisions rendered involved contracts and con-
tracting procedures. Our Office affords a forum for firms and individuals
doing business with the Government to have protests developed and their
claims adjudicated. Likewise the advance decision jurisdiction of our
Office gives the heads of Government departments and agencies as wel’ o3
contracting and procurement officers the opportunity to obtain a legal opin-
ion before executing a Government contract, lease or other business
agreement.

For the purposes of this annual report, some of the significant contract
decisions reviewed this year are those involving new procurement procedures
and those recommending corrective action by the department or agency.

As has been previously stated the long established role of our Office in the
contract area is to insure that Government procurement practices are admin-
istered in compliance with the law and statutory regulaiions, that the evalu-
ations are [air and reasonable, and supported by substantial evidence, and
that all firms and individuals wanting to compete for Government business
have the opportunity to do so.

One cf the new procurement procedures we were asked to review in 1966
was the procedure proposed by the Department of Agriculture to procure
aerial tanker services for forest and range fire control. On the basis of the
showing that competitive advertised procedures were impractical, the use
of the proposed negotiated procurement procedure was tentatively approved
along with the use of the prequalification procedure for determination of the
responsibility of the prospective contractor in the first step of the procure-
ment procedure before submission of proposed prices.'s

Following a careful review of the procedures used by the Navy Depart-
ment incident to a negotiated contract for the design, development and
construction of training devices known as Attack Center systeins, the Depart-
tient was advised that the procedures did not comply with the law and that
the protesting ofTerer had been improperly denied the opportunity to com-
pete to the disadvantage of the Government, The Department was [urther
advised that while the particular award would not be disturbed, corrective
action to preclude a recurrence of the deficiencies should be taken in future
procurements.'

¥ B-114876, November 17, 1963,

B RB_157954, December 15, 1965,
* B-157150, January 19, 1966.
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Similarly a determination by the National Aeronautics and Space Ad-
ministration to negotiate a research and developiment contract with onlv one
offerer on a sole source basis was found to have deprived other firms in the
competitive range of the apportunity of making offers on the same basis.
While the use of a nunerical score evaluation basis rather than a narrative
judgment basis to determine finmes in a competitive range was commended,
contracting agencics were admonished to exercise their discretion in this
area so as to eliminate from the negotindons required by Public Law 87-653
only those firms with whom such negotiation would be meaningless.*®

Alter reviewing the Army Electronics Connnand procedures in disposing
of surplus special tooling in the possession of a prime contractor at the
request of an unsuccessful purchaser, it was suggested to the Secretary of
Defense that appropriate revision to the Armed Services Procurement Reg-
ulation be made so that the party in possession of the property would have
an opportunity to submit a bid or offer.  Further it was suggested that the
pertinent regulations designed for disposition of contractor inventory upon
termination of a contract. where prompt scttlement of termination claims
mav be a [actor, may not he appropriate [or the disposition of all Govern-
ment-owned surplus property which may be in the possession of contractors
or subcontractors. Where some or all of the property has been used by or is
in possession of subcontractors determinations of potential utility based solely
upon the advice of the prime contractor mav require regulation changes.™*

Another new procurement procedure reviewed by our Office in fiscal 1966
was a “catalogue” method of purchasing for welfare clothing and footwear
needs in the District of Columbia. Our review was undertaken upon a pro-
test of the National Small Business Association, While we found that the
catalogue method of purchasing was legally proper and in the best interest
of the District of Columbia we requested the procuring activity to correct
certain deficiencies to make the specifications more precise, to change the
method of evaluation based only on the discount price, and to provide for
changes in contract prices,**

Following a decision which highlighted the problem of a labor surplus
area contract being awarded to a contractor who was not to perform in a
labor surplus area because at the time of award the contracting officer was
not informed that an area classification change had been made, the Depart-
ment of Labor took steps to correct the matter.”  The Department changed
the format of “Area Trends in Emplovment and Unemployment™ by adding
an effective date to the classification of labor surplus areas and making the
date a suflicient period of time after publication so that contracting officers
would have time to receive notice of changes prior to the effective date.

# B-158042. March 30, 1966.

= B-156023, July 2, 1965.

= B-157023, January 28, 1966.
# B-157684, February 11, 1966,
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Other contract decisions suggesting unproveimnents in procureinent pro-
cedures and guidelines include a decision to the Secretary of Health, Educa-
tion, and Wellare advising that an inwvitation for fork lift trucks was delec-
tive, in that bidders were unable to determine the minimuny weight require-
nients lor the lift capacity specified. and should be cancelled ' The Navy
Deparument was advised that in drafting specificavons for dredyging projects
different miethods of disposal should be permitted such as the hvdraulic
method and that bidders should be advised of all available disposal
locations.

When an examination of several sertlement agreements which were nego-
tiated alter termination ol fised-supply contracts [or convenience of the
Government reflected recovery for anticipatory profits out of proportion to
the actual work performed and to the benefits derived by the Government,
corrective action was sugeested. It was suggested that the Federal Procure-
ment Regulations be amended to make mandatory the use of a termination
for convenience clause in fixed-supply contracts of the civilian procurement
agencies similar to that inade mandatory in the Avmed Serv
Regulation.®®

5 PI'OCL!I'E]IICIII

Another settlement agreement that pointed up a need for changes in
contract language was the subject of a decision to the Postinaster General.
In this case a claim [or repairs under a leascback-construction contract was
based on an allegation that the specifications were defective.  In denying
the claim it was held that the construction contract and the lease were sep-
arate transactions and specification warranty could not be shifted to the
Government under the lease agreement.®”

The use of unrestrictive specifications abroad as well as in domestic pro-
curements is equally necessary. A decision illustrating consideration of
restrictive specifications was one involving the procurement of solid fuel
ior the Armed Forces in Furope. After a review of the protestant’s allega-
tions, the Departiment of the Army was asked to have the Burcau of Mines
expedite coal content tests to learn if the Army’s minimum needs could be
met at less overall costs to the Government in future procurements.

Another improvement in procurement practices was one suggested to the
Tmmigration and Naturalization Service as a result of a review of a bid pro-
test. The protest indicated that only one company in the arca ol Browns-
ville, Texas, could respond to an invitation for furnishing aircraft mainte-
nance and services because only 14+ days were allowed between the date of
issuance of the invitarion and bid opening. It was suggested that in future

B-158981, June 10, 1966.

= B-138933, April 29, 1966,

= B-133936, December 10, 1963.
16683, April 5, 1966,

~1537145, May 8, 1966.

B
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procurements of such continuing services considerably more time between
invitation issuance and bid opening and commencement be allowed.*®

The time elenient was found to be insufficient in another procurement.
The Coast Guard in an invitation for the construction of an aircralt hangar,
office, and storage [acility permitted only two days between the issuance of
amendments to the specification and bid opening. It was suggested that
this time was not sufficient for receipt, consideration, and acknowledgment
of the amended specifications by prospective bidders located outside the
arca of the procuring office.  Since the procurement regulations are spe-
cific and make sufficient time mandatory, awards under the invitation were
not permitted.*® These examples illustiate how through the decision func-
tion deficiencies in procurement practices are revealed and corrected.

INTERGOVERNMENTAL RELATIONS

The extensive Federal aid and grant programs enacted in the last few
vears have generated many diverse legal questions. A decision of wide
interest concerned the availabilitv of Department of Health, Education, and
Wellare funds authorized under the Nurses Training Act of 1964 for
retroactive participation in the cost of construction projects commenced
under the earlier Health Professions Educational Act of 19632 On the
basis of a study of the legislative history of the two authorizing statutes and
the pertinent appropriation acts which indicated that the construction pro-
grams were substantially the same, retroactive Federal participation in ex-
isting nurses training facility construction projects was authorized.®

The Administrator of the Federal Aviation Agency requested advice as
to whether under the Iederal Airport Act * the Federal Government could
share in the cost of a contract for the closing of streets and conveyance of
rights of way with a suburban community for development of an airport.
The threshold question involved in the case was one that was anticipated
to arise in several other airport projects. A study of the act and regulations
supported the use of Federal funds for the agreement. It was found that
the contract method was more advantageous to both the city and the Govern-
ment than the institution of lengthy condemnation proceedings.®* The
Federal Aviation Agency also asked whether a lease for space in a new build-
ing at the Albany County, New York, airport for a flight service station would
be regarded as a lease-construction agreement requiring Congressional com-
mittee approval. The proposed lease was found not to contravene the

= B-15705%, August 2, 1965,

= B-158766, April 26, 1956 id. June 3. 1966.
=42 11.5.C. 296 et seq.

249 U.8.C. 293 et seq.

= B-158296, Fehruary 18, 1966.

*40T1.8.C 110

= B-159175, _]une 9, 1966.
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prohibitory statute because the agency had made no binding commitment
to lease the space in advance of the construction of the building.*

Conversely, Congressional committee approval for a lease-construction
project was determined to be required in connection with the proposed
use by the Veterans Administration of an underground garage to be con-
structed between the University of Chicago medical school and a veterans
hospital under an urban renewal project. The agency requested resolution
of several legal questions concerning the availability of appropriations for
the proposed lease. The lease-construction arrangement for the parking
facilities was determined to require Congressional approval and the parking
fees for private vehicles could not be used for maintenance expenses for the
garage in the absence of statutory authority.®”

The Secretary of the Army on learning that the Missoula Montana Fire
District would no longer furnish fire protection services to the Fort Missoula
Reservation, a Federal enclave, was advised in our decision that no legal
objection would be made to the execution of a contract with the fire district
for such fire services.®

Also in the intergovernmental relations area was a decision to the Director
of the Office of Emergency Planning concerning available appropriations
for disaster repairs, In this case funds authorized for disaster relicf for
repair of a sewage treatment plant which was under construction at the time
of damage by a tornado were held not to be available.®

Because of diverse views between the Secretary of Housing and Urban
Development and the Secretary of the Treasury as to the availability of
appropriations for open space land grants to State and local governments,
our Office was requested to resolve the matter. A review of the legislative
history of the authorizing and appropriation legislation substantiated the
views of the Treasury Department that the use of appropriations was limited
to the particular fiscal year.*®

MANAGEMENT ACTIVITIES

Some of the decisions rendered in 1966 reflect the present emphasis on
improvement in Agency administrative and accounting matters. Illustrative
of such decisions was one requested by the Secretary of Agriculture as to
the responsibility and authority of administrative officers to withhold and
use timber sale deposits. Agriculture requested permission to apply the de-
posits against debts of the purchasers. While tve use of the deposits for
debt settlement depends upon the individual contracts and different rules

“ B-158452, February 17, 1966.

7 45 Comp. Gen. 27, B-156496, July 9, 1965.
.45 Comp. Gen. 1, B-125617, july 2, 1965.
®B-158318, January 17, 1966,

“ B-145153, February 18, 1966.
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apply, the attention of the Department was called to a workable deposit
clause used by the Defense Supply Agency to apply deposits received from
purchases ol surplus property to satisfy their debts. It was suggested that
such a clause consistently used in all contracts would eliminate the burden-
some demand procedures and the subsequent institution of court action,”

Since the deposit of debt collections to the Treasury is the most economical
method for handling such receipts. the Department of Housing and Urban
Development was advised that the deposit of a planning advance collection
to the public works revolving fund was not justified.’?

Another decision rendered in 1966 concerning the proper disposition of
collections was one to the Sceretary of the Treasury involving charges re-
ceived by the Federal Power Commission from licensees for headwater im-
provements construcied by the Corps of Engineers and the Bureau of
Reclamation. This decision is particularly significant this year because it
required the reexamination of a decision issued forty-five years ago.®® In
affirming the original determination it was held that, notwithstanding sub-
sequent amendatory legislation, the collections must be deposited to the
appropriation for maintenance and operation of dams and improvements
on navigable waters, It was further held that pavments from benefits
attributable 1o reclamation projects should be credited to the reclamation
fund. Assistance was proffered to help the several agencies involved in
developing procedures for the distribution of the collections.**

During fiscal vear 1966, at the request of the Seeretary of the Navy, the
strict interpretation of the claim release provision in military record cor-
rection cases ** was reexamined.  The case involved an additional payment
which was found due a military member who had his record corrected but
who was not paid as much as was due because of an administrative error
in computation. It was concluded that the release clause did not preclude
correction of such undisputed errors and prior decisions inconsistent there-
with were overruled.*”

A de
cies was one concerning whether the Office of Emergency Planning or the
Office of Education would pay the cost of repair of school facilities damaged
as result of a major disaster.  Since the legislative history of Public Law
89-313. approved November 1, 1963,*" did not indicate any Congressional
intent that the Office of Education assume responsibility for assistance to

on illustrating the resolution of a controversy between two agen-

school districts prior to the enactment date, reimbursement to the Office of

57, Fehruary 16, 1966,

“B-132247, December 13, 1963.

1 Comp. Gen. 49 (19217,

" B-156¢ May 24, 1966.

“10USs. 532,

45 Comp. Gen. 140, B-157183, September 15, 1963.
" 79 Star. 1138,
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Emergency Planning for assistance in temporary school construction was
not authorized.*®

PERSONNEL MATTERS

Much of the legal assistance rendered to departments and agencies each
vear is in the field of civilian and military personnel.  For example, a case of
first impression involved an employee of the Department of Housing and
Urban Affairs who had received more salary in a demoted grade than was
due as back pay upon a determination that the demotion was erroneous.
The employee was permitted to retain the excess compensation on the basis
of application to demotion situations of the Congressional intent expressed
in the Back Pay Act of 1912, as amended,' to interim net earnings.*”

The new severance pay authorized for the first time for civilian em-
plovees *' was the subject of interpretations requested by certiflying officers

for the Bonneville Power Administration and the Subversive Activities
Control Board.”* Similarly, the Postmaster General requested assistance in
applving the newly enacted overtime provisions in the 1963 pay act * to
some 13 different factual situations that presented problems to the Depart-
ment.**

Extending the reasoning of a 1947 decision. the Director of the Administra-
tive Office of the U.S. Courts was advised that Government employees
serving on juries in Federal courts on holidays were entitled to retain the
jury lees for such holiday service, the same as permitted in State courts.™
The extension of this fee retention authority necessitated overruling a 1950
decision prohibiting D.C. school teachers serving on Federal juries during
vacation periods from retaining the jury fees.

At the request of the Department of the Air Force, an administrative
regulation concerning the observance of Saturday holidays and the allowance
of holiday compensation for employees with workweeks including Saturdays
was examined and found inconsistent with the legislative authority for
holidays.*® The Departinent was advised that the regulation authorizing
days in lieu of the holiday in such circumstances should be revised.®

Similarly a determination of the highest salary rate in cases involving the
conversion of wage rate employees in Alaska to Classification Act positions
pinpointed problems of interpretation of the administrative regulations and

B I.‘)-‘]-?EB JUHL 30, 1966.
5 LS50
“ 45 Comp. {,(-n 16, B-50602, July 6, 1965,

“ Section 9 of the Federal Employues S1lal‘}" Act of 1963, Public Law 89-301,
approved October 29, 1965, 79 Stat. 1111, 1118,

“ B-159045, May 19, 1966 ; B-158669, June 13, 1966.

“ Section 5(b), footnote 52 supra.

™ B-157963, November 17, 1965,

# B-70371, November 16, 1965.

“ Public Law 86-362, 73 Stat. 643, 5 U.S.C. 87c.

¥ 45 Comp. Gen, 76, B-156989, August 12, 1963.
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our decisions, The Department of the Interior was permitted to take pros-
pective corrective action so that recovery of the salary overpayments was not
required. Sugeestions were made as to amended regulations.®

Decisions applicable to civilian and military personnel involve many spe-
cialized ficlds of law. Each vear some decisions concern the legal field of
domestic relations as a result of conflicting court decisions.

In 1965, the Department of State presented numerous legal guestions
that had arisen with regard to the effect of divorce actions on the payment
of annuities under the Foreign Service Act of 1946.%

Following recognition of a Mexican divorce by the Court of Appeals of
New York % an Army finance officer requested an advance decision as to
whether the court ruling supported the recognition of similar Mexican
divorces by servicemen.  In the case submitted, an Army officer who had
obtained such a Mexican divorce requested review of his indebtedness for
aliowances paid on behall of his dependent wife whom he married after
the Mexican divorce. Because of the doubt as to whether the State in which
the Army officer’s second marriage was performed would recognize the
Mexican divorce the New York Court decision was determined (o be
inapplicable.®

In view of the uncertainty as to whether a minor child of a retired incom-
petent Avmy nurse could be considered a dependent in the absence of any
expenditures for the child’s support. an Army finance officer submitted the
case for decision. The definition of dependent as used in the veterans laws %
was applied to the case. It was held that the general presumption of de-
pendency flows from the parent-child relationship so that full retirement
pay on the basis of an officer with a child was properly for payment.™

Applying a New Jersey Supreme Court definition of “household” in a
Workmen’s Compensation case ® to a case involving conflicting claims for
a death gratuity on account of a deceased airman, a scttlement was author-
ized on behalf of the deceased military member’s three minor stepchildren.®

The employment of two retired officers of the uniformed services by non-
appropriated fund activities under the jurisdiction of the Armed Forces
was the subject of decisions to the Marine Corps and the Air Force involving
interpretations of the Dual Compensation Act of 1964.%%

In the decision to the Marine Corps, it was held that the Marine Corps
Association which publishes “The Marine Corps Gazette” was a nonap-

® 4% Comp. Gen. 88, B-154096, August 23, 1963.

222 U.S.C. 1061, et seq.; 45 Comp. Gen. 94, B-146090. August 30, 1963,
 Rosenstiel v. Rosenstiel, 253 N.Y.S. 2d 86, decided July 9, 1963,

" B-157498. October 27, 1965.

18 US.C.101(4);1d. 3203(a) (1).

“ B- 158409, March 16, 1966.

* Fayv. fohn Waldrom Corp., 187 A, 140,

B 138031, January 18, 1066,

* Public Law 88—+48, 78 Stat. 484,
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propriated fund activity so as to subject a retired officer serving as its busi-
ness manager to the Dual Compensation Aci.®

The applicability of the election provisions of the Dual 1Jompensation
Act was involved in a decision to the Air Force. In this case a retired Air
Force member’s status was affected when the Officers’ Open Mess where
he was employed was changed from a nonappropriated fund activity to an
appropriated fund operation.™

The status of retired Army officers emploved as civilian physicians on a
fee basis at Armed Forces Examining stations was the subject of a decision
to the Secretary of the Army."?

The Chairman of the Civil Service Commission presented multiple ques-
tions concrrning the application of the Whitten Amendment ™ to the
promotion of retired officers appointed to civilian positions before the Dual
Compensation Act of 1964. In addition to the conclusion that the appoint-
mients were illegal, the Commission was advised that the legislation author-
izing relief from repavment would not automatically make the service
creditable for step increases for Whitten Amendment purposes unless it
specifically validated the illegal appointments.™

Ina report to the Department of Justice on the effect of a Court of Claims
opinion ** involving military retired pay, we pointed out that the decision
il allowed to stand would have a very considerable impact on a large number
of retired and former retired members. The gist of the opinion was tan-
tamount to the court supplving by judicial interpretation what it felt the
Congress should have enacted, notwithstanding the clear, unambiguous
terms of the law.™

Examples of assistance rendered to military departments concerning the
legality of proposed amendments to the Joint Travel Regulations include
amendments (1) to permit military officers in certain grades to elect whether
or not to occupy Government quarters while on temporary duty similar to
civilian employees ** (2) to provide [or shipment of personal effects of
members transferred to and from vessels ©* (3) to provide similar local bus
and street car costs at permanent and temporary duty stations as are provided
for civilian employees ** and (4) to provide for the return of privately-
owned motor vehicles which have been shipped to a port when the member's
orders are subsequently amended or revoked.

T RB-157727, November 24, 1963,

* 43 Comp. Gen. 194, B=157200, October 23, 1963,
" 15 Comp. Gen. 81, B=157457, Aueust 19, 1965,

? Sec. 1310, Supplemental Appropriation Act, 1932,
 B-157983, December 13, 1963,

= IWillis D, Friestedt v. U'.S., Cr. Cl. Xo. 237-62,
0 ULS.CL 13725 B-149487, December 1, 1963.

* B-158321, February 15, 1966.

P R-158218, February 7, 1966.

45 Comp. Gen. 50, B-136348, Julv 9. 1963.

“ B-136892, March 4, 1966,
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TRANSPORTATION

The deeisions and lituzation reports handled by the attorneys assigned to
the transportation cascs involve many technical matters relating to the inter-
pretation of tarifls and rate tenders, computation of charges for air, motor,
rail and ocean common carrier services, and to proceedings belore regulatory
agencies and the courts,

A noteworthy transportation decision rendered in fiscal year 1966 involved
the question of whether newly established Government agencies could avail
themselves of the rate tenders issued by rail and motor carriers under section
22 of the Interstate Commerce Act.”® In the decision which was requested
by the National Aeronautics and Space Administration it was held that rate
tenders are specifically applicable w the agency to which the tender is
offered and accepted and cannot be used by another agency.™

The propriety of the use of tenders offered by the Alaska Steamship Com-
pany for the transportation of privately-owned autoinobiles of military per-
sonnel between Seattle, Washington, and Alaska was the subject of another
transportation decision issued in fiscal vear 1966. The tenders offered a
combination of water-rail service which under the authorizing statute limits
transportation to water carrier services.®?

The ruling of the 5th Cireuit Court of Appeals in favor of the Government
in the Bloomficld case *! paved the way for the recovery of several hundred
thousand dollars of transportation overcharges. The overcharges occurred
in ocean transpoitation of Government financed grain shipments to West-
crn Germany.®

Another significant transportation ease in which we actively participated
was the Fon Der Ale case decided in favor of the Government on April 13,
1966.5*  This suit brought by a motor carrier to recover undercharges con-
cerned the applicability of the three-vear statute of limitations to an action
by a motor carricr of houschold goods from interior U.S. points to Germany.
The court in ruling in favor of the Government agreed with our contentions
that the statute of limitations was applicable and that the claims were barred
b\' iLS '

ACCESS TO RECORDS

Since 1951 when legislation was first enacted giving the Generai Account-
ing Office access to the books and records of Government contractors and

PO S0 2204 317¢b).

45 Comp, Gen. 118, B~ 16961, September 13, 1963,

" B-138097, March 25, 1966.

LS. v, Bloomfield Steamship Co., CCA No. 21793, decided April 29, 1966.

= R-142829.

“Von Der dhe Van Liacs, Inc, v. U5, Ct. Cl. No. 139-64, decided April 13,
1966.

" B-151885,
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subcontractors performing under negotiated contracts * there have been
only a few cases in which our authority has been challenged. Therelore, it
was most significant that a ruling in favor of the Government in the first test
case of our access to records authority was rendered on June 23, 1966.
This casc which was brought against the Hewlett-Packard Company of
Palo Alto, California, in the United States District Court for the Northern
District of California involved the access to records authority under 10 U.S.C.
2313(b) and was developed jointly by the Department of Justice and the
General Accounting Office. The issue in this case related primarily to the
meaning of the words “directly pertinent 10” in the statute. While it is antic-
ipated that the ruling will be appealed, acceptance of the Government’s
position by the District Court has a considerable salutary impact.

It should be noted that during 1966, more legislation incorporating pro-
visions for GAO to have access to records of recipicnts of Federal assistance
in the form of grants or loans was enacted than in any one prior year.

RESEARCH SERVICES

Departments and agencies are kept abreast of significant decisions as
they are issued by the general distribution of advance copies, digests, and
the publication of monthly pamphlets. An annual volume of published
decisions is compiled each year.

Information on our unpublished decisions is made available to Govern-
ment agencics by publication of quarterly digest pamphlets on the following
subjects: (1) Appropriations and Miscellaneous, (2) Civilian Personnel,
(3} Contracts, (4) Pay and Allowances of the Uniformed Services, and
{5) Transportation.

A cumulative citation and subject card index is maintained on all de-
cisions. Research services are furnished upon request.

* Public Law 82-245, approved October 31, 1951, 65 Stat. 700.

115






CHAPTER ELEVEN

Recruiting, Staff Development, and
Personnel Management Program

RECRUITING, TRAINING, AND STAFF DEVELOPMENT

To carry out the duties placed upon us by the Congress, we require a
highly qualified staff of professional accountants, auditors, and investigators.
We are continuously seeking the better graduates from the colleges and
universities which have a high educational standard in the field of account-
ing. In addition, we have programs to increase the professional talents of
the individual members of the stafl and the professional skills of the staff
as a whole.

We continued to use the services of leading educators from some of our
foremost universities to assist us in formulating a program to obtain and
develop an outstanding staff of professional accountants, auditors, and in-
vestigators. They have counseled and advised us in establishing an overall
long-range program for recruiting, training, and developing the members of
our stafl. Also, they have advised and assisted us in making plans to en-
courage continuing academic support for a program aimed at maintaining
our staff at required levels.

Educator-consultants who were of assistance to us in this manner during
the year were:

Prof. Raymond C. Dein, Department of Business Organization and Management,
College of Business Administration, The University of Nebraska.

Dean Charles E. Johnson, College of Liberal Arts, University of Oregon.

Dean Frank S. Kaulback, Jr., McIntire School of Commerce, University of Vir-
ginia,

Dean James R. McCoy, College of Commerce and Administration, The Ohio
State University.

Prof. Herbert E. Miller, Department of Accounting and Financial Administra-
tion, Graduate School of Business Administration, Michigan State University.

Prof. Gerald K. Nelson, College of Business Administration, The Pennsylvania
State University.

My Alfred M. Pelham, Assistant Vice President for Finance, Wayne State Univer-
sity, Detroit, Mich.

Prof. Williard E. Stone, College of Business Administration, University of Florida.

Prof. Herbert F. Taggart, School of Business Administration, University of Mich-
igan.
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Recruiting—Professional Staff

By experience we have determined that staff members recruited from
colleges and universities develop rapidly to positions of responsibility and
maintain the high professional standards required in our work. We, there-
fore, are of the opinion that the majority of new professional staff members
should be recently graduated students.

A total of 264 high-guality students, with accounting as their major
field of study, with degrees from 169 colleges and universitics—located in
42 States and the District of Columbia—started their professional careers
with us during the last fiscal year. Also, 80 staff members who were ap-
pointed in prior vears and had been separated for military service returned
from the service, and 2 of 19 who had separated during the year returned
from the service and rejoined our staff. For detailed information con-
cerning military separations and reappointments, see page 278.

In addition, during the fiscal vear we continued the recruiting of a limited
number of attornevs for our Office of the General Counsel in order to
replace those attorneys separated from the Office as a result of retirements
and transfers.

We continued our assceiation with college and university faculty immembers
and steps were taken to increase our participation in professional organiza-
tions. We continued our series of programs held for university and college
faculty members to acquaint them with the professional quality of our work
and to obtain their assistance in our recruiting efforts.  One hundred and
three faculty members and placement officers from colleges and universities
throughout the country attended these sessions during the year.

Recruiting—Technical Staff

During the fiscal year, we replenished our technical staff of freight trans-
portation specialists from various sources.  We hired 5 trainees [rom the
roster of the Federal Service Entrance Examination.  Two of these trainees
entered the military service during the year.  Sixteen [reight transportation
specialists were recruited from other Government agencies, including 11
technicians from the Military Traffic Management and Terminal Service
Regional Office at Pittsburgh, Pennsylvania, which was closed during the
vear.  In addition. 10 passenger techricians were transferred to our freight
audit branch for retraining as freight technicians and later assignments
to freight audit work.

Training—Professional Staff

During the past few years, as a part of our planned prolessional develop-
ment, we have developed a series of coordinated Lraining programs within
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the General Accounting Office designed to meet thie varied needs of the
stafl members at each level of responsibility.
be given outside the General Accounting Office, we have utilized those
facilities.

Where training can better

The following tabulation shows the various programs given within the
General Accounting Office and the courses attended by staff members in
nongovernment {acilities during the fiscal year 1966.

Number
of Name of training program
tunes
given

LU L o R S S O

4 | Intermediate (Washington), ........ N—

3 | Basic computer systems  prinziples-pro-
grammed instruction course—-Washing-
Lon:

Number currently taking course—356
Number completing course (including
2-day workshop}.

15 | Basic computer systems principles-pro-
grammed  instruction  course—regional
offices:

Number currently taking course—423
Number completing course (including
2-day workshop}.

I | Advanced accounting and auditing study,
Washington.

Advanced accounting and auditing study,
regional offices:

1 BOBLOTE . v.ivrwon i mimsmnn, o wiommin wimin i, wosimse .

1 Chitagn, cosai ven smesnsvmamsismyaes

1 Cincinnati........ R .

1 Dew DIEaNns, oo ce e s s

1 Seattle (Partland) . . .. ovvvnniiiinans

I | Advanced seminar (regional office).........

3 | Advanced seminar (Washington). . ...

I | Advanced seminar (European branch)

Financial management review training-
developmental seminars:

1 Washington.,.......

2 Washington..

2 { Regional offices

|
{
208070 — 66—

Training Given Through General Accounting Office Facilities

Total

Length of number
program attending
programs
I6days......... 300
10 days......... 157
Approximately |..........

2 months,

................ 63

Approximately e
2 months.

........ R T I 213
18 weeks. . ... 56
17 weeks. ...... 23
18 weeks. . . ... 27
17 weeks. .. ... 30

25

24
30
153
36

3

19

34
1,204
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Training Given Through Agency or Non-Government Facilities

Number Tatal
of Name of course Length of eourse | number
courses atending
Courses
23 | Automatic data processing. ... .......... Various. . ...... 85
5 | Other miseellancous courses. .. ... ........ Various, . ...... 12
2 | Statistical sampling. .............0o000ien 16 weeks. .. ... 10
1 | Management systems course—planning, pro- | | month.......

gramming, and budgeting systems.

12 | CS5C course—planning, progr g, and | 2days......... 19
budgeting,

2 | Advanced management program. .........| 13 weeks....... 2

2 | Program for management development. ...| 16 weeks....... 4

1 | Executive devclopment program. ......... 4 weeks. . 2

1 | Exccutive development program. .. .......| 8 wecks. . 1

136

A brief description of the objectives of these programs follows:

1. GS-7 Training Program.—The three phases of this program are: (1)
5 days of basic orientation given in part immediately upon entering on
duty, and th. remainder during the employee’s first 60 days with the
Office, (2) a 5-day classroom course given 2 to 4 months after entering on
duty, and (3) six I-day training sessions during the employee’s first year
with the Office, devoted to selected subject areas which particularly meet
the needs of the regional office or operating division giving the seminar.

The objective of this program is introductory training—to orient new
employees to the organization, functions, rules, policies, and procedures of
the General Accounting Office and to the fiscal, legal, accounting, and man-
agement processes of the Federal Government. This training is intended
to bridge the gap between accounting education obtained in the colleges
and the more specific needs new employees will encounter on actual audit
assignments.

2. Intermediate Training Program, GS-9—1I1.-—The objective of this pro-
gram is to present to the professional staff members in grades GS-9—11 more
formal training in the application of the accounting and auditing policies
and procedures of the Office. The program specifically covers the follow-
ing: Complex audit situations stressing judgment factors and problem-
solving techniques, supervisory techniques as they apply to the work
performed and the techniques and phases of carrying out comprehensive
audit work,

3. Advanced Accounting and Auditing Study Program.—This program
is primaily designed to prepare staff members to do a better job on their
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day-to-day assignments and to assist those who are interested in taking the
CPA examination to attain recognition as a professional accountant by pass-
ing the examination.

4. Automatic Data Processing Training Program.—The o} jective of this
program is to provide special training in (1) automatic data processing
principles and procedures, and (2) related audit responsibilities and tech-
niques. The basic course in awomatic data processing—a programmec
instruction course including a two-day workshop—has been developed by
a machine manufacturer. The training in the area of audit responsibilities
and techniques is given by the Office.

5. Financial Management Training—This program is primarily designed

to prepare staff members to accomplish the responsibilitics of the Office in
the financial management area.

6. Training Outside of GAO.—In those cases where it was not feasible to
train staff members in highly technical subject areas within the General
Accounting Office because of the limited number of staffl members needing
this type training, it was necessary to provide them with training outside of
the General Accounting Office. The objectives of these programs vary
with the subject areas of training. Usually, however, they deal with speciali-
zation ina certain area.

During the year nine members of our staff took part in either Advanced
Management or Exccutive Development programs conducted by Harvard
University, Graduate School of Business Administration; University of
Michigan, Graduate School of Business Administration; and Stanford Uni-
versity, Graduate School of Business. Seven of the participants occupied
top or senior management positions in our regional offices and two occupied
similar positions on our Washington staff.

In addition 85 members of our staff attended, at various times, brief study
courses provided by manufacturers on automatic data processing svstems
and methods, 3 members of our staff enrolled in university courses, 9 staff
members attended a symposium, 19 staff members attended the Civil Service
Commission’s program on orientation in planning, programming and budget-
ing, 1 stafl member attended a management systems course and 10 other
staff members attended a course on statistical sampling.

Training—Technical Staff

During the year two officials of the Transportation Division attended the
Conference for Federal Management and Program Executives conducted by
the Brookings Institution. In addition, five employees attended courses in
Basic Computer Systems Programmed Instruction conducted by the IBM
Education Center.
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Professional Development

Many of our staff are members of professional accounting organizations
at both national and State levels and actively participate in their affairs.
We encourage our staff to continue their professional development.

Many States recognize the professional nature of our work and accept
General Accounting Office experience as meeting their eligibility standards
required for the GPA certificate. Many of our professional stall have ob-
tained their CPA certificates on the basis of General Accounting Office ex-
perience.  Fifty-two members of our staff passed the CPA examination
given by State boards during the fiscal year, During this same period, 28
stefil members received their CPA certificates based upon passing the ex-
amination during the present or prior years and completing their experience
requirements and one stall member who held a CPA certificate rejoined our
stafl during the vear. Three hundred and ninety-nine members of our staff
are holders of the CPA certificate and 70 others who have passed the re-
quired examination will receive their certificates upon completion of their
erperience requirement.

Not all States accept General Accounting Office experience as qualifying
experience. Recognition of our experience by the remaining States would
end the inconsistency now existing. Currently, members of our staff in some
States are aflorded the opportunity to obtain the CPA certificate, while
equally competent and highly qualified professional members of our staff
in other States are denied this opportunity. We are working closely with
State boards of accountancy and committees of professional organizations
to bring to their attention the professional quality of our work so that the
General Accounting Office experience will be recognized as qualifying for
the CPA certificate in all States. The trend toward increased recognition
of our experience has been encouraging.

PERSONNEL MANAGEMENT PROGRAM

During the fiscal vear 1966, we continued to review our personnel poli-
cies, practices and procedures in order to improve them and to keep them
current with new developments. Particular emphasis was placed on com-
munications with our employees and supervisors. To this end three manuals
were issued or revised: (1) the “Equal Employment Opportunity Manual”
{Personnel Manual, Part 5) which sets forth our rezulations and establishes
a program for the General Accounting Office to provide equal opportunity
to all within the Office: (2) the “Within-Grade Salary Increases Manual”
(Personnel Manual, Part 8) which establishes and promulgates revised and
updated policies and procedures for granting or withholding within-grade
salary increases and for obtaining an administrative reconsideration of a
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determination that an emplovee’s work is not of an acceptable level of com-
petence: and (3) the “Employee Responsibilities and Conduct Manual”
{Personnel Manual, Part 9) which sets forth our guidelines eoverning the
cthics, conduct, and responsibilities of our officers and emplovees.  Addition-
ally, we updated our personnel security program by revising the applicable
Comptroller General's orders.

The Division of Personnel cooperated with the other divisions and offices
by rendering assistance and advice on employce development and offered
orientation training to all new emplovees and secretarial training as required.
In the many areas where formal training was provided General Accounting
Office employees through the use of both Government and non-Government
facilities, the Division of Personnel participated by offering counsel on the
courses and programs; making arrangements for enrolling our employees;
obtaining service-continuation agreements with employees when necessary;
and preparing necessary reports.  We participated in the summer employ-
ment program for tvpists and stenographers and also in the President’s
Youth Opportunity Program. Through these programs we recruited and
placed a number of young people.

Through the facilities of the Public Health Service, screening tests for
diabetes were made available to employees of the Office; immunizations
against influenza were administered to interested employees; and 222 em-
plovees were provided with physical examinations under our Health Main-
tenance Program. In cooperation with the American Red Cross, the services
of their bloodmobile were made available on two occasions during the fiscal
vear and approximately 200 employees donated blood.

Approximately 400 full field investigation reports were evaluated in order
to issue appropriate security clearanice to employees whose official duties were
classified as sensitive. A program: was initiated whereby all employees
whose security clearances were granied more than five years ago would be
brought up to date.

Classification work proceeded with dispatch—surveys were conducted,
desk audits were made, and positions established as required. We co-
operated with the Civil Service Commission in the development of new or
revised position classification standards through analysis of drafts of pro-
nosed standards and tests of these standards on existing positions in the
Office.  We made appropriate position classification reviews of positions
in the Office as required by section 1310(d) of the act of November 1, 1951,
chapter 664, 65 Stat. 758, and reported the action we had taken to the
appropriate committees of Congress. Scveral special reports were prepared
as requested by the Civil Service Commission in connection with personnel
and related activities during the year,
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During the year we gave added emphasis to our Incentive Awards Pro-
gram and recognized by appropriate awards many of our employees for their
superior performance. The annual career service awards ceremony was
reactivated and plans are actively under consideration to provide further
recognition to our employees for faithful and competent service far beyond
that normally expected.
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THE UNITED STATES GENERAL ACCOUNTING OFFICE
FUNCTIONS AND ORGANIZATION

The General Accounting Office was created by the Budget and Accounting Acr,
1921, and is located in the legislative branch of the Federal Government, Since its
establishment, the responsibilities and authorities of the Office have been broadened
by various acts of Congress including the Government Corporation Control Act of
1943, and the Accounting and Auditing Act of 1950. Provisions of the major statutes
assigning authority and responsibility to the Comptroller General and the General
Accounting Office are included in this appendix beginning on page 136.

Functions

Under the direction of the Comptroller General of the United States, the General
Accounting Office assists the Congress in carrying out its constitutional responsibili-
ties with respect to the expenditure and applicaton of public funds by performing the
following functions,

Auditing—Auditing the activitics, financial transactions, and accounts of the Fed-
eral Government, excepting as otherwise exempt by law,

Accounting —Prescribing principles, standards, and related requirements for ac-
counting; cooperating in the development and improvement of agency accounting
and financial management systems; and reviewing and approving agency accounting
systems.

Claims settlement.—Settling claims by and against the Federal Government,

Debt collection.—Superintending the recovery of debts owing to the Government
and collecting amounts due the Government on adjudicated claims and amounts
reported by Government depariments and agencies as uncollectible through means
available to them.

Legal work—Rendering decisions at the request of heads of departments and
agencies and disbursing and certifying officers on the legality of proposed payments
or transactions, which decisions are binding on the executive branch; providing legal
analysis and service on pending legislation before the Congress and interpreting exist-
ing legislation on matters involving doubt concerning the authority of the heads of
Government agencies to undertake certain proposed actions.

Special assistance to the Congress—Making special audits, surveys and investiga-
tions at the request of congressional committecs and Members of Congress, when fea-
sible; [urnishing information in reply to inquiries; assigning personnel to assist con-
gressional committees; and testifying before congressional committees,

Records management and services—Prescrving and servicing disbursing officers’
accounts, vouchers, certificates, and related papers until disposed of as provided by
law.
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Organization

The General Accounting Office is organized into the {ollowing divisions and offices.
The directors of these organizations are directly responsible to the Comptroller
General for carrying out the functions assigned.

Accounting and auditing functions:
Accounting and Auditing Policy Staff’
Civil Accounting and Auditing Division
Delense Accounting and Auditing Division
International Operations Division
Ficld Operations Division
Transporiation Division
Office of Staff Management
Legal work:
Office of the General Counsel '
Claims adjudication and settlement:
Claims Division
Personnel and administrative functions:
Division of Personnel
Office of Administrative Services

In addition to the headquarters office in Washington, D.C., 44 regional and sub-
regional offices of the Field Operations Divisions are maintained in cities throughout
the United States. The International Operations Division has branch offices in
Frankfurt, Gertnany, and Honolulu, Hawaii.

An organization chart for the General Accounting Office and a map showing the
locations of the regional offices and the regional boundaries are shown on the following

pages,
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POLICIES FOR CARRYING OUT ACCOUNTING RESPONSIBILITIES
OF THE GENERAL ACCOUNTING OFFICE

COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

Juxe 3, 1966,
MEMORANDUM FOR HEADS OF DIVISIONS AND OFFICES

Sunject: Strengthening of GAO efforts in acounting and other financial manage-
ment improvement work.

Since assuming the office of Comptroller General of the United States, T have
devoted considerable time to exploring how we can effectively devo v effort
to constructively assisting the Federal agencies to further improve their financial man-
agement systems. 1 am particularly coneerned that less than a third of the accounting
systems of the civil departments and agencies have been developed to the point where
they can be approved by our Office and that, in the Department of Defense, only
the Corps of Engineers (civil functions) has an approved accounting system.

L know that many important improvements in financial management systems and
procedures have been made in the Goveinment that are not reflected in statistics on
the number of approved acconnting systems. At the same time, I think it is incumbent
on our Office to stimulate further progres: and to provide more divect assistance to
the agencies that need help in carrying out their improvement efforts.  The purpose
of this statement is to set forth my views on vhat § think can and should be done.

OUR BASIC ACCOUNTING RESPONSIB.. "TIES

Our Office has several important responsibilities relating to accounting in the Fed-
eral Government.  These were assigned in the Budget and Accounting Procedures Act
of 1930 and are as follows:

“The Comptroller General of the United States * # # shall prescribe the princi-
ples, standards, and related requirements for accounting to be observed by each
execulive agency * * #7 (From section 112(a}).

“The General Accounting Office shall cooperate with the executive agencies
in the development of their accounting systems * * *#** (From section 112(b)).
“Such accounting systems shall be approved by the Comptroller General when
deemed by him to be adequate and in conformity with the principles, standards,
and related requirements preseribed by him.”  (From section 112{b} ).

“The General Accounting Office shall from time to time review the accounting
systems of the exccutive agencies * * # (From section 112(c) ).

“The Comptroller General of the United States, the Sccretary of the Treasury,
and the Director of the Bureau of the Budget [shall] conduct a continuous pro-
gram for the improvement of accounting and financial reporting in the Govern-
ment.” (From section 111({f)).

RECENT CONGRESSIONAL INTEREST

Two vears ago, the Exceutive and Legislative Reorganization Subcommittee of the
IHouse Government Operations Committee became very interested in the results at-
tained under the Budget and Accounting Procedures Act of 1950. Their interest
was stimulated by the Comptroller General's letter of May 19, 1964, which focused
attention on the lagging progress in developing agency accounting systems to the
point where they could be approved by our Office.

In 1964, the committee held hearings for the purpose of obtaining information
about the lack of progress under the act and why so few agencies had approved
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accounting systems. Based on these hearings, the commitiee issued a report in
March 1965 containing recommendations for increased action by the General Ac-
counting Office, the Burcau of the Budget, the Civil Service Commission, and the
agencies themselves.

The committee specifically recommended that our Office vigorously and expedi-
tiously implement our announced plan to intensily our review of agency accounting
systems and make reports on such reviews to the Congress. The committee also
recommended that we undertake to assist and encourage the agencies, through per-
sonal eflorts of our staff, to expedite the development of their accounting systems to
the degree necessary to obtain approval.

The committee’s interest is continuing and it is planning to hold further hearings
this year to obtain information on recent progress.

OTHER RECENT DEVELOPMENTS

Last year, the President directed the introduction of integrated planning-program-
ming-budgeting in the major agencies of the executive branch. One of the important
ingredients of this system is good accounting-based cost data. It is apparent that
many agencies do not, at this time, have accounting systems that will produce such
data. Lt appears that much development work in this area needs to be done.  Accord-
ingly, I look upon the extension of the PPB system as a development providing even
greater emphasis on the importance of good accounting systems which can produce
useful financial data for important management needs,

Recently, [ met with the Secretary of the Treasury and the Director of the Bureau
of the Budget to discuss ways and menns of reinvigorating the Joint Financial Man-
agement Improvement Program.  As noted above, these officials are directed by law
to conduct a continuous program for improving accounting and financial reporting
in the Government.

The Chairinan of the Civil Service Commission also participated in this meeting
because of growing concern with the critical problems of recruiting, classifying, and
training of people engaged in accounting and other financial management work and
the need to enlist more direct participation by the Commission in the Joint Program
to help solve these problems.

At our meeting, we agreed that the heads of the central agencies should provide
more vigorous leadership for Government-wide improvements in financial manage-
ment. We also agreed that the direct support of the President himsell would provide
a most important stimulus to all agencies,

On May 2, 1966, the President released a written statement signilying his endorse-
ment of the Joint Program. T consider this statement of great importance to renewing
the vigor with which the Joint Program can be carried on in the future.

POLICIES FOR CARRYING OUT OUR ACCOUNTING RESPONSIBILITIES

The foregoing developments further emphasize the need for us in the General
Accounting Office to strengthen our efforts in improving financial management in
the Federal Government. My views on the importance of this work and how we
should carry it out are summarized below.

|. The satisfactory discharge of our accounting responsibilities is just as important
as the discharge of any of our other assigned responsibilities.

One of the underlying concepts of our present organizational strurture is that our
accounting and auditing responsibilitics with respect to cach department and agency
can rffectively be carried out on a coordinated and integrated basis. This concept
means tnat neither of these broad areas of responsibility should be neglected : however,
greater emphasis must be given to financial management improvemenc efforts and
cooperating in the development of agency accounting systems.
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Our responsibility to ceoperate with the executive agencies in developing their
accounting systems is as important as our prescribing, reviewing, and approving
responsibilities.,

Under the law, the head of cach executive agency is responsible for establishing
and maintaining adequate accounting systems. [ do not conceive that our purpose
in lending cooperative assistance is to replace agency stafls in the design, development,
and revision of their systems for which they are primarily responsible. We should not
write their manuals or procedural instructions for them,

My concept as to what we should do in carrying out our cooperative responsibility
envisions that:

a. We develop a continuing day-to-day working relationship with agency officials
and staffs to facilitate our cooperative systems development efforts.

b. We be currently well informed on what improvement efforts cach agency is
making.

c. We identify for the agency head, or his designated official, the specific areas
in which we believe improvements need to be made.

d. We work closely enough with agency officials and their staffs to enable us to
reach a common understanding of the concepts of the accounting system to
be developed.

e. We provide technical assi e and guidance as needed in the design and
development of agency accounting systems and [urnish advice on obtaining
professional consulting assistance where necessary to initiate or expedite sys-
tems development work,

f. We be available at all times to encourage improvement efforts and to help

resolve problems.

We effectively communicate with the agency officials on problems being

encountered as they are identified and work with the agency staffs on a

continuing basis on their solutions.

. We advise agency officials on any lack of professional competence to develop
and maintain suitable accounting systems and any need of additional staff
training as determined through our observations and experience gained in
working with the staffs of the agencies.

n

E-

Our approval of an accounting system is based on, among other things, a test of
the operation of the system to the extent necessary to establish whether the system
conforms in all material aspects with our prescribed principles and standards.

Because our principles and standards provide a common basis for all Federal agency
accounting systems and are flexible in allowing for deviations when warranted by
circumstances, our staff members must be well informed in these principles and stand-
ards and be able to advise on their application to specific instances. It is emphasized
that this will require the exercise of professional judgment in weighing materiality
and usefulness, In the light cf the foregoing, we should work with the agencies in
the development stage so that systems submitted can be approved.

Because of the attitude of some Government managers that there is no advantage
to them in conformung to our principles and standards, we must exert every effort
to try to demonstrate the benefits to be derived by having soundly based data. Case
illustrations should be developed demonstrating either the uneconomical or other
adverse results arising from decisions based on lack of financial information or on
misinformation or the henefits to management resulting from having good data. We
believe that a manager can do a better job and do it much easier if he has current
and reliable accounting or cost data to assist him in making decisions.

The success of our efforts will depend on our ability to convince the managers them-
selves that this is so,
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Alter an agency's accounting system is approved, we have the coniinuing job of
providing consulting assistance on further refinements and of reviewing approved
systemns from time to time to evaluate their continued usefulness.

2. Each staff member assigned to work in the accounting area shouwid carry out
his assignment with the same degree of dilipence and devotion as is brought to any
other type of work.

I view our accounting work as being directed primarily to assisting agencies in
the solution of their accounting and related financial management problems.  Ac-
cordingly, every staff member engaged in this work should carry out his assignment
in a spirit of constructive cooperation and helpfulness. Every member of our pro-
fessional stalf should approach every assignment with a wholehearted willingness to
put forth his best effort regardless of the nature of the work. At the same time, in
making assigmments, division directors should give specific consideration to the
capabilities and interests of individual staff members so that the level of our overall
performance will be as high as possible.

Meritorious performance should be recognized on exactly the same basis as for
similar performance in any other area of our work. Likewise, inferior performance
should be judged accordingly. Members of the directorate group and supervisors in
each operating division should appraise staff perlormance impartially, regardless of
the character of assignment.

3. The directors of the accounting and auditing divisions are responsible for fully
discharging all of their assigned duties and functions with equal emphasis on all,
including our accounting work.

The division directors should see that clear assignments of responsibility are made
within their divisions as to the individuals responsble for cooperatng with and assist-
ing agencies in their accounting development work. Individual staff members or
groups as may be appropriate should be assigned on a full-time basis to cooperate
with each agency and to expedite the review and approval of accounting systems
which have been developed to the point of requesting our approval. Tt is recognized
that one individual may be assigned to work in more than one agency. Assignments
should be made on a basis consistent with maintaining continuity of effort in the
agencies.

Each division director should provide himself with such follow-up procedures as he
deems necessary to assure himself that proper and effective steps are being taken
within each agency to carry out our accounting responsibilities. In addition, T would
like to have from each operating division director a quarterly report which discloses
the extent and results of effort being devoted to at least the following:

a. Reviews of accounting systems.

b. Cooperative development work.

c. Reviews of agency budget practices.
d. Reviews of agency audit activities.

4. The Accounting and Auditing Policy Staff will provide overall guidance, policy
direction, and follow-up for our aceounting work.

[ view the Policy Staff as being the focal point within the Office for providing
guidance and assistance to the operating divisions. 1 plan to enlarge the Policy
Staff so that it may devote more attention to this important aspeet of its responsibilities.
The Director of the Accounting and Auditing Policy Staff will, from time to time,
issiie appropriate policy and procedural statements relating to carrying out our ac-
counting responsibilities. He will also work closely with the Director, Office of Staff
Management, in the development of staff training programs on accounting and other
aspects of financial management. T expect the Policy Staft to maintain close contact
with the accounting development work of the accounting and auditing divisions. The
Director, Accounting and Auditing Policy Staff, will periodically review staffing plans
of the operaiing divisions to determine whether our cooperative responsibilties are
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being adequately discharged and will submit to me recommendations for improve-
ment or increased efforts in this area.

3. Each division director should give full support to the activitics of the Steeving
Committee of the foint Financial Management Improzement Program.

The Joint Program is an important means by which improvements in Federal ac-
counting and other phases of financial management can be stimulated. The Steering
Committee is the operating group of the Program but it cannot do its job without
resources. The Bureau of the Budget and the Treasury Department are expeeted
to do their part but the General Accounting Office because of its large role otherwise
must bear a substantial share of the burden of carrying on the day-to-day work of
the Program. In the future, the Steering Committee will undoubtedly be increas-
ing its cfforts and will need staff assistance. The division directors should cooperate
in these efforts by supplying competent staff as needed 1o work on specific projects
being sponsored by the Steering Committee.

6. The Office of Staff Management will provide training programs determingd
to be necessary to better equip our stafl to carry oul our accounting responsibilities.

Qur staff is composed of professional accountants and auditors who are presumed
to be conversant with our prescribed principles and standards of accoun
observed by the Federal agencies and knowledgeable in their application in specific
circumstances. However, there is need for more systematic training in this subject.
The Office of Staff Management should work closely with the Accounting and Auditing
Policy Staff and assigned personnel of the operating divisions to develop and present
speeial courses in accounting and financial management and to keep curvently in-
formed of the need for additional training in this area.

I am confident that under the guidelines I have set out above, we can proceed
to carry out our objective of fully discharging the legally imposed responsibility for
improving accounting in the Federal Government.

A copy of this memorandum will be distributed to all holders of the Comprehensive
Audit Manual.

Comptroller General
of the United States.
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SELECTED PROVISIONS OF MAJOR STATUTES ASSIGNING AUTHORITY
AND RESPONSIBILITY TO THE COMPTROLLER GENERAL AND THE
GENERAL ACCOUNTING OFFICE

Budget and Accounting Act, 1921

Section 304, “The balances certified by the Comptroller General shall be final and
conclusive upon the executive branch of the Government” (42 Stat. 24; 31
U.S.C. 44)

Section 305, “All claims and demands whatever by the Government of the United
States or against it, and all accounts whatever in which the Government of the United
States is concerned, cither as debtor or ereditor, shall be settled and adjusted in
the General Accounting Office.” (42 Stat. 24; 31 U.S.C. 71)

Section 312, “{a) The Comptroller General shall investigate at the seat of govern-
ment or elsewhere, all matters relating to the receipt, disbursement, and application
of public funds, and shall make to the President when requested by him, and to
Congress at the beginning of each regular session, a report in writing of the work
of the General Accounting Office, containing recommendations concerning the legis-
lation he may deem necessary to facilitate the prompt and accurate rendition and
settlement of accounts and concerning such other matters relating to the receipt,
disbursement, and application of public funds as he may think advisable. In such
regular report. or in special reports at any time when Congress is in session, he shall
make recommendations looking to greater econo m y or efficiency in public
expenditures.

“(b) He shall make such investigations and reports as shall be ordered by either
House of Congress or by any committee of cither House having jurisdiction over
revenue, appropriations, or expenditures. The Comptroller General shall also, at
the request of any such committee, dircct assistants from his office to furnish the
con:mittee such aid and information as it may request.

“(¢) The Comptroller General shall specially report to Congress every expendi-
ture or contract made by any department or establishment in any vear in violation of
law.

“{d} He shall submit to Clongress reports upon the adequacy and effectivencss of
the administrative ination of accounts and claims in the respective departments
and establishments and upen the adequacy and effectiveness of departmental inspec-
tion of the offices and accounts of fiscal officers.

“{e) He shall furnish such information relating to expenditures and accounting
to the Burcau of the Budget as it may request from time to time.” (42 Stat. 23; 31
U.5.C. 53)

Section 313. “All departments and establishments shall furnish to the Comptroller
General such information regarding the powers, duties, activities, organization, fi-
aancial transactions, and methods of business of their respective offices as he may
from time to time require of them; and the Comptroller General, or any of his
assi nts or emplovers, when duly authorized by him, shall, for the purpose of
securing such information, have access to and the right to examine any books, docu-
ments, papers, or records of any such department or establishment. The authority
contained in this section shall not be applicable to expenditures made under the
provisiens of section 107 of this title.” (42 Stat. 26; 31 U.S.C. 54)

Budget and Accounting Procedures Act of 1950

Sertion 112, *fa) The Comptroller General of the United States, after consulting
the Scecretary of the Treasury and the Director of the Bureau of the Budget concerning

their accounting. financial reporting, and budgetary needs, and considering the needs
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of the uther executive agencics, shall prescribe the principles, standards, and related
requirements for accounting to be observed by each executive agency, including
reguirements for suitable integration between the accounting proeesses of each execu-
tive agency and the accounting of the Treasury Departinent.  Reguirements pre-
scribed by the Comptroller General shall be designed to permit the executive agencies
to carry out their responsibilities under section 66a of this title, while providing a
bisis for integrated accounting for the Government, full disclosure of the results of the
financial operations of each executive agency and the Government as 2 whole, and
financial inforination and control necessary to enable the Congress and the President
to discharge their respective responsibilities. The Comptroller General shall continue
1o exercise the authority vested in him by section 486 (b) of Title 40 and, to the
extent he deems necessary, the authority vested in him by section 49 of this title.
Any such exercise of authority shall be consistent with the provisions of this section.

“{b) The General Accounting Office shall cooperate with the executive agencies
in the development of their accounting systems, including the Treasury Department,
in the develop t and establishment of the system of central accounting and report-
ing required by section 66b of this title.  Such accounting systems shall be approved
by the Comptroller General when deemed by him to be adequate and in conformity
with the principles, standards, and related requirements prescribed by him.

“(c} The General Accounting Office shall from time to time review the accounting
systems of the executive agencies.  The results of such reviews shall be available to
the heads of the exccutive agencies concerned, to the Secretary of the Treasury, and
to the Director of the Burcau of the Budget, and the Comptroller General shall make
such reports thereon to the Congress as he deems proper.” (64 Stat. 835; 31
U.S.C. 66)

Section 117. “(a) Except as otherwise specifically provided by law, the financial
transactions of each exccutive, legislative, and judicial agency, including but not
limited to the accounts of accountable officers, shall be audited by the General Ac-
counting Office in accordance with such principles and procedures and under such
rules and regulations as may be prescribed by the Comptroller General of the United
States.  In the determination of auditing procedures to be followed and the extent
of examination of vouchers and other documents, the Comptroller General shall give
due regard to generally accepted principles of auditing, including consideration of the
elfectiveness of accounting organizations and systems, internal audit and control and
related administrative practices of the respective agencies.

“{b) Whenever the Comptroller General determines that the audit shall be con-
ducted at the place or places where the accounts and other records of an executive
agency or the Architect of the Capitol are normally kept, he may require any exec-
utive agency or the Architect of the Capitol to retain in whole or in part accounts
of accountable officers, contracts, vouchers, and other documents, which are required
under existing law to be submitted to the General Accounting Office, under such con-
ditions and for such period not exceeding ten years as he may specify, unless a longer
period is agreed upon with the executive agency or the Architect of the Capitol:
Provided, That under agreements between the Compiroiler General and legislative
(other than the Architect of the Capitol) and judicial agencies the provisions of this
sentence may be extended to the accounts and records of such agencies.

“(e) The Comptroller General in auditing the financial transactions of the Archi-
tect of the Capitol shall make such audits at such times as he may deem appropriate.
For the purpese of conducting such audits, the provisions of section 313 of the
Budget and Accounting Act (42 Stat. 26; 31 U.S.C. 5¢4) shall be applicable to the
Architect of the Capitol. The Comptroller General shall report to the President of
the Senate and to the Speaker of the House of Representatives the results of each
such audit.  All such reports shall be printed as Senate documents.” (64 Stat. 837,
78 S1at. 331; 31 U.5.G. 67)
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Government Corporation Control Act (1945)

Section 105, “The financial transactions of wholly owned Government corpora-
tions shall be audited by the General Accounting Office in accordance with the prin-
ciples and procedures applicable to commercial corporate transactions and under
such rules and regulations as may be prescribed by the Comptroller General of the
United States: Provided, That such rules and regulations may provide for the reten-
tion at the offices of such corporations, in whole or in part, of any accounts of account-
able officers, covering corpocate financial transactions, which are required by existing
law to be scetled and adjusted in the General Accounting Office, and for the settle-
ment and adjustment of such aceounts in whole or in part upon the basis of examina-
tions in the course of the audit provided by this section, but nothing in this proviso
shall be construed as affecting the powers reserved to the Tennessee Valley Authority
in the act of November 21. 1941 (35 Stat. 773}, The audit shall be conducted at
the place or places where the accounts of the respective corporations are normally
kept. The representatives of the General Accounting Office shall have access to all
books, accounts, financial records, reports, files. and all other papers, things, or prop-
erty belonging to or in use by the respective corporations and necessary to facilitate
the audit. and they shall be afforded full facilities for verifying transactions with the
balances or securities held by depositaries, fiscal agents, and custodians. The audit
shall beein with the first fiscal year commencing after the enactment of this Act.
The audit of the Federal Savings and Loan Insurance Corporation shall be conducted
on a calendar year basis.” (39 Stat. 599, 78 Stat. 698; 31 U.S.C. 850)

Section 106. “A veport of cach such audit for a fiscal year shall be made by the
Comptroller General to the Congress not later than January 13 following the close
of such fiscal year (and a report of each such audit for a calendar vear shall be made by
the Comptroller General to the Congress not later than July 15 [ollowing the rlocc of
such calendar vear). The report shall set forth the scope of the andit
clude a statement (showing intercorporate relations) of assets and liabi
and surplus or deficit: a stutemeant of surplus or deficit analysis; a statement of income
and expense; a statement of sources and application of funds; and such comments and
information as may be deemed necessary to keep Congress informed of the operations
and financial condition of the several corporations, together with such recommenda-
tions with respect thereto as the Comptroller General may deem advisable, including
a report of any impairment of capital noted in the audit and recommendations for the
return of such Covernment capital or the payment of such dividends as, in his judg-
ment. should be accomplished. The report shall also show specifically any program,
expenditure, or other financial transaction or undertaking observed in the course of

the audit, which, in the opinion of the Comptroller General, has been carried on or
made without authority of law. A copy of each report shall be furnished to the Presi-
dent, to the Secretary of the Treasury, and to the corporation concerned at the time
submitted te the Congress.” (539 Stat. 599, 78 Stat. 698; 31 U.S.C. 831)

Sections 202 and 203 (59 Statr. 600; 31 U.5.C. 857 and 858) contain similar pro-
visions applicable to mixed-ownership Government corporations.

Legislative Reorganization Act of 1946

Section 206. “The Comptroller General is authorized and directed to make an ex-
penditure analvsis of each agency in the executive branch of the Government {includ-
ing Government corporations), which, in the opinion of the Comptroller General, will
cnable Congress to determine whether public funds have been cconomically and effi-
ciently administered and expended. Reports on such analyses shall be subimitted by
the Comprroller General, from time to time, to the Committees on Government Opera-
tions, to the Appropriations Commitiees, and to the legislative committees having
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Jurisdiction over lezislation relating to the operations of the respective agencies of the
two Houses.” (60 Stat. 837; 31 U.S.C. 60)

Federal Property and Administrative Services Act of 1949

Section 205(b). “The Comptroller General after considering the needs and require-
ments of the executive agencies shall prescribe principles and standards of accounting
for property, cooperate with the Administrator and with the executive agencies in the
development of property accounting systems, and approve such systems when deemed
to be adequate and in conformity with prescribed principles and standards.  From
time to time the General Accounting Office shall examine such property accounting
systems as are established by the executive agencies to determine the extent of compli-
ance with prescribed principles and standards and approved systems, and the Comp-
troller General shall report to the Congress any failure to comply with such principles
and standards or to adequately account for property.”” (63 Stat. 389; 40 U.S.C.
486(b))

Section 206{c). “The General Accounting Office shall audit all types of property
accounts and transactions at such times and in such manner as determined by the
Comptroller General.  Such audit shall be conducted as far as practicable at the place
or places where the property or records of the executive agencies are kept and shall
include but not necessarily be limited to an evaluation of the effcctiveness of internal
controls and audits and a general audit of the discharge of accountability for Govern-
ment-owned or controlled property based upon generally accepted principles of audit-
ing.” (66 Stat. 393; 40 U.5.C. 487(¢c))

LEGISLATION AFFECTING THE WORK OF THE GENERAL ACCOUNTING
OFFICE ENACTED DURING THE 89th CONGRESS, FISCAL YEAR 1966

Access to Records and Audit Provisions

(1) Water Resources Planning Act, Public Law 89-80, approved July 22, 1963, 79
Stat, 244, contains the following access to records provision:

“Sec. 307.(b) The Chairman of the Council and the Comptroller General of
the United States, or any of their duly authorized representatives, shall have
access for the purpose of audit and examination to any books, documents, papers,
and records of the recipient of the grant that are pertinent to the determination
that funds granted are used in accordance with this Act.” (79 Stat, 253)

(2) Mental Retardation Facilities and Community Mental Health Centers Con-
struction Act Amendments of 1963, Public Law 89-103, approved August 4, 1963, 79
Stat. 427, contains the following access to records provision:

“Sec. 408.(b) The Secrctary and the Compiroller General of the United States,
or any of their duly authorized representatives, shall have access for the purpose
of audit and examination to any books, documents, papers, and records of the
recipients that are pertinent to the assistance received under this Act.” (79 Stat.
429)

(3) Actof August 4, 1965, To facilitate the work of the Department of Agriculture,
and for other purposes, Public Law 89-106, approved August 4, 1965, 79 Stat. 431,
contains the following access to records provision:

“Sec. 2. * * * The Sccretary of Agriculture and the Comptroller General of
the United States or any of their duly authorized representatives shall have access
for the purpose of audit and examination to any books, decuments, papers, and
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vecords of the recipients that are pertinent to the grants received under this
section.” (79 Stat, 431)

{4) Public Works and Economic Development Aet of 1963, Public Law 89-13
approved August 26, 1963, 79 Star. 552, contains the following access wo records
provision:

“Sec. T14'hY The Secretary and the Comptroller General of the United
States, or any of their duly authorized representatives, shall have access [or the
purpose of audit and examination to any books, documents, papers, and records
of the reeipient that are pertinent to assistance received under this Act.” (79
Stat. 373)

{3} State Technical Services Act of 1963, Public Law 89-182, approved September
14, 1963, 79 Stat. 679, contains the following access to records provision:

“Sece, 18.11) The Secretary and the Comperoller General of the United States,
or any of their duly authorized representatives, shall have access to anv books,
documents, papers, and records of the recipient that are pertinent to amounts
received under this Act”™ (79 Stat. 6814)

(6) Act of September 30, 1963, To authorize the Secretary of Commerce to under-
take research and development in high-speed sround transportation, and for other pur-
poses, Public Law 89-220, approved September 30, 1963, 79 Stat. 893, contains the
following access to records provision:

“See. 8.(a}(3) Each agreement or contract entered into under this Act under
other than competitive bidding procedures, as determined by the Secretary, shall
provide that the Secretary and the Comptroller Geneval of the United States, or
any of their duly authorized representatives. may, for the purpose of audit and
examination, have access to any books, documents, papers, and records of the
parties to such agreement or contract which are pertinent to the operations or
activities under such agreement or contract.” (79 Stat. 894)

{7) Water Quality Act of 1963, Public Law 89-234, approved October 2, 1963,
79 Stat. 903, contains the following access to records provision:

“Sgc. 6.(e) The Secretary of Health, Education, and Wellare and the Conzp-
trefler General of the United States, or any of their duly authorized representa-
tives, shall have access for the purpose of audit and examination to any books,
documents, papers, and records of the recipients that are pertinent to the erants
received under this Act.” (79 Stat. 909-910)

(8) Heart Disease, Cancer, and Stroke Amendments of 1965, Public Law 89-230,
- oproved October 6, 1963, 79 Stat. 926, contains the following access to records
provision:

“Sec. 909.{L) The Sceretary of Health, Education, and Welfare and the
Comptroller General of the United States, or any of their duly authorized repre-
sentatives, shall have access for the purpose of audit and examination to any
books, documents, papers, and records of the recipient of any grant under this
title which are pertinent to any such grant.” (79 Stat. 930)

(9) Act of October 9, 1965, Relating to the establishment of concession policies in
the areas administered by National Park Service and for other purpeses, Public Law
89-249, approved October 9, 1963, 79 Stat. 969. contains the following access o
records provision:

“Sec. 9. ¥ F * The Complroller General of the United States or any of his
duly authorized representatives shall, until the expiration of five {5) ealendar
vears after the close of the business year of each concessioner or subconcessioner
have access to and the right to examine any pertinent books, documents, papers,
and records of the concessioner or subconcessioner related to the negotiated con-
tract or contracts involved.” (79 Stat. 971)
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{10} National \'oc‘uio 1wl Stdent Loan Insurance Act of 1963, Public Law 89~
287, approved October 22, 1965, 79 Star, 1037, contains the following audit provision:
“See. Ih(b) The Commissioner shall, with respect 1o the Anancial operations

arising by reason of this Act—

* * * * * * *

!} maintain with respeet to insurance under this Act an i
accounts, which shall be audited annually by the General Accoun:
accordance with principles and procedures applicable to commercial corporate
transactions, as provided by section 103 of the Government Carpora 1 ‘ontrol
Act, except that the transactions of the Commissioner. inclad the settiement of
inswvance claims and of claims for pavinents pursuant to section 9, and trans-
actions related thercto and vouchers approved by the Connnissiot n connee-
tion with such wansactions, shall be final and conclusive upor ounting
and ovther officers of the Government.” {79 Seat. 1047-1048;

(11) Mediml Library Assistance Act of 1963, Public Law 89-291, approved
October 22, 1963, 79 Stat. 1059, contains the following access to records provision:

“Sec. j!iE}h, (b} The Secretary of Health, Education, and Welfare and the

Comptroller General of the United States, or auy of their duly authorized rep-

presentatives, shall have access for the purpose of audit and examination to any

books, documents. papers, and records of such recipients that are pertinent 1o
any grant received under the provisions of this part.” (79 Stat. 1066-1067)

sgral set of
v Office in

(12) The Supplemental Appropriation Act, 1966, Public Law 89-309, approved
October 31, 1963, 79 Stat. 1133, contains the following access to records provision
with respect to grants made under the Economic Opportunity Program:

“® % ¥ Provided further, That all grant agreements shall provide that the
General decounting Office shall have access to the records of the grantee which
bear exclusively upon the Federal grant.” (79 Stat. 1146)

(13) Higher Education Act of 1963, Public Law 89-329, approved November
8, 1965, 79 Stat. 1219, contains the following audit provision :
“See. 432.(b) The Commissioner shall, with respect to the financial opera-
tions arising by reason of this part—

* * * * * # *

“{2) maintain with respect to insurance under this part an integral set of
accounts. which shall be audited annually by the General Accounting Office in
accerdance with principles and procedures applicable to commercial corporate
transactions, as provided by section 103 of the Government Corporation Control
Act, except that the transactions of the Commissioner, including the setilement
of insurance claims and of claims for pavments pursuant to section 428, and
transactions related thereto and vouchers approved by the Commissioner in con-
nection with such transactions, shall b(. ﬁnnl and conclusive upon all account-
ing and other officers of the Government.” {79 Star. 1247)

Access to Foreign Assistance Program Records

(14) Foreign Assistance and Related Agencies Appropriation Act, 1966, Public
Law 89-273, approved October 20, 1963, 79 Stat. 1002, provides as follows:

“Sce. 402. None of the funds herein appropriated shall be used for expenses
of the Inspector General, Foreign Assistance, after the expiration of the thirty-
five day period which begins on the date the General Accounting Office or any
committee of the Congress, or any duly authorized subcommittee thereof, charged
with considering foreign assistance legislation, appropriations, or expenditures,
has delivered to the Office of the Inspector General, Foreign Assistance, a writ-
ten request that it be furnished any document, paper, communication, audit,
review, finding, recommendation, report, or other material in the custody or
control of the Inspector General, Foreign Assistance, relating to any review,
inspection, or audit arranged for, directed, or conducted by him, unless and
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until there has been furnished to the General Accounting Office or to such com-
mittee or subcommittee, as the case may be, (A} the document, paper, com-
munication, audit, review, finding, recommendation, report, or other material so
requested or (B) a certification by the President, personally, that he has forbidden
the furnishing thercof pursuant to such request and his reason for so doing™
(79 Stat. 1008-1009)

Audit Exemption for Foreign Contracts

(13) Military Construction Authorization Act, 1966, Public Law 89-188, approved
September 16, 1963, contains the following provision with respect to the exemption
of negotiated contracts in foreign countries from audit requirements:

“Sec. G0+ Whenever—

{11 the President determines that compliance with section 2313(b) of
title 10, United States Code, for contracts made under this Act for the
establishment or development of military installations and facilities in for-
eign countries would interfere with the carrying out of this Act: and

(2} the Secretary of Delense and the Compiroller Ceneral have agreed
upon alternative methods of adequately auditing those contracts:

the President may exempt those contracts from the requirements of that section,”

(79 Stat. 813)

(16) Supplemental Appropriation Authorization for the Armed Forces, 1966,
Public Law 89-367, approved March 13, 1966, 80 Stat. 36, contains the lollowing
provisions with respect to the exemption of negotiated contracts in foreign countries
from audit requirements:

“Sec. 30+ Whenever—
{1} the President determines that compliance with section 2313(h) of
title 10, United States Code, for contracts made under this Act for the

establishment or development of military installations and facilitics in for-
eign countries would interfere with the carrying out of this Act; and

(2% the Secretary of Defense and the Comptroller General have agreed
upon alternative methods of adequately auditing those contracts;

the Vresident may exempt those contracts from the requirements of that section.”
(80 S1at. 37)

“Sec, 401.(d) The Secretary of Delense shall also furnish to the Armed Serv-
ices Committees of the Senate and House of Representatives complete informa-
tion regarding the alternative methods of adequately auditing contracts which
he and the Comptroller General have agiced upon prior to the execution of
any contract which would waive the provisions of section 2313(b) of title 10,
United States Code.” (80 Stat. 38)

Audit Provisions

(17) Department of the Interior and Related Agencies Appropriation Act, 1967,
Public Law 89-433, approved May 31, 1966, contains the usual provision for audit
of the Trust Territory of the Pacific Islands:

“# * # Procided, That all financial transactions of the Trust Territory, in-
cluding such transactions of all agencies or instrumenialities established or
utilized by such Trust Territory, shall be audited by the General Accounting
Office in accordance with the provisions of the Budget and Accounting Act,
1921 .42 Star. 23). as amended, and the Accounting and Auditing Act of
1930 (64 Stat. 834): * * *7 (80 Stat. 174)

{18y The Act of May 20, 1966, To authorize revised procedures for the destruc-
tion of unfit Federal Reserve notes, and for other purposes, Public Law 89427, 80
Stat. 161, contains the following audit provision:
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“Sec. 3. The Compitreller General of the United States shail audit the cancel-
lation and destruction, and the accounting with respect to such cancellation and
destruction, of any currency of the United Siates unfit for circulatic
of who is responsible for, and recardless of who porforms. such ¢
destruction, or accounting. The Comptroller Geneval shall have access to any
hooks, documents, papers, and records which he deems necessary © facilitate an
effeerive audit pursnant to this seetion,” (80 Stat. 161-162)

wellation,

Appropriations for GAO

119} The Independent Offices Appropriation Act, 1966, Public Law 89-128, ap-
proved August 16, 1963, 79 Stat. 520, apprepriated $46,900,000 for salaries and
expenses of GAO. (79 Stat. 526)

(20} The Second Supplemental Appropriation Act, 1966, Public Lav: 89-426, ap-
proved Aay 13, 1966, provided $333,000 for ineveased pay costs. (80 Swat, 160)

Claims Settlement

(21) Act of April 14, 1966, for the relief of certain retired officers of the Army,
Navy, and Air Force, Public Law 89-393, 80 Stat, 120, contains the following proviso
relating to filing of claims in GAO:

“# % # Pravided, That a claim for such retired pay shall be filed with the
General Accounting Office by each such officer or by his designated beneficiary,
within one year [ollowing the date of enactment of this Act.”

General Laws Made Specially Applicable to GAO

{22) The Federal Employees Salary Act of 1963, Public Law 89-301, approved
October 29, 1965, 79 Stat. 1111, not only increased the salaries of GAO employees
subject to the Classification Act of 1949, but also made the severance pay provision
applicable to GAO by including GAQ in the applicability section. (79 Star. 1118)

(23) The Back Pay Act of 1966, Public Law 89-380, approved March 30, 1966,
80 Stat. 94, specifically includes GAO in the definition of “agency.” 80 Stat. 93)

Debarred Bidder Information

(24) The Service Contract Act of 1965, Public Law 89-286, approved October 22,
1963, contains the following provision requiring GAO to distribute lists of violators:
“Sec. 3.{a) The Comptroller General is directed to distribute a list to all
agencies of the Government giving the names of persons or firms that the Fed-
eral agencies or the Secrctary have found to have violated this Act. Unless the
Secretary otherwise recommends, no contract of the United States shall be
awarded to the persons or firms appearing on this list or to any firm, corpora-
tion, partaership, or association in which such persons or firms have a substantial
interest until three years Lave elapsed from the date of publication of the list
containing the name of such persons or firms.” (79 Stat. 1035)

RESTRICTIONS ON AUDIT AUTHORITY
With certain exceptions, the audit authority and responsibility of the General

Accounting Office extends to all activities, financial transactions, and accounts of the
Federal Government. The authority extends also to records of contractors having
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Government contracts negotiated without advertising, their subcontractors’ records,
and records of certain recipients of Federal financial assistance such as loans, advances,
grants, or contributions. The principal types of restrictions on the audit authority
of the General Accounting Office are shown below,

Organizations Not Subject to Audit

The financial transactions and activities of the following organizations of the
Federal Government are not subject to audit by the General Accounting Office.

Office uf Alien Property

Office of the Comptroller of the Gurrency

Exchange Stabilization Fund established by the Gold Reserve Act of 1931
Federal Land banks

Federal Reserve System

Smithsonian Institution (trust funds)

United States Soldiers Home (trust fund)

Funds Accounted for Solely by Certifications

Various laws provide that certain expenditures of a privileged, confidential, or
emergency nature are to be accounted for solely on the certificate of the President,
the head of an agency, or other authorized person.  Audit by the General Accounting
Office is restricted 15 examining the certification and ascertaining that limitations on
such expenditures have not been exceeded. Some examples are:

Expenses necessary for the White House Office (see annual appropriation acts)

Traveling expenses of the President (3 U.S.C. 103)

Expenditures for the purpose of intercourse or treaties with foreign nations
131 U.S.C. 107

Salary and mileage accounts of Members of the Senate and the House of Repre-
sentatives (2 U.5.C. 48)

Certain expenditures of the Atomic Energy Commission, the Central Intelligence
Agency, the Departments of Defense, Army, Navy, and Air Force, the Federal
Bureau of Investigation, the Immigration and Nawralization Service, and

the Post Office Department {see annual appropriation acts and 30 U.S.C.
403j (b))

Finality Clauses

The laws establishing agencies or authorizing them to carry on additional activi-
ties sometimes specify that they shall have the right to determine the character of
and necessity for their obligations and expenditures and the manner in which they
shall be incurred, allowed, and paid; provide that the determinations of the head of
the ageney in regard to expenditures shall be final and conclusive on all officers of
the Government; or provide that such expenditures arz not to be subject to review
by any officer or agency other than a comt ot iaw. These provisions relate most
frequentdy to payment of certain types of claims; the expenditures of Government
corporations; awards made under retirement, disability, and insurance programs;
and advances of funds, loans, and grants under certain legislation dealing with hous-
ing and education. The effect of these provisions on the audit authority of the
General Accounting Office is to limit the applicability of the provisions of section 305
of the Budeet and Accounting Act, 1921, relating to the settlement and adjustment
of claims, demands, and accounts by the General Accounting Office, although they
do not prohibit the General Accounting Office from examining such activities and
transaciions and from reporting to the Congress on the manner in which the agencies
are conducting their affairs.

In the legislative branch, pavments from the contingent funds of the Senate and
the Houze of Representatives, when approved by the Committee on Rules and Admin-
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istration of the Senate or the Committee on House Adminisieation, are conclusive
upon all the departments and officers of the Government.

Prohibitions Against Disclosure of Information

Certain laws impose restrictions on the disclosure of infurmation and prescribe
penalties for any officer or emplovee of a Government agency who vielates the restric-
tions,  An cxample is section 7213(a)(1) of the Internal Revenue Code.

There are no restrictions on the authority of the General Accounting Office to
audit the administrative expenses of the Internal Revenue Service, but the nature and
full effectiveness of an audit of tax collection matters is dependent on access to tax
returns and related information with respect to which restrictions exist.  The General
Accounting Office does not have access to individual income tax returns or to tax-
paver information of a nawre falling within the categories of information precluded
from disclosure by section 7213(a) (1) of the Internal Revenue Code, except when
permission for examination is granted under section 6013 a) of the Code.

Recipients of Federal Financial Assistance

The general audit authority of the General Accounting Office contained in the
Budget and Accounting Act, 1921, and the Accounting and Auditing Act of 1930 has
not been regarded as extending to moneys which have been transferred to and are
under the custody and control of State or territorial governments or their instrumen-
talities. These funds have been cousidered to lose their identity as Federal funds
and to become State or territorial funds. As a consequence, the expenditures of
such funds by the States or tervitories are not subject to audit by the General Account-
ing Office unless specific authority is provided by law.

Various laws authorize the General Accounting Office to audit the records of cer-
tain recipients of Federal financial assistance. For instance, the act of August 2,
1954 (42 U.S.C. 1435), gave the Office authority to audit the pertinent activities of
any local housing authority receiving loans or annual contributions from the Public
Housing Administration. The Housing Act of 1961, approved June 30, 1961,
extended the Office’s audit authority to records of any person or local body receiving
a contract for a loan, advance, grant, or contribution from the Housing and Home
Tinance Agency or its constituents, and to records of mortgagors having mortgages
on new or rehabilitated multifamily housing insured by the Federal Housing
Administration.

Audits of expenditures under other grants-in-aid or cost sharing programs may be
made only with the cooperation of the Federal department or agency concerned and
the approval of the State, territory, or local authority, General Accounting Office
audits of the Federal-aid highway program at the State highway department level
are examples of audits made under such arrrangements.

The General Accounting Office does not have authority to audit the records of
foreign governments or their agencies receiving cash grants under the foreign
assistance programs.

Contractors' Records

The General Accounting Office ordinarily does not have authority to audit the
records of Government contractors except when such authority is specifically granted
by law. For example, the General Accounting Office does not have such authority
with respeet to contracts awarded pursuant to advertising for bids,

The General Accounting Office does have authority under various laws such as
the Armed Services Procurement Act of 1947, the Federal Property and Adminis-
trative Services Act of 1949, and the Atomic Energy Act of 1954 to audit the records
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of eontracters having Government eontracts negotinted without advertising and 10
audit the records of these contractors’ subcontractors,  However, the Office does
not have authonty to audit the records of coniractors outside the United States fur-
iing couipment and supplies under the military assistance program under newo-
tinted avrecments with allied governments. Nor does the Office have authority to
examine contractors’ records pertaining to contracts negotiated under the Defense
Production Act of 1930 unless the procuring agency and the contractor voluntarily
insert a viause in the contract granting the General Accounting Office this authority.

Activities Carried on With Nonappropriated Funds

Many activities carvied on by Government agencies, such as the operation of post
exchanges, restaurants, canteens, vending machines, and welfare activities, are not
subject 1o audit by the General Accounting Office because they do not use appro-
priated Tunds,

International Organizations
The United States is a member in, and contributor to, numerons international

organizations, The General Accounting Office does not have authority to audit the
affairs of any of these organizations,
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NATURE OF AUDIT WORK PERFORMED IN THE DEPARTMENTS AND
AGENCIES OF THE FEDERAL GOVERNMENT
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Hmm- Loan Banks (12} (note 14) 175, Court of Clalms (note 307 Py
Savings and l-mlu Insurance Corporation .2 Court of Custems and Patent Al?lll‘iﬂﬁ
funte 14). s A {Ilull':w] A
A .. Custo 2 — A
A Territorial Courts (note 30)_ A
A Administrative Offlee of the U7 A
A izations
General Serviees Adm A Oiaer Orpunteatla
Indian Claims Commission. - A Distriet of Columbla Government......_ A
lulusntc (‘nmrm-n Comim A Dristrice of Col
Ageney A
A Memorial Tostitute of Tm{llral and
Wl A tive Medicine, [ne. (unte 31) A
fonal \ImIan Bonard. . = t Sorviees, Iuc anel its Empio;en
fomal Aelence Voumdation A ‘rust Fund and
na Conal Compeny (note 14) and Canal al Pension 1 (noted2). . .. A
ne Govoritment = A I 'I. Boundary and Water O
Hubleoned Ketirement Roand - A miwinn U uled States and Mexico (U
\lion Heand. o ke e A
sel - A
- N A
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NATURE CF AUDIT WORK PERFORMED IN THE DEPARTMENTS AND
AGENCIES OF THE FEDERAL GOVERNMENT—Continued

MILITARY DEPARTMENTS
Legend

1A —Work . nl[ﬂnm«l pri
b= Do a|:1 1 pay e

lJIulmm LA }
Dtpml’mﬂi! of Defense

DA
DA
DA
DA
Military \f-sisl'\nﬂ-] TORT: DA
Civilian Defense Progran DA
Ilefense Atomic hllp;mrt Ageuc na
Defense Intelligence Age DA

Policies amd Adm uis[mmo ‘Controls Re-
latedd Lo the Activities Under GAO Audit
in the Miitary Departments. .. ooooccues DA

Tiepartinent of the Ariy

Major Weapon Svstems. DA
{f:u'llliretllt‘nts Determinations
AMainten: noe‘ Romlr and Overhaol
Supply 2 e DA
Hequiren
Procurem
Roeeeipt !1.:‘ and Tzene
Maintenanee of Stock i Serviceable
Comdition
Disposal of Surplus Stock

Contracts, Awand and Administeation____. DA
Solicitation of Competitive Bids or Price
Iroposals
Wevollation of Prices
Contractors' Operations and Complianee
with Contraet Terms
Rcsmrch I_!Melupnwut Test, and Evalua-

DA
-\, [nelud!ug "
ssistance [':n[zrw: DA
ng Ul'lurs Arvcounts .- bb
f.l
Other |I|¢l\1 nis mI l{rct-:[:{%
Alanpower L tilizatlon_ ceea- DA
Acquisition and Utillzation of A womatic
Datn Processing Equipment ... DA

Mi-ﬂnlnn;u ¢, Utilization and Ketention of
e

Depend Exa
Appropriation Accounting and I{Lpnrﬂng__ A

Department of the Nary
Major Weapon Svatems. . __.ooooieeeeo.. DA
" i s Delermi i

Trevelopment and Procorement
'\1.'|l||!i-n:u|u Rl.p.:llr and Overhaul

Procurement
Receipt, Storaps aned Ies .
Ay we of Eteck 1n wrciuu:\bla Con-

tion
Dispesal of Surplus Stock

site af activities or at place where accounts are kept.
1 al the site; overseas eivilian y
wents ol recvipes aodiced ‘otfsite at eentral locai fons, Al apdit waork poerfo

wl allowances, awl
sl on

military poy

le transportation expenditures which are andited centrally by the Transportation

Depariment of the Nacy—Continued
Controcts, Award and Administration_ DA
Solicitation of Compelitive Bids or Price
Fropusals
Negotistion of Pri
Contractors’ l);wmtmll: and Comphiance
With Contract Terms
Researeh, llewlupmml. Test, and Evalua-
tion Progroms S [REY
Military Co:mmrllrm l‘rograms uding
Family Tlousing.. e =
Military Assistanee Progrom .
1)151;urs '3 Uu.ic('rs' Account
vl 1 3
Military and Allowances
Other Disbursements and ]teceipls
Manpower Utilization...__... #
Acquisition and Utilization of
I)ril.: Processing Equipment__.
Maintenunce, Utilization nnd Retention of
Real l'rup:-rl
Conununicnatio
itary Sea Transportatio
Apprapriation Accounting and lleparling__ DA

Departrent of the AAir Force

Major Weapon Systems. oo oo ooaioiiiaiin DA
an:l‘ln wents Determinations

¢ paent and 1 nt
Maintenanee, Repair nnd Overhan!
Ippor
rements Determinntions
Procurement
Teceipt, Storaee and Tss
\I?lntcnnum: of Stock ln Servicmble Con-
dition
Trisposal of Surplos Stock
Contract, Award amd Administration._.___ DA
Solichiation of Competitive Blds or Price
Proposals
Noegotiation of Prices
Contractors’ Operations and Compliance
With Contraet Terms
Rescarch, Dmelopmont. Test, and Evalun-
tion Programs...
Alilitary uualnu:unn Prqg FaMS, Tochindis
Fumily Housing...._.
AMillitary Assistane Prog
D Officers” A

Civilian Pny

Military Pay nnd Allowanees

Other Dishursements and Receipls
Manpower Utilization. ... DA
Acquisition and Utilizition of Automatic

Duta Processing Equipment. DA
Afaintenance, Utilization and Retentlon of

Real Property.... DA

pmmunication 5)1—.era Da
Alilitary Alr Transportaliol DA
Appropriation Aecounting and Reporting.. DA

INTERNATIONAL OPERATIONS

The Tintery
Prograins rek;

tonal Operatlons
g 10 internatiutial aetivig

Trepartment of Agrienlture:
Inters

bmal Affairs: Forelgn  Agriculture

Sereiee

partment of Commerce:
Bureaw of "ublic Roads

Notes are shown on p. 148,
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Department of Fale:

Agency for Intemational Development

Peaee Corps

(A8 \rmﬁ Control and Disarmoment Agency
Other aelivities



NATURE OF AUDIT WORK PERFORMED IN THE DEPARTMENTS AND
AGENCIES OF THE FEDERAL GOVERNMENT—Continued

INTERNATIONAL OPERATIONS—Continued

Independent Agoncies: Post Office Dopartment:
}!' pnnAImporl Hank of Washington Izternat foral AlTairs
Ch_irns Settlerent Comnission of the Depa M UI’ Defensoe;
el S Proprams
l'.s, {nmrumneu Ageney ()tlm! 1uluruut ol activities

NOTES:
1. Compen

ity (‘ruiit Curpor; i
it Corporation Control Art (31U
il Lavwrenee Seaway Developiment Cdﬂlllr'_ll iurl fs arelited waeler the tiovernment Carporation

iqappmpﬂ lli'li tothrec n-l e organiz are ||I==o sih-
nting Hous
¢ Iu and it winder 63 Sto

fon, the Federnl 2

‘i The V' Inun Isl ml-.( urpn tion
It lin of |‘r\e Oitiee of AL
3 03

i ishin
Eu:lnnu: 1 I by ll‘l \nu]\l i

1g Fund = andited nnder the aet of August 4, 19530 (31 V8.0,

ez of the Office of the Comptroller of the Currene

of the Federal Reserve Sy

Taneds aball not be conztrued to be Govermnont funds ar o

vieneral Aceotnd ing Oflice,
Mo Anndited wnler the L
15 Consi=is of approx

privately owned oui 2 l

I listriet lankzfor coopertives (privi B[L‘l) owned)—u

wedd by -mw«u nl= ot ional
ASE provides that such
lpmprhlul munr'!s \o nu-ht b ke By thie

Ium A7E prosdigetion erea i ssociations (460
12 Fesberad el Banks s v owned s,
1 isaudited by the Genvral Aevounting

resd ipos the
vl preseribe the wanter of ineurring ol )
r 2l to defray the (‘n&\ulm'& of the Boa
and (3) llll‘ rule set out in 12 1
pply Fund administered by the General Services A[llﬂini‘ll‘nl
f strative SBervices Act of 1HS (5 1 a,

g

o Tuiels or

B
ey nlll lm\\r LTI

is oudited under

rative expenses of the Institution w e from approprinted fimds,
20. The Fl‘tlrt'l'llolll system of the Tennessee Valley Authority is nudilrd l.r} independent publie seconnt-
ants nnder contract with the General Accounting Oflice.

21, Audits made on request.

. Eemiannual sudit made pursuant to 2 U.8.C. 8la,

Audit made pursnant to 40 US.C. 174k
nouel audit made pursnant to 40 1745,
te mu uthorized by 31 U.5.C. 67(b) a5 amended by 'L, 88454, approved Aupust 20, 1964,

ninistrative accounts are mmnl‘\inml by the Library of Congress
unual audit made pu nt (o 44 263,
Zite audits anthorized pursuant to ru,rm-melll with Librarian of Congress, effective July 1, lbl 5
29. \l:uln u}ipl!ﬁ ouly to appropristed funds and does not inelwde the fumds of the lerk uf thie $ preme
Court. ¢ Cieneral S ing Qilice has no duty to scitle the ﬂtl.'D‘ll’llS of the Clerk of the Supreme
Court (28 l. “ .C. 671} and no v I:l ol aceess to his records (31 U.8.C. 2

0. Andit made in the Adn |i>lrmivr. Offiee of the U2 Courts, W -\s'him,lnn D.C.
3. Anng lit made purs 1 to 2 TLE.C. 2780,
a2 1 1 male on rtqilrsl
43 Audit o pursnant to G0 Swat. §01; D.C. Code, 1051, 5716,
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966

Avblressee and ddate issied

Heference!

Conunit-

tepsar | Ageney

Congress | Menthers; oflicials
of Con-

CIVIL DEFARTMENTS

lh prartment of Auricnliure:
Drepartneatwile
view ul

ety conilitioes in certaln storame areas pri-

lding of the Departinent of Aeri-

publivatione 1u II
olliee
Agciculrral Re
Frocedures

irative Division, Fort Washing
pee Oflice, 1vaneseille, Md. ...
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

Aebdreszee anet ddute izsne b

Reference

Congress |

CITIL DEFARTMESN TS-—conitinued

Dapartment of Agrle nllure-—(‘
Agricubtiral Stabd 1
Conrnadiny O l|1“[ t.'u:|.
il for

1
{ Conservation Serviee and
on:

R TT IE- o B
P FE ST I b ) PR e
114824 | 1-15-06

i F L
Aalelit

clsingt ren
ot wniformly

Al options i v lesse agreel vnts were
wpliedd by the L mn welity Credit Corpo-

] ET: T I PR 9-14-65
FARECCE R, R 11-30-65
STPITERPRY —— REc S

\.u-tl l'ur 1|n|1rmemc ng |1mc|.'duns Tdicated
by review of May 196 esti Puls:l\ingsL prected from
the 1061, 1962, amd I'.m.i feedd grain programs .

nlervst eosts by ’\pwll[mg cul-

lection and dep 1{Drmds from sales of i

Ovendeliveries of Farm-stored grain, primarily wheat, in

) tion of price sllpporl Toans under 186414905 reseal
Toan prosram...

Review of Comuodity Credit (‘,‘oqmrmnn “ace
fin Al reports at Evanston ASCS cmnmud ¥ office,

year 14

oy ol adjust Payi oy

Tand eonversion program and [Im trup].anli ndjusl.mr-n
TroErn .
Commuodity

TTTI0 1 IO I - 5-65

2-73-66

_________ EEEERES 2066

__________ cecemmeana|  AZ1-G6

x('hnng\ Authori
Noed to strengthen repulitory practives and study eertain
tracling activities relating toconumedity fatures inarkels. . MeTT0 | TIEBS |
Farmers Home Administration:
Eiforis to have borrowers refinapee their Government
loans when private or cooperative credit avail-

114873 | 52666 |ocnnneaa]innnane -

r 1] e e

Need to strengthen procedures for determining whether
loan apphieants are unable to obtain fnaeeing from
private or conperative eredlt sonrees.

‘;ﬂ-lretl‘-:l s0il and water association loans in Kansas and
Uk

THETS | 1= 660 [occeeciafimmrmnnen

nlulmhiu. officers,

» Instrance © onmlm
on of financial for fiscol year 1965.....) 114834 | 1-17-86 |oooee oo foniaaaaas
Forest Service:

Follow-up review of adjustments made in fees charged bur
wer-home sites on aational forest lands. . i 152400 | 11800 | o aeeiearaan
Procedures for measuring national forest timber

Pacific Northwest Reglon (Hegion 6) 125058 | 2466 | R T PR

int ul competition in the pi
ser al certain locations in the Pacific North-
west Region { Reglon 61 ml}uesr. of Senator Wayne Morse) | 154878 [ooooeeennn 2 L
A Asis of certain aspeets of biddine by both sealed bids

and oral auetion bids on national forest timber in the

Northern Region (Reglon 1) and the Calilorain Reglon

(Region 5) qroquest of Senator Wayne Morsed 125053 |- W15
Rev h\\ of certain material concerning compet it ivo hidrlml{
timber in the Douglas-fir subregion of

e Northwest Reglon (Region 6) (request of Con-
Erossm n ln.-bm E. Jonesy...—___

125053 |- -smmmnnss 1-17-88 |-oaaao -
s, ul' certain funds nppmprhlul forest recreati
oe Area in Min-
st r.-r enator Walter
.............. EI N T I - T S,
ber management plans in
eion (Rerion 1), (.;lll’nrntn Region {Region
125058 8-16-05
Californin
Reglon :I{vgion 5. 125053 | oaaaa. S I L
Sell.lelm nt of accounts of accountable officers
Forest Produets Laborators, Madison, Wis . 11-23-85
Pacific Northwest Forest and Range Experiment Statton |22 771 2200 4-37-66

235-470—66-——11 151



AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

Iicloreiicn

CIVIL DEPARTMENTS--g ntinued

Department of Agriculture—Cont
Forest Service—Continued

iszoula,

Region G, I’nrtllml nrr"

Ttegion &, Atluntn, G -

Otliee of the In=|wtor Ler
'u‘(l [ur lmprovement in

ty ol !nlemnl audit working
s v ollice

B0s
]‘tl:ml Lh'(‘l fication Addministration:
E slione into allernative trunsmission plans considered
]& r to approval of a loan to Fas( River Electric Power
woperative, ine, Madison, 8. Dak. {request of ehair-
1 IIL Flﬂn:ﬂ mniiter on Department of Agricnliure and
s, denate Committee on Appropriations)
nt nmm prinr [1:] .s[!pruuﬂ of loan to Brazes Electric
€ of ehairman, Sulicom-
3 ture and Related -\gun
erzite O ammil(u- ot \upmpriﬁt!ons) s
Selected aspeets of the el

157545

Soil Conservation Servic
oriunitics ror ready

T
ceatistical Hey porllnl. Aerviee:
Information regarding the purpose, use, and cost of the
Prospective Plantings Roporl pnmmred by the Depart-
I\I{wfl n;r Agriculture (request of Congressman Ancher
) . i
Department of the Army, l."orps of Englmﬂa Tetvll functions):
pportunity for sa\lngs by reducing overtitne on revetment
cl;rlnul.rucllon and maintenance on the Lower Mississippl

Reloeation of milroad facllitics, Walter F. George Lock and
Dam, Fort Galnes, Ga_ -
Land acquizition practices o o oir
Miszonri (request of Congress ﬂn Dum'ml 0. Fl lh
Operation of navigation works in the vicinity of Fulton, .,
during 1465 Mood (request of Senator Paud . Douglas). .
Unnecessary eosts lmeurred because of payments to Statas
contrary to intent of the Congress .
Settlement of neeounts of accountable officers:
District officea:
Honolulu, Hawall.
“lmlinzllnrl WV
o,
Afeniphis, Tenn.
Omaln, Nebr. ..
Tulsa, THklo
Walla Walla, Wasl
'I)irlﬂnn nﬂlcn Waltham, Mass
Ciei
Dis Lct Fn!lnu-r Tacksonville, Fla..
North Pacifie Division, Portlaned, f)ﬂ:;;
Diepartment of ¢
O:hn- of 1h

Leltlemeul ol weeounts ol’mmlml:.lhle oflicers (\\ nshinglnn) -1-

158671

11563
156516
155920
157757

4-20-06

13444

15149

21506

10-22.65

Aulebresser

Congress | )

3-11-66 |.

+-20-66

alie sstped

]
Aveney

officials




AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

CIVIL DEPARTMENTS—continued

Department of Commerce—Confioned
AreJ It«ioulu[-lntnl Admimsteation—Continoed
g allovation of nec
uf Congressman 1

of the Ceet
vl]n-mn o With eert

1 1o result, from s
{ Beitway, Interstate

Federal pactie i 1 unsu|.l|mlm ri
neguisition ensts in the vofll
Price redietion in Federal-aid bighway canstruction ca

el in bristrict of Col

Arl

Atlanta, Uin -
Fort Waorth, Tex -
'i[uul:lrslnwlh Atd
Kansns C hY

Aceounting syste *unst and Geodetic ‘Hur\e\
Need for more veonomical method D'}"m irting telewriting
cquipment at Weather Bureau and
Settlement of acconnts of accountable officers, bnul:lu.rn
Region, Weather Buosa, Fort Worth, Texo ..
Nativnal Bureau of Standards:
istribution of * Fast_ Announcement’” releases by the
1uusr for  Federal sScientific ami Technical
1 (e 1 v Cliford I°

ASC) -~
riing distribution of * F 'w..-\mmunﬁe
ouse for Federal Scientific
Indormation (mqui.sl of Senator CHtford

10
calendar year 1964, ..
trative matters, calendar

i3
vaneial stalements
38 on certain wdn

h
Alleyation that F rl | |‘und5u
tand for civil rl
winn Hay Ruoberts: .
Bepartment of Health, Educn(tun and Walfare:
Otfiee of the Seervt
1);-!Ic-im| irs in alministration of donable surplus personal
raut for educational and public health pur-
ate of \l isauuri -

being used to puaranice
s uequns[ of

" iml o[-‘ll abl
rzonal pmpwly program for edueational nlld
wirpeses in the state of Missouri
Teguest of Congressiman Thomas I, Cul i
Request of Congresswoman Florence P, ]}n m-

AAeld installations. |

'{1 ferenwy

115408
115653
L5653
115653
115653

13653

133265

133265

133265

| LCorgrss |

G-20- B
106

12-17-65

S-12-65

\I| 1
uf
FLess

2-10-60

10-12-65

1= 1-65
1-26-65

Aeledresae and dale sl

=151

Fee 10 1ti

3 4t

G470

4-15-68
3-23-66
4= 7-66
I-H-66
5 065

4156
10-14-65

11~ 565
3-21-68
2-14-68
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

CIVIL ARTMENTS - continmed

I)umnnum of He
Chiligwe ol 1

L and Wellare—Cominued
el

Al property to eortaln edae-
] El:‘Iiluliulls renuest of Seuator Geonee 11,

i tovs, unel controls re ting to
1 I R
l)‘l\n of Eddueatio
Certain nspects of whnd I:n .lnnu of the Student Loan 'ro-
Fui 1 oof v man, Spw Subeommitice on
u:mlmlu on Hdueation
af the \\:}rl.

vl Labwr)
study Pro-

wpeeneivs for sebiool twllslnmlml in arcas \mlln {1 l'odvr.'ll
ceruent eonstrnctved selools on military I\ma'\ A

Seleetead azpeets of Timplenent of bility re-
115 of Seeth O of "ublie Law HIS, E Iuhl} first

o In I'r|h1.1 Teaith ferv
(e |lpm:‘u nud supphvs for

| fur 1l eivil
i seive

eed
ML

st ol

1t reseeared
sty e aiest
i, Louse

o el Foreien {

spancts of dnedire

irequest ol ¢

tions Subeommittee,
L LI

T
Tz Coin

i healUh seryives
st of eantraets for taxieals
ez of Health

o |1rnpprr, utili

Helee!
Luf

nla ol aceountable officers, Public
£

bursenent for
3 m-|u|-sl of chn

n few of reports from representative payees,
Payiment Cent .

contrailing the receipt of
wianed Jaannd

nifices

Federad A partivipation in the costs of proseri

recipients in the =tate of Peansylvania

v ol u.mmls over payients for drogs preserilued

s in Coliforoin drenuest of

un ltealth of the Elderly,
Aging). ..

A

uuuimga
rants awarden by Ofice Delinquency
mth i“:mnlupnwm irequest ol Congressworman

fon in the costs of drugs iis-
penzed to b it wellare reeipionts in the

State of Fen
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Avielresave mul
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b Aeeney
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Developn
atwl Iimne
1| e f b 3-66
]
1 inaking Ioans e, e e ] PGl
ol it
af mortyr e !ul o higherise muliimily
i TLIEGD RS i SRS A
1 [IERLE] Cran ——
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15
114560 Al
114560 AETTIEY -, My S er
114560 I o T
1527
2 project
 Kuchel
n: ol Cali-
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| 114863 CEPEPp, E
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AUDIT REPORTS ISSUED DURING THE rISCAL YE&R 1966—Canlmued

Belerene:

CIVIL DEPARTMENTS —continued

and Urban Develnpment=Continued
;m.rm = ontinued
relating parcels of Eroprrly heing
nequired by the |_ir.3 n:‘ (‘uulnnd in the University-
Fueltd urban renewsl project aren {request of Congress-
it Charles A, Vanik .
pent dats oblained b prel nnry rov Iew of Univer-
-Euclid Urban Renewal Projeet No. 1, Cloveluwl,
(request of (,ungu ssman Charles A, \".mll‘}‘.__-‘__. 113754
Sottlement of accounts of accountable oflicers:
Ofico of the Sceeretar
Hegional Administrato (‘hlr !m. ™.
Region I, ¥ow York, N
Region V, Forl Worth, Tes
1‘»-; i :I:rﬁ:l. nltlur Interlor:

Drepartinent of Hou
A

TsTH ol

114846 | G-20-60

1
(reruest of Senator

Homneville Power Admg istmllun Cimelusding constrietinn
‘i('-z of Army Corps of Engineers asl
1

114553 | F2-30-65

Excessive cost ine
nent ..

e of AP

Settlement o e l'lllila of
ending June 3, 1965
resn of Dwiian AiTaies
amination into policies for the recovery of Covernment
expenditures eureed in the managen 1 aperation
of Tnddinn forest ent
Noewd for efeetive grish
in the nmagewent of trital teast [un:ls e

'\ml for imprm geutent of m
15t for Lo

5. [u'rl.ud.

THEES | 3-24-606
TH868 | 6-30-6i
114865 | 3-11-66
154282 | §-24-06

Tfhrough revisions of oonstruction
avonl exeess =ealing r'm;nil\ in slenl
bes

TL4RG63 1 4-12- 06
15282 | 11- 3465

114868

J-u|l!l.<' mlllif|||:.4‘||p:l‘1' vehi X
#3 by direct procuretnent orqiuu-rl enuip

v oflice, i ka

Muskozer ares otfice, Muskngee, Okl
Danpe Indian Ageney, Pawhuska, Okia. ..

Burean of Laned Manazement:

nent of accounts nl Mmlmhhle nl‘l'lc?m. Fn‘nlr il
Olice, Washington, 13,

Thurean of Mines:

1 af accounts of .m‘n

rative } Mni Oilice, Denver, Colo_ .
Turean of Heehauation:
. LTV nl coun]llml ion of transmission line eon

4-X0-60

o contragtor hou
. Colorado River i i
FESNTAE e B L L R

Amariilo, TN
Seryive:
r Giovernment-frnished atiliny

serviees
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AUDIT REPORTS ISSUED DURIMG THE FISCAL YEAR 1966—Continued

Depaeement of che Interior—Continued

'-II!‘:\! of Territor e
uul Corporation (fwes) ...
e ol e L:m‘i-rmlu'nl Con
It 5 1064, 1

i Jur [I'N.‘l'll ¥

eent activities of
BT S .
I’O‘l L‘r Administeation (ine u]iug LlillSllLII.liO[l
of U Ariny Corps of Eiy
stenn and r{.'l\ll(‘ activit

i -
Laovern-

1L o
Zouthiwester

Cost-sharing arruigements llh the State of Oregon for

the operation of fish hateher e
Violativn of stututes by use of nuannge ent and inv :.I:i;..l-
tuns of eesutirees (unds for ge erul admdaistrative ex-

!
mittes on Porefgn Aid
Exwudllulv:. tiee o Government Op-
eratios) o

Fettlewent of uecounts of

Lsbaneds ...
pd Wilidlife:

Burvaw of Spwort Fisheries
S nlnnml of acvounts o .uwuul 1IJ!e nllluers. .\(lumn,

llomrmwnl of Jristice:
Burcan of l riaun»

ent property, U8, Penitentiory,

Fede -] Correctional Dnsti
1l Hefurimastury fur Wo CTS0
il Center for Federal i‘rl.aonb. Spring t'ld Mn

Beferciuee

125081

157602

154042

21T

G300

| SR O LS 1o

.......... 1=t

thanty, G
T

tewents for iisml yvear 1965,
clnolmr\-ui durlng uidit at U5, Penitentiary,
L

¥ linanedal nnnnge il
mtiun uud \.\tur.:ile.il lon e vic

oview of pro

ibﬂﬁ‘d necounting syatem. oo ooiccaaaaas
1ol L.J
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o

solidation and reduction ui’
ities in Wisconsin .
I use of Federal I s lo the resrganiz
ut unln. Ll ngnuulp]n_\mem ollu.es, Ihinois

il 'I'rmmuﬁ'
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ower Developanent
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d Wellare . ____.
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

I Adlidresave manld date

Fn Serenen|

1 Congress

el

!\ oL
1 reesor
\1\ [
of Can-
Eress

CIVIL DEPARTMENTS—eontinned

Post Otfiee e tuent:
Avvelerated 1 0

ul dellvery progrivn e
WL, post ollices.
i leave.

colleetion
1 W

f
Iy muipn Wit
funds 1o

C juterest costs fncnrred Dy
s a!lr l"irlil'l" lnr Ir s

l nid =
" COUNIrivs.
Us af et

< ~|n|\| 1
coar BUGE greniesi 1;[[ nnn et
ireling removat of n
amd 1 request of Congres
Controlz aver the e
el e,
heficheneivs l(

l'IuI||)J lel-ml.
200 Line Traios 9
u(hlm L mucm Ly

1 = of multipnrpos: |
Aberhends wsed in transporting

nu\ iu\ of basis for prog 3
3 vstl see e polivies il
J lllfml‘.ll compelitive procuroment of sunull

11
e rmw[ﬂ' e
while ollicers.

airport e ifteations are
Settheanent of secounts of sevo

Treasury Depr Art et
Burean of Aveonnis:
*rocedures ami practices to recover overpayment eheeks
Division of ULsI-ms«-uu t
Revm\k of administraty

ork,
meism Calif.
shinglon, DG Lo

of Custar
receivable resnlting from fines, venalties, and

< of 10 acconntable pificers wiihin e
of accounts u! Colleetors of Custom
B timmere, M. :

Batreat of (he Mint:
cttbeenent of acennts of accountable officers;
nited Srates Aszay Oiliee:

New York, N.
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

CIVIL DEFARTMENTA—Continued

Treasury Department—Continued

Burean of the Mint—Continued
Settloment of aecounts of accountable oificers—Continued

Unijtwl States Mints:

Denver, Colo.___
hiladelphin, Pa.
San Francisco, Calif.
Interna] Revenue Service:
Disvosal of good serviceable (urniture due to Ina:lcqunte
mmlmzonn-utactmn

p:ng tent and colieetion pract ice:

i ul‘ Incrensing Lhe dollar income Hmitation o
Blished $10,000 ceiling to obiain grester use of
United States Individunl Income Tax Return (Form
IH0AY (request of chairman, Subcommittee on Legal
and Monetary A,{f:urs. Heu mumittes on Government
Operations)

Deficiencies in travel

|

1
Relerenced

Adldrvsgee wind date issyed

Cuonnit-
Lo ur
Congress | Members;
of Con-
greas

A
i

12- §-6&
2-17-66
B-30-63

Faollow-up review of air travel policies and practices.
Opportunity for reducing certain training costs
Civilian pay, Ogden, Utah
Sevtlement of accounts of sccountable officers:

Central Heglon, Cincinnati, Ohio.

Narfonnl Gmoc. “nshl.ugton DO

.8, Coast Guonard:

Administration of eertain transters of Coast l]:mnl mam-
Lers between perinanent dutg stations. .

Need to ree: ne and o
of high-endurance vessels, We estern Area
TPotentinl savings through use of ouses owned by Federal

Honsing  Administration as Gowmmznt quartnls for

certain Const Guord in the St

Alami, Fin,, arens. ... . eeeevsm e ccecencemnn e mannnsa]
Potential snﬂngs throngh more elfective utilization of buoy

tenders In the 1st Coost Guard District et -

Rental and utility rates charged to emplu}ees and membem
oecupying certain Government-owned quarters
Unnecessary retention of excess property. ...
Civilian pay, U.B, Coast Guard Hleadquarters.
Settlement of necolnts of accountable officer
Coast Guurd Yord, Curtis Bay, Md..ooceaomacmmrmiaaan-
Distriet 1, Boston, Mass

114851
114851

District 2, St. Louis, Mo__ .

District 3, New York, N.Y
Distriet 11, Long Beach, Calif.
District 12 San I rnnulscu. Calif..
U.8. Savings Bonds Division:
Exsmination of travel expenses of certnin employecs of
the Ohio office (reauest of Senator Stephen M. Young) ..

INDEFEXDENT AGENCIES

Atomie Energy Comimission:
Controls over uul!ml.[nu and procurement of photographie
cnuipnu.‘nl at the Bandis Laberatery, 1bunquerqgue,

Dieficiencies in motor vehicle maintenence, use, and replace-
menk practives
Possible savings (hrongh purchasing
certain copying muchines. .
Preferential altowances poid (o certain
at the Tlonford Works, Richland, Wasl
Bavings sttainable by {Iiscmm qz
nortation services at Hanford Works, Richland, Wash______
Savings atlainable through reductions in fire denaxtmnnl.
and guard foree stafling at conteactor-operated installations
umdler the supervision of the Oak Ridge Operations Office. .
Corrective netions taken Ly contraclor to improve certoin
procurement practiess and o8 (req of C
man Richard 5, Sch er
Feasibility of combining cerlain service functions of Sn
L% mpm-unon aml Lowrence Rodiation La}.mmwr;, Liv
more, Cnl s
llwstng upexn:.luns al the Nevada Test Site. . 2070

114878
152008
146930
114578
114578

146424

155040

1-18-66
T-20-65

10-21-65
S-31-66
T=21-5

4-21-50

- 766
11-20-63
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continved

INDEPENDEXT AGENCIES—continued

Atomic Encrgy Commission—Continued
Pricing of ministure electric motors procured by Sparlon
Electronies under noncompetitive fized-price” purchase
orders with Globe Industries, Ine., Dayton, Obio..

iteferenee

114878

Addrezsee and date fssued

Commit-
. leesor

of Con-
gress

Pricing of thermal switches cured from Bomae Laborn-
. torles, Ine., Ly the Bemlix mmlion _____ -

114878

nd ion of &
c]ljiuihl computar by Bmuklmven l\atinunl Laboratory,
pLon

Pr&cuﬁmmaul selivities of the Zia Company, Los Alamos,
fe; Loy

Propriety of

| =
i m ‘the 'II nmsphierie
ler conteact with Holmes

& Narver, Ine. l.us -\nf Wil
i tics at the Notional Heartor Test-

l-l 4 Operations

e, e
New York Operations Ulli(‘l‘. Now \nrk‘ N

Richlanl Operations Oflice, Richiamd, Wash

(‘ulomrlo Arvd Ollu:\. (_Irzu 1 .Ilmrllon C\nln
! iy,

vil Service Re-
tiee an Federal

ELeIm (.reqms' al
Stall Retirenent
Settlement of necon
teulml (Jllm‘. i

o Itilhlx‘ otlivers:
. 10.C

Lo |}-.|rlm.
Cuontrols oy
Setutor W

130150
155186

TS
11l

DR4ES
Tishn

i

Ageney
ollicials

4-26-60
11- 8-65

1-26-66
0-21-65
9~ 2-63
517-06

3-11 og

1-19-655
3-15-046



AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

Addresspe amd date issoed

Refi Connnit-
teesor | Ageney
Congreas |2 i| otlieluls
o
IXDEPENDENT AGENCIES—continued
Executive Office of the President—Continued
Ofice of Economic Opportunity—Continued
Cirewmstances and costs of footbull specinlly contest ean-
ducted by Job Corps (request of Congressmnn Glenarnd I,
Lipscomb) . | oamsse || 82966 [
Compliance by the Offico of “Eeonomic l’.‘lp]mrmmly w
section 116 of the Eponomie Gpportunity Aet of 1964 (re-
nuest of Senator Winston L. Prouty) . ETTHE S (S ) S——
Data on certain persons reportedly emplo).e:l by 8 Tocal
plonning ul;gmlxnmu {request of ehainman, House Com-
mittee on Veterans' Atlairs) 158323 2-10-06
Information concerning certain aspects of the community
action progrom in New York City (request of Congress-
mian Willlam F. Ryan). TEBE60 | e[ T30 (o
Information concerning the emulnylmnt of certain cim-
sultants (request of Congressman Jolin Bell Williams) . 156807 B-10-05
Information regarding a newsletter published under o com-
munity netion pmgrmu (request of Senator Joseph D,
Tydings).. 157631 0-23-65 §.eooiaaeea
Information It perts empl
by the Offiee of Ecmambc Opportunity (ru]ucst of Con-
_ Bresamnn Leonard l-arhslnhl! _________________ 156560 B-31-65
fons in
157356 e 21460 .. aa

Use of Federal grant funds lor n }:mmr. earrled out by | he
Bluek Arts Theatre School, Ine. (request of
Richard B. Russeil)_._.

Review of proposed accounting policies. .

Farm Credit Administeation (1965)

}culeml Aviation Apeney:

1 costs | 1 in the af tic

data processing equipment ol
Eaiperimental Center..._.

Additionnl costs resl ling I'rom inilure to plovidt purchase

_options for

soarch on uging of :w!:\lbu'u personnel
ngs throngh grmler use of gvailable

Savings uvailable 56 0 1tlon |I; dv_aiguud nir|1ul(
trallic control lowerz af low m‘-ll\‘ll) afrports. -
Accounting for power-generation costs in Alas
Zenotor E. L. Bartlett) .
I}I"Illlr} i

i Pcrlormetl
Alaska {re-

e welght not given o cost factor
for air route Lraflic control centers. .
Aes in fonaneial sl administrativ

5 ional otfices and air trallic control fac

elays in the purchase of allice o

ditfonal costs (o the v

pate of Alaska for development of

wler the Pederal-aid sirport program.

ition of Federal fuvds to the City of Los
1 a sl wler the h-(h'rul '\hl

Munagemient of obsol

D" equipment .
Now-use of a Iuhpnu llenlopuj with (e pid of Federal
Ttz - -

Settlement

8-13-65

3-24-06
4-12-466

4-12-65

4-21-66

T-30-G5 |.

6-21-06 |,




AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

Adddressee aml date issued

INDEPENDENT AGENCIES—continued

to *postage and fees pald™ mail system. ...
Federnl Deposit lnsnmnl‘u Cnrpnmllﬂn
x\lllhl. L

ol nts (1963)
Fl'l‘ll ral Home Loan Bank Board snd urynratiou:: 3
Amil.l of l‘g-(lcm'l Home Lo.m Il. Kl iuurd. E.luh L 19&1 to

Pe(lnm'l. Trade Conizsion
General Services Administration:

Evaluation of snggestion that reimbarsements betwean Gov-
arnment ageneies he m'ﬁm]:IL-sherl without billings (request
of chairman, Subcommittee on Censns and Statlstics, House
Committee on Post Otlies and Clvil Seeviee). ...

Defense Materinls Serviee:

Inguiry concerning a possible discrepaney in the nation’s
stockpile of chromite at \ye Mont. (:wet[um‘l n[ Senator
Jolm G Tower) ..o .ol L e

Federal Su}:plv Servieo:

Heed for npmmn:eul in multiple-award mn[mcting po]lcg'

ton of the t
general ollice d»sks be equipped with locks.

Allegation regarding possible violntion of GSA contract .

Public Buildings Service:

Leasing of otfice space in the Colemont Building, Silver
Spring, Md._ :

Bpace utilization p!.nns “for Governmen
330 Main Street, S8an Franeisco, Cnl!.l._

tion and lons Ser
Agmcy efforis to nc‘hln\‘e eﬂ:ctim and em!mmlu. aperations
of the Federa! T ations System of

chairman, Subcommittes on Departments of Treasury
and Post Office and Executive Otlice, House Committes
on ﬁ{)

rivate car rents
{request of oniressm'm‘E ward J. Gurne, )_. o

Costs of motor vehicle operations (request of Cuugn:ssnmn
Edward J, Gurney). .

Inadequacics in the review and Installation of civil agency
telephone facilities

Selected aspects of the mnlm;cmcm. ‘ol vehicle parkiug 5pm:e
for Government activities in Chicago

Ttilleatlon of interngapey motor pool vehie!
Enstern Reglon of Federa] Aviation Agency ..

blllixntlnn 0 mtemgi!rw\ motor pool vehicles usslgnud tn i

New York District, Corps of Engineers. ...
Weaknesses fn internal andit activ ities, Region 9. .
Settlement of accounts n[m:v:ounl:nule officers:

Regi
Region 0
[nl-'rem{ﬂ i
Contracts

TN 3o
e ol certaiu seie |il1!l|:u!sl(u1nenu for the Surveyor
T PN A e e o S e i T .
Planning for and utilization of sutomatic data 'procnxin
cquipment, Ames Research Center, MotTett Field, Calif.
iry reeandine theory of rmnlnrmlsmg in space (re-
quest of Convressiman James B, Ut)
Ineuiry regardine waste al \llsmssipm"l‘ebt Famllrs (reque.ln.
of Senator B Bardy,

in actiuns of 1he \nltnnal Acronanli

andl’
inistradion  (roog II. R

CrpayInents of rentals :Inr “autemnatic
st the Goddard Institute for Space

Additionnl cnsl:i and
ata processing ma
Studies, Xew Yor

Contract withthe \l mlunrdl [4 nrpnnll.nn ,Van

162
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146864
157255
157255
146803

Helerenee)
Ageney
Congress | 3 otlivinis
133162 |.._ . SRR 4-25-46
___________ _— . B-31-63
S 14531 | 22366 |......
- 114531 | 3-10-66 |
114827 | 10-25-65 | .. il o i
114827 | 1-20-00 | oo
g i | A | AL T §-05
PE T R—— T R ——
. 139161 |- - G-23-60 | .ooaioon
RGN o b T R [ —
114807 | 10-22-63 |....... ———
_____ 3 6-G6

158625
131065
153380
157337

156395

wmaemanne| VI=26-85 | ..

__________ 8-17-65 |.




AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

ISDEPENDENT acENciEsS—eontinued

d Epace Administration—Conginoed
i stra of aubmmnatic data 1mm~w|t“
\nns Research Uenter, Motlfett Fleld, Calif

ibiliny of using other thun commerelally lease i

o
Lo aransport el Tween 1im
i s

La

of cuntrol
aerviees, Mo s
\Ulluilll!q[ﬂht ||ru -

i u[ atituined e Jdata processing system,

: whel other Nuupmcm‘ White
ats Croees, . Mes. L

Ler [‘I‘d: Epi‘\ !“ﬂlQY ]![!Lﬂ
it Center, Houston, Tex. ...
1 serviees entered nto by pr

i
stractural sivel for buibdine at = alif
User charges for off-sile press facility ul. \lm\lw(l S:"\Mnml’t
Cener, Houston, Tex..
Civilian Pay, Goddard bp-m! !-‘I.lgl:: Cemcn Gremhclt. .\ill
1 of necounts of accountable ollicers:

| ERRATH

157370
I BERKLE

1503

Telerenes

Aebelpessve o

Ilmmnll
e

oL alate Bssaned

S-1i-65

=21t
10- 4-65
12-15-65

[ E R
-diy Gt

Eed N )

12-13-65
12-20-65

214 i
10-97-63
12-14-63
0 e14-0G
0-21-65

5-16-60
- 8606

2- 06

1w Research Center, E{l\wnrds. Luti! ________________
Manned $ i Cente
Western

Panams Canal Company
Ezmrination of Iluaru.iul statements for fisenl years 1965 and
Review of selected contraet spenlnmllnns for ecurring com-
petitive p of supy aned couip i
Seleetive Service System:
Settlement of accounts of accountable ofMcers:
Siate Headguarters:
Concord, N.

4-21-66

Little Roek, Ark
Montpelier, Vi
Phoenix, Ariz.
Natinnal Head

ax Court of the United Et«t 5
Settlement of accounts of 1ct‘0unlnhlc (.11 SR ) M e .
Tenneszee Valle therity
Examination of nnctn'l smtcmems for fiscal yeoar 1965......|  104850 | 1-28-66 |.__.....__
Uniterd States Taritf Comn
Selected adminisirative 0|:m‘at!m|s _________ PR Y, S
lected aspects of i system 133351
Velerans A ESLE oG
ect debits resulting from de!'nu!t of gilnr'\mu-d
118660 1=18-60 |.cceeeae.d
114859 | 6-21-06
1
SFerviee for flseal vear 1065 . 114518 | 1= 406
impmw-muuls o be mude
133044 | O-30-65
ernment-owned
a1 hospitals cuther tan use of contraet services. .| 13804 | 00065 ...
Urocedures for terminating total disability Benefits under
Ctboual Service LII'(- tnsuranee policies i 14550 | 31006 §_ . oaes
3 properlics 1c'1u{m1 i the Slate
( iy Prorraom. .. TASG6D | 6-21-00 |
at’hospitals and
T334 | B-18-65 |.ccemmeaan
il utilization n!’ gm:m-r qun
UACUES iy and 133644 | 4-21-60
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

INDEPENDENT AGENCIES—continuad
Veterans Admimstration—Continued

Seleeted aspects of researeh contract for study of the aging
|| & nerican \\ ar veterans (request of
Al

Refere.oee

1535153

1 Congress

Commit-
oS o
Moetnliers)
of Con-

Bress

i defanited hous.
1 Center, Philadel-

dirring fiseal year

E‘Ll[li.'l\“.'l]l of aceounts uf ac

Hospitals and centers
1t RTINS

Fort Lyon, Colo.
Thunston, Tes__

Iowa Clty, oo
Long Beacl.

i’lnl‘!drlp iin
Rosehure, Cee

iy o. ..
Tucson, Arlz

Tuskepee, Aby..
Walla Walla, V
Regional ot
Manila,

=

Pittsburgh

Data Process
l‘hlblll(‘lplllll. i

LEGISLATIVE BRANCH

Qovernment Prlullng Offige:
of Ial st for fiscal year 1984
Inquiry mmx'rnin salos prices and vosts of a poblleatisn
entitied “*Naval ¥lq}m'a.m:lﬁl.}t:; of the Amerlean Kavolution®™
{request of Congressman Hervey Ch. Machen) ... ____.
Housa of Representatives:
Finance Office (1865)...
Recording Stud'lll ra\'ol\ lng fund (IQG.‘-] N—
Resinarant (1965)
Bergeant at r\II‘Dﬁ {1965
St'ltlonéry revolving fund (1965).
ol:t Committee on Atomie Enarpy:
Amllt of ﬁrumchl transactions for fiscal year 1965 (rl:qucst ol
chairman, Joint Coaminitico on Atomie Energ,
Capitol Guide Foreo (1965)....._..
United States Jenate:
Barber Shap {1963
Baauty Shop (19571
lwnrdlng Sturlin reﬁ-lvlug . (1965)

erifteation of dis

114800
133224

133046

123079
114571

ine oificer accounfablility of Felion M.

Johnntuu ratired Secretary of the Senate. ... ...

164
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B-31-85 |

Addressee and date issued

Ageney
oflicinis

d-15-66
52-60

12- 365
§-13-06
12-13-65
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1966—Continued

MILITARY DEFARTMENTS

Department of Deder
weed for i

edl hotels
Cngrland .
irements fur

of quarters in Air Foree-
by mili 1
Potentinl 3 e
matiresses >~Inppm] w
Need for improved sdministration ef all
uniforms of culets in the Reserve Otlicers” Training
05 for overpaytients and ned ts of mileage -
nbursements for travel of service inembars and their
dependents =+
Assigminent of enlisted :nrsmmel m no
Need for postwward o [
nilieunt cost oF pricing
negotintion and award
Rl‘l‘ll!lﬂﬂjllll nt leave
service emplovees in i
il o 1 costs charzed Lo Govermment eontriets by
fon of Sperey Hand Corporation, St Paul,

IIIr.r} “aetivitles .
k of disclosnre of =i
lable pnm’ 1o cont

e o direct, precareiment of eoni-
Aetirs in Ilrmluulou of w mpnu sy
rend items . -

dution of feld
ilieary personne

on faeilities frequest of
vernment Operations).

vings by
Tacilithes lur recriiting
Operation of overseas i
Cly o, House Connmittee on

Heferener Commit-
1o or Apeney

Congress | Members T4
Cor-

Addresses and date isuel

1adady
HETTH
153755

1254037
14usB0

155193
122706

146562
14617

155004

5-15-65 . ____....

2-23-0h EETEECS
L oot b I ——
S C LT R PR —
42000 | I TP
4-20-66 |...

i
Coat of using ry airerafl for transportation as com
with cm mercial 7ir transportation tm||1|.=t ol C
Hao tee on Armed Services). o 157130 §_ ... i IR
Duplll,'\II,UH of fi bers 15
supply ilems (regqueast of Chy " mlbcnmm!uv:, lm'
special  nvestigati lonse o Armed
L[ 1 pR— 1 T ",
ficant audit iny: the I)emrilm tof De-
of U'h lnu-m, House Co itteson \ppmprl-
i L H L0 (—— I - . P
ment ur contraetors ln.-
Lo ou eral Pr
andl Hepul Economic C ittee 0359 | B-17-06 | oo
Use of I wilitary activities (re-
quest of C1 i e on Federal | i
and Kegulation, Joint Evonowmle Committee) o . L0880 | oo..] 31566 |-
Laundry unemllun policies of the I)uurlmml. of Deftnse
quest of Chairman, Subcommittes No. 2 on Small Busi-
t Procurcmient, House Seleet Com-
- e ok 158380 |_....... 4- 006 | . ...
e-value land for recreation at an
overseas military location (renuesl of Senator Jacob K.
Javits). . 135285 |- T-26-65 |..oococnn
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DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966

Most of our audit work in the departments and agencies of the Federal Govern-
ment is performed in furtherance of our policy of directing our availab'e manpower
resources to those areas which, in our opinion, will be most productive of significant
findings and recor dations for improving Government operations and achieving
greater efficiency and economy.

Accordingly, it must be understood that our reports are not intended as overall
evaluations of agency performance with respeet to the programs or activites with
which the reports are concerned. While we are exerting constant effort to present
our findings and recommendations in proper perspective, the conclusions stated in the
reports should not be taken as extending to broader areas than indicated in the
reports.

In the light of these qualifications, a digest of General Accounting Office reports
to the Congress during fiscal year 1966 is presented below.

CIVIL DEPARTMENTS ANM AGENCIES
DEPARTMENT OF AGRICULTURE

DEFAr TMENTWIDE

Review of safety conditions in certain storage areas, primarily in the South Building
of the Department of Agriculture, Washington, D.C., B-158427, Apr. 12, 1966

We observed certain fire hazards and unsafe conditions, primarily in printed
matter storage areas in the South Building of the Department of Agriculture,
Washington, D.C., resulting from (1) unsound housekeeping and warehous-
ing practices, (2} inadequate maint e of fire extinguishers and electrical
equipment, and (3) absence of fire walls and fire doors between printed matter
storage areas and an adjacent garage facility. Oenerally similar conditions
were noted in three other governmental agency buildings in Washington, D.C.
The Department and the General Services Administration advised us that they
had taken corrective action substantially responsive to our proposals.

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE AND GOMMODITY
CREDIT CurPORATION

Additional costs incurred for farm storage of grain, Commodity Credit Corporation,
B-114824, Aug. 23, 1965

Contrary to established policy, grain storage rates to be paid on farm stored
grain for the 1964-65 storage year under the reseal loan program were estab-
lished prior to the announcement of the revised Uniform Grain Storage Agree-
ment rates payable to commercial warehousemen, and exceeded the Agreement
rates. We estimated that as a result of this action the Corporation would incur
additional costs of about §4.7 million or $5.6 million. We proposed that, as
long as the policy of the Corporation’s Board of Directors was to establish
storage rates for the reseal program in line with the Agreement rates, the Board
establish annual storage rates for the reseal program only after the related
Agreement rates had been established.

We proposed also that, before approving such rates, the Board give consideration
to whether proposed changes in policies or deviations from policies will un-
necessarily increase program costs. On May 12, 1963, the Department an-
nounced new storage rates for grain stored in warchouses operating under
the Agreement and stated that the new rates applied also to grain in farm
storage under reseal price-support loans. We estimated that the reduced rates
would result in savings of approximately $9.2 million during the 1965-66
storage year.

Examination of financial stat ts of C dity Credit Corporation for fiscal
year 1963, B—114824, Jan. 18, 1966

The Corporation reported a total realized loss of $3.2 billion for fiscal year 1965.
This loss, reimbursable through appropriations, was substantially the same

as the realized loss for fiscal year 1964, In view of the unique character and

vast scope of the Corporation’s operations, particularly with respect to com-
modity inventories, it was not practicable for us to perform all the examina-

tion and verification steps which we belicve would be necessary in order to
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reach an independent overall opinion concerning the accuracy and fairness
of the Corporation’s financial statements. We did state, however, that the
Corporation’s accounting methods provided a generally satislactory record
of its financial transactions and that its system of financial rcporlmg was,
in general, adequate for the purpose of supplying the Corporation’s manage-
ment with information for conducting its affairs.

Need to consider storing processed commodities on a daily-rate basis, Commodity
Credit Corporation, B-114824, Feb, 17, 1966

Under contracts entered into with warehousemen for storing Corporation-owned
processed commodities, the Corporation was paying a full month's storage
charge for the month in which the commodity was loaded out even though
the commodity might not have been stored for the entire month. In some
instances, the payment of storage charged on a month-to-month basis resulted
in the warchousemen’s receiving the equivalent of double revenue and in the
Corporation’s paying for overlapping periods of storage on the same com-
modity. On May 2, 1966, the Board of Directors approved a revised storage
contract for prm:l.:ssed commaodities which provided for prorating the final
month’s storage charge. This action was consistent with our proposal,

COMMODITY EXCHANGE AUTHORITY

Need to strengthen regulatory practices and study certain trading activities relating
to commodity futures markets, B-146770, July 16, 1965

Our review disclosed that the number of trade-practice investigations made by the
CEA was not sufficient to disclose and discourage abusive trading practices by
individuals trading on certain commodity futures markets.  Our review showed
that 21 of the 36 regulated futures markets had not been subjected to trade-
practice investigations during the 5-year period cnded June 30, 1964. We
recommended that CEA establish and implement a policy requiring more
frequent trade-practice investigations on a planned basis with due considera-
tion to the volume of transactions in a particular futures market and the fre-
quency of violations. The Department advised us that it agreed that the num-
ber of investigations should be increased and subsequently requested additional
funds for this purpose in the fiscal year 1967 budget.

Our review disclosed also that CEA had not evaluated the effect on futures prices
of floor trading involving a practice whereby members of a commodity exchange
trade for their own accounts. We noted that a study by the Securities and Ex-
change Commission of floor trading on the securities markets disclosed that
floor traders held significant advantages over the trading public and that the
study resulted in the adoption of plans designed to eliminate floor trading not
considered beneficial to the market. Since it appeared that similar effects
could result from such trading on futures markets, we recommended that the
Secretary of Agriculture direct the GEA to undertake a study of the extent of
foor trading and the influence of such trading en futures prices of commod-
ities. In August 1965, the Department of Agriculture advised us that although
it agreed that such a study would be valuable, it did not believe that the study
was of sufficient urgency as to require the secking of additional funds at that
time.

FARMERS HOME ADMINISTRATION

Need to strengthen procedures for determining whether loan applicants are unable
to obtain financing from private or cooperative credit sources, B-114873, Jan. 6,

1966

Our examination of 222 loans totaling about $2,262,000 made by FHA showed
that 45 loans totaling about $379,000 were made to applicants who might have
been able to obtain their financing from private or cooperative sources. The
approval of loans without adequately determining whether other suitable
sources were available was not in accordance with FHA policy and instructions
which were promulgated to impl the intent of applicable laws that loan
programs be administered in such a manner that they would not supplant or
compete with credit available from other sources. In June 1965, the Acting
Administrator advised us that he questioned our conclusions concerning the
specific loans which we examined but that certain of our proposals to strengthen
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agency procedures would be adopted.  In September 1965 and March 1966
new procedures were issued which were designed to implement our proposals
and recommendation for corrective action.

Efforts to have borrowers refinance their Government loans when private or coopera-
tive credit becomes available, B-114873, May 26, 1966

We noted in our examination of 306 FHA loans having vutstanding principal bal-

ances of about $2.4 million that horrowers of 74 of the loans with outstanding
principal balances of about $300,000, appeared eligible to refinance their Gov-
ernment indebtednesses with private or cooperative credit sowrces. The re-
tention of loans of borrowers who are eligible for refinancing from other sources
15 not in accordance with FHA policy and instructions which were promulgated
to implement the intent of applicable laws that loan programs be administered
in such a manner that they will not supplant or compete with credit available
elsewhere.  After bringing these loans to the attention of FHA officials, they
took action which, as of January 1966, resulted in 39 of the loans, having out-
standing principal balances of about $180,000, being refinanced or repaid by
the borrowers.  The Acting Administrator, FHA, informed us that the agency
agreed with our finding and noted that all State directors had been advised
of the need for greater administrative emphasis to achieve full compliance with
the agency's refinancing policies. In June 1966, FHA issucd revised refinanc-
ing instructions which incorporated the substance of our proposals for correc-
tive action.

FEDERAL CiOP INSURANCE CORFORATION

Examination of fnancial statements of Federal Crop Insurance Corporation for
fiscal year 1965, B—114834, Jan, 17, 1966

We expressed the opinion that the financial statements of the Corporation pre-

sented fairly its financial position at June 30, 1965, and the results of its opera-
tions for the year then ended. We pointed out that the Corporation is author-
ized to fix premiums at rates suflicient to cover claims for crop losses and to
establish a reserve against unforeseen losses. No specific authorization is pro-
vided for fixing premiums at rates sufficient to cover dircct costs of loss adjust-
ment or operating and administrative expenses financed from the insurance
fund within limits preseribed in applicable appropriation acts. Conscquently,
the continued incurrence of such costs in excess of premiums net of indem-
nities and of amounts appropriated for operating and administrative expenses,
reduces and could exhaust the available reserve.  Thereafier, it could become
necessary to make such payments from the capital of the Corporation.

FOREST SERVICE

Analysis of certain aspects of bidding by both sealed bids and oral auction hids on
national forest timber in the Northern Region (Region 1) and the California
Region (Region 5), B=-125053, Oct. 11, 1965
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At the request of Senator Wayne Morse, we reported to the Congress on the re-

sults of our analysis of certain statistical data concerning various aspects of bid-
ing, by both sealed bids and oral auction, for national forest timber in Forest
Service Regions 1 and 5 for calendar years 1962 and 1963.

Our analysis showed that (1) the oral auction bid method produced proportion-

ately more single-bid sales of national forest timber than did the sealed-bid
method, (2} 94 percent of the single-bid eral auction sales were made at ap-
praised value while the eorresponding figure for single-bid sealed sales was 42
percent, (3) the average number of bidders for sales under 15 million board
feet—representing over 90 percent of all sales—was greater for sales offered
under sealed-bid procedures than for sales offered under oral auction bid pro-
cedures, (4) the majority of the oral auction timber offerings were sold at low
or high extremes—at appraised value, within 10 percent above appraised value,
or in excess of 200 percent above appraised value, whereas the sucressful bids
for the sealed-bid offerings appeared to be more evenly distributed throughout
the various percentages by which the successful bids exceeded appraised values,
{3} the difference between the highest and second-highest bids was greater in a
significantly larger number of instances for sealed bid than for oral auction
sales, (6) the pattern of bidder location indicated that the use of sealed-bid
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procedures did not attract a proportionately larger number of distant bidders
than did the use of oral auction procedures, (7) bidders located closest to the
sale area were more often successful in obtaining timber sales than bidders
which were further from the saic avea and that such success was not significantly
affected by the bidding method employed, and (8) purchasers that obtained
the largest volume of timber in each of the seven selected national forests—
representing only about 1 in 33 of the total number of bidders and only about
I in 20 of the total number of purchasers—obtained collectively about 32 per-
cent of the total volume sold in these forests in calendar years 1962 and 1963,

Follow-up review of adjustments made in fees charged for summer-home sites on

national forest lands, B-152490, Jan, 18, 1966

In & report to the Congress in March 1963, we had peinted out that the Forest
Serviee fees for permits for summer-home sites were in some cases less than the
fees would have been if computed, in accordance with Forest Service instruc-
tions, on the basis of the estimated values of comparable privately owned lands
used for the same purpose in the same areas. Our follow-up review of the
action taken by the Forest Service through May 1965 showed that, in line with
our prior recommendation, the agency had reviewed most of the special-. .
permit fees for summer-home sites and recalculated the permit fees. As .
result, it was expeeted that revenues to the Government would increase by
approximately $1.5 million for the 5-year periods from the effective dates of
the fee increases to the next applicable fee adjustment dates,

Procedures for mcasuring national forest timber in the Pacific Northwest Region
(Region 6), B-125033, Mar. 24, 1966

In certain areas within the Pacific Northwest Region, the Forest Service uses
private organizations known as scaling bureaus to measure, for payment pur-
poses, the timber cut and removed by purchasers from the national forests.
Our review showed that certain of the scaling bureaus' procedures resulted
in understating the volume of timber with consequent losses to the Govern-
ment of timber sale revenues. Although Region 6 officials were aware as
carly as April 1962 that the procedures used by the scaling bureaus to measure
certain partially defective logs were resulting in understatements of timber
volume, this practice was not corrected until about 2 years later, with a
resultant loss in timber sale revenues which we estimated to be about $80,000
for sales made at appraised value (minimum acceptable price) and as much as
$530,000 for sales both at and above appraised value.

Also, we found that Region 6 officials were aware as early as 1959 that some
timber sale revenues were being lost because the scaling bureaus were improp-
erly measuring certain 17-, 35-, and 43-foot logs; however, during the follow-
ing 6-year period, they had rbtained only partial correetive action. Although
the Forest Service did not agree with our computation of the estimated losses
of revenue to the Government, it agreed with our recommendation that, in
the future, if the agency is unsuccessful in achieving necessary changes in
scaling bureau procedures for the measuring of timber or there are unreason-
able delays in achieving such changes, action should be taken to discontinue,
as soon as practicable, the use of the services of any scaling bureau that does
not implement the necessary changes,

RURAL ELECTRIFICATION ADMINISTRATION

Examination into alternative transmission plans considered prior to approval of a
loan to East River Electric Power Cooperative, Inc., Madison, S. Dak., B~157545,
Feb. 10, 1966

At the request of the Chairman of the Subvommittee on Department of Agri-
culture and Related Agencies, Senate Committee on Appropriations, we exam-
ined into the cost and feasibility of each of three transmission plans—straight-
wheeling, joint, and independent—considered by REA prior to its decision to
make a loan to East River Electric Power Cooperative, Inc, We concluded
that, solely on the basis of the foreseeable benefits of the joint plan, the adop-
tion of that plan would have apparently resulted in greater economics to East
River than would the adoption of the independent plan. In addition, we
noted that REA had considered the joint plan to offer a more reliable system
than the independent plan.
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In approving the independent plan, REA cited certain possibilities for achieving
ceonmnics under this plan which might offsct the foresceable benefits of the
joint pla We expressed the opinion that REA did not fully explore these
possibilitics in order to aseertain their likelihood of occurring and the resultant
effect on the alternative plan,  To what extent the results of further explo-
ration . “tht have allected the decision to approve the independent plan could
not be measured when the loan was approved ; nor was it evident, at the time
we completed our review, that developments subsequent to the loan approval
had either confimed or disproved that such possibilities would materialize.

LOIL CONSERVATION SERVICE

Opportunities for reducing the number of vehicles maintained in feet, B-114833,
May 24, 1966

Uur review of the utilization of 453 vehicles assigned to selected SCS offices in
three States indicated that 84 vehicles, or about 19 percent of the vehicles
assigned to the selected offices, were not needed.  We expressed the opinion
that the aceumulation of more vehicles than were needed at the selected offices
evidenced a need for (1) the pooling of vehicles among offices located in
proximity to each other, where possible, and (2) the assigning of vehicles on
the basis of actual usnge. We also expressed the belicf that appropriate revi-
sion of the agency's procedures to consider these matiers would afford an
opportunity to reduce the vehicle fleet by a larger number of vehicles than the
specific number indicated by our review at the selected field offices.

We recommended that the Sccretary of Agriculture request the Administrator
of the SCS to initiate a Service-wide review of daily vehicle utilization for the
purpose of establishing the number of vehicles needed by the agency, giving
due consideration to the possibility of pooling vehicles at locations where
there is more than one office, as well as to planned changes in future program
activity. We recommended also that agency guidelines for assigning vehicles
Le supplemented to provide for the pooling, where feasible. of vehicles at loca-
tions where SCS has more than one office and that all assignments be periodi-
cally reviewed as to reasonableness and justified on the basis of actual usage
of vehicles. At the end of the fiscal year no action had been taken on our
recommendations.

DEPARTMENT OF THE ARMY, CORPS CF ENGINEERS
(CIVIL FUNCTIONS)

Relocation of railroad facilities, Walter F. George Lock and Dam, Fort Gaines, Ga.,
B-156516, Mar. 11, 1966

Qur review of the railroad's general ledger aceounts indicated that the Corps
paid the railroad about $770,000 more than it cost the railroad to relocate
certain railroad facilities necessitated by the construction of the Walter F.
George Lock and Dam near Fort Gaines, Ga. Although the general policy
of the Corps was to use cost-reimbursable-type contracts for major relocations,
the Corps entered into a firm. fixed-price contract with the railroad because
it believed that the fixed-price contract would result in savings to the Govern-
ment., A more complete evaluation of the cost estimates, which we believe
reasonably should have been made in the circumstances, would have indicated
that the proposed amount of the fixed-price contract would not have resulted
in the savings anticipated by the Corps and, therefore, that there was no need
to deviate from the general policy of using cost-reimbursable contracts.

In response to our recommendation, the Chief of Engincers amended the Corps'
regulations to require that field requests for permission to enter into fixed-
price contracts for major relocations be accompanied by detailed cost anal-
yses which should enabie the headquarters office to properly evaluate the
circumstances requiring a deviation from the prescribed procedures.

Opportunity for savings by reducing overtime on revetment construction and
maintenance on the Lower Mississippi River, B-118634, Apr. 29, 1966

On the basis of our review of regularly scheduled overtime on revetment con-

struction and maintenance work performed by the Corps of Engineers on the
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Lower Mississippi River, we believe that, in most eases, the Corps of Engincers
could accomplish planned revetment work over an extended construction period
by using a 40-hour workweck in Heu of scheduled overtime work to accelerate
revetment operations. Revetment construction involves the laying of con-
crete mattresses at selected bank locations to protect vulnerable bank arcas from
the eroding action of the river curvents.

We estimated that the Corps of Engineers could have realized savings of about
$321,000 during fiscal years 1962 through 1965 by eliminating scheduled
overtime in revelment construction activities performed by the Memphis Dis-
trict of the Corps of Engincers on the Lower Mississippi River. We therefore
recommended that the Chief of Engineers direct the Lower Mississippi Valley
Division to use a 40-hour workweek in programming revetment construction
by the Memphis District and that overtime be limited to that required after
it becomes apparent that necessary work cannot be accomplished on a 40-
hour workweck basis.

DEPARTMENT OF COMMERCE

AREA REDEVELOPMENT ADMINISTRATION

Queslu:;:?'lble basis for approving loans for the construction of three motcels, B-153449,
Oct.

ARA approved loans totaling $1.1 million for the construction of three motels
against the recommendations of the Small Business Administration and with-
out, in our opinion, having reasonable assurance of repayment. We proposed
that ARA act in accordance with the recommendations of SBA unless there
was convincing information that would negate SBA’s conclusions. ARA agreed
in principle with this proposal. As one of the motels had not been constructed,
we further proposed that the loan commitment be reexamined and that ARA
attempt to obtain a mutual agreement for cancellation of the loan. As a result
of our proposal, ARA engaged a consultant who concludec that the project
as planned was not economically feasible but that a smaller project would be
feasible. Accordingly, a smaller motel was planned and Federal financial
assistance was reduced by $200,000.

Information relating to local employment created by the acceleraied public works
program, B-153449, Feb. 18, 1966

Procedures to encourage the employment of local labor by contractors on ac-
celerated public works projects, adopted by the various participating Govern-
ment agencies we reviewed, were generally ineffective. For projects con-
structed under the direct supervision of the Forest Service, Department of
Agriculture, however, the work forces hired by that agency generally were
residents of the areas in which the projects were situated. Officials of two
agencies expressed the opinion that the skill: required for the construction of
certain public works projects in small rural areas were scarce. For projects
constructed by contract, the actual project cost to produce one man-year of
work generally exceeded the ARA ceiling because estimates of the number of
jobs to be created were overly optimistic. One agency official believed the
ceiling to be unrealistic and could not be obtained for projects such as sewage
treatment works.

The Acting Administrator, ARA, advised us that, if a program such as the ac-
celerated public works program were reenacted, consideration would be given
to changes in rcgu]a:mm and procedures, and thc enflorcement thereof, which
would serve to mcrease the employment of local labor on the construction
sites.

BUREAU OF PUBLIC ROADS

Problems and additional costs expected to result from use of stage construction of
the Capital Beltway, Interstate Route 4935, in the State of Maryland, B-118653,
Dee. 17, 1965

The Bureau approved construction in stages for a portion of an interstate highway
without requiring the State to prepare an analysis comparing the benefits to be
derived with the anticipated additional costs involved. For the most part, six
lanes were provided in the initial construction and two additional lanes were to
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be provided at a later date.  Additional Federal costs resulting from stage con-
struction were estitnated at 31,3 million.  We recommended that the Federal
Highway Administritor require that decisions regarding use of stage construc-
tion be based on thorough cconomic analysis of the benefits and additional costs
involved. The Bureau and the State did not agree that the use of stage con-
struction in this instance was inappropriate.  Although its coniments indicated
recognition of the need for economic analyses, the Bureau stated that attention
to overall public benefits was also important. Tt did not consider that speeific
instructions to its field engineers and State highway departments as to the meth-
oils to be used 1o justily stage construction were necessary,

Need for specific guidelines regarding Federal participation in costs of standard-type
plans, B-1186353, Mar. 10, 1966

Eligibility for Federal participation in the engineering costs involved in preparing

typical design drawings for commonly used items—such as speed-limit, stop,
and yield signs and sign panels and structures—was not based on a meaningful
analysis of the work to be done to determine whether such drawings could
actually be used generally and repetitively but was based on whether the State
specifically identified the work as the preparation of standard plans. In one
Stare, the Burcau concluded that engineering costs for typical design drawings,
identified as standard plans for more than one project, were in the nature of
administrative expenses net eligible for Federal pavticipation whereas in an-
other State, the cost of similar design drawings prepared under consultant con-
tracts, not identified as standard plang, were allowed for Federal participation.

In accordance with the Federal-aid highway regulations, the Bureau considered

the preparation of standard plans to be an administrative function of the State
and, thercfore, not eligible for Federal ai In the interest of providing con-
sistent adherence with the applicable regulation, we proposed that the Bureau
establish a policy which \\'Du[,d prohibit Federal participation in the costs of
preparing all drawings suitable for use as standard plans.  We also suggested
that the Bureau consider means whereby the resources, including engincering
talent, available to the States and the Burcau for the administration of the high-
way program can be utilized in work of an original nature rather than in the
preparation of plans and drawings of a type that have already been completed
and found acceptable by the Bureau for other projects amd in other States. The
Bureau subsequently issued instructions to its field engineers aimed at achiev-
ing the objectives of our proposals.

Need for further improvement in accounting and financial reporting system,
B-115368, June 30, 1966

The Bureau's accounting system did not produce adequate breakdowns of costs so

as to provide management with the kind of financial information that, in our
opinion, would be helpful in controlling costs and evaluating financial perform-
ance.  Also, the Bureau did not prepare integrated overall financial statements
for use by management in reportiag to the public on the custody and applica-
tion of financial resources for which it is responsible. The Bureau concurred
in our proposals to revise its accounting and financial reporting procedures so as
to provide management with additional cost information for current use in
evaluating performance and to disclose costs of carrying out the Bureau's vari-
ous operations, and to produce overall integrated financial reports,

With the exception of the aforementioned items, the Bureau's accounting system

is generally in accord with the principles and standards preseribed by the Comp-
troller General ; however, we have not stated our approval of the Bureau's ac-
counting system pending further development of its cost accounting and
financial reporting procedures.

SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION

Audit of financial statements of Saint Lawrence Seaway Development Corporation
for calendar year 1964, B-125007, July 26, 1965
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We expressed our opinion that the Corporation’s financial statements presented

fairly its financial pesition at December 31, 1964, and the results of its opera-
tions and the source and application of its funds for the year then ended, in
conformity with the principles and standards of accounting prescribed for exe-
cutive agencies by the Comptroller General of the United States applied on a
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basis consistent with that of the preceding year, except for the treatment of
depreciation of land rights, relocations, channels, and canals, with which we
concur.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF THE SECRETARY

Ll

Deficiencies in administration of surplus al property program {or
educational and public health purposes in the State of Missouri, B--133263,
Aug. 12, 1965

A review of 226 selected items of surplus property with a reported acquisition cost
of 81,019,000 showed that donee institutions had not put in use, or had not used
in accordance with requircments established by the Department for the maxi-
mum utilization of such property, 67 items with an acquisition cost of about
$210.000. Ir: some cases property was found to be in the hands ol other than
the orizinal donces, or was sold, traded, or otherwise used for other than
originally intended purposes. At the time of our review we found that the
Department's vegional representatives had not made the required administra-
tive reviews of the State’s surplus v nrty distribution agency.

Consistent with our recommendati <+ Department informed us in September
1965 that it was revising its adn ative review instructions and forms witiu
a view toward more regularity a.. thoroughness of the entire administrative
review activity, including positive follow-through to obtain corrective action and
that steps were being taken to assure that each State agency would either be
audited or administratively revicwed each year.

PUBLIC HEALTH SERVICE

Weaknesses in management of vaccines stored for the civil defense medical stockpile,
B-133038, July 23, 1965

Storage methods employed by the Public Health Service weie deficient to the
point of impairing the effectiveness of the emergency health service program.
We noted that in the event of an emergency it would have been highly improb-
able for vaccines to be distributed in a timely manner because additional pro-
cessing to put the vaccines in a useable form would have been required after
their removal from the stockpile. In response to our proposal, the Department
advised us that quantities of four types of vaccines (of the 17 types contained in
the medical stockpile) had been converted from bulk stock form to finished
products and that it was contemplated to continue to convert all bulk stocks to
finished products during fiscal year 1966, with the exception of the stocks of
four vaccines, valued at about $527,000, which would remain in bulk form
until they deteriorated because they are no longer considered to be required in
a national emergency.  Pursuant to our recommendation to make the unneeded
vaccines available for use by other Government agencies, the PHS transferred
the entire stock of three of the vaccines to the Department of Defense.

Further, we noted that most of the vaccines were not adequately deployed to pres
vent the total loss of one or more types of vaccines in the event of damage to or
destruction of a storage depot and, on the basis of available criteria, that the
storage depots were not located in areas which would provide the greatest mar-
gin of safety in the event of enemy attack. The Department, in line with our
proposal, informed us that the converted vaccines had been strategically stored
at three medical depots.

Excessive procurement of equipment and supplies for packaged disaster hospitals,
B-133038, Aug. 3, 1965

The PHS made procurements of many items of equipment and supplies in
quantities grea‘er than necessary to meet the established requirements for

the 2,680 Packaged Disaster hospitals for which funds had been anthorized

by the Congress. PHS officials informed us that the excessive procurement of

one item, surgical plaster costing about §664,000, which is subject to relatively

fast deterioration, was made to prevent the loss of funds before the ap-
propriation would expire on June 30, 1962, and that the excess was to be

made part of a reserve supply to be maintained at civil defense medical
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depots.  Since the Congress has not specifically anthorized a reserve supply,
or total disaster hospitals in excess of 2,680, and PHS did not have any assur-
ance that such authorization wonld be obtained in the near future, we proposed
that PHS limit procu ts for disaster hospitals to the quantities needed to
stock and maintain the existing disaster hospitals until such time as the
Congress expressly approved procurement for additional disaster hospitals
and reserves.  The Department informed us that eorrective measures had
been taken in line with our propesal.

tion, PHS stated in September 1963 that it
had undertaken action to determine whether equipment and supplies excessive
tn the needs of the medieal stockpile can be effectively utilized in other PHS
activities; any items that cannot be so utilized are being made available for
use by other Government agencies or for sale or denation in accordance with
the Federal Property Management Regulations.

Actions being taken to achieve greater utilization of limited-life and long-supply
1 ien

items in ¢i

defense medi

stockpile managed by Public Health Service,

B-133038, Feb. 17, 1966

Opportunities existed for savings if limited-life items or long-supply items in

excess of currently authorized requirements in the civil defense medical stock-
pile could be transierved to the Department of Defense, the Veterans Ad-
ministration, and the Public Health Service hospitals and clinics for current
use in the conduct of the medical programs of these agencies. Such rotation
of stocks among the varions medical programs would reduce stockpile losses
caused by deterioration and certain other related costs and would enable ye-
placement in the civil defense medical stockpile with new stocks.  Also, the
utilization of long-supply items would lessen the need for new procurements for
the medical programs of DOD, VA, and PHS. We pointed out that losses
from deterioration amounting to many millions of dollars would continue
indefinitely unless an effective program was established for rotation of limited-
life items,

We had previously reported to the Subcommittee on Federal Procurement and

Regulation, Joint Economic Committee, the nature of our findings relative
to our review of the medical stockpile program. Based on a recommendation
made by the Subcommittee, officials of PHS, DOD, VA, and G3A estab-
lished an Interagency Coordinating Committee to develop a firnn routine for
maximum utilization of shell-life and excess items in the medical stockpile.

From January 1965, when we communicated our findings to the agency, through

June 30, 1966, PHS transferred to other Federal agencics medical items valued
at about §8.7 million which otherwise may have deieriorated.

S0OCIAL SECURITY ADMINISTRATION

Proposed principles of reimbursement for provider costs under Public Law 89-97,
B-1429483, May 24, 1966
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At the request of the Chairman, Senate Gommittee on Finance, we reviewed

the principles preparcd by the Social Sccurity Administration for reimbursing
the providers of services to beneficiaries under Public Law 89-97, the health
insurance for the aged act. We identificd certain questions and problem
areas which we believed, from the wdpoint of policy and administration,
were deserving of further consideration in the determination of whether the
proposed principles should be promulgated in their existing form.

One of the most significant of our questions centered on whether making inter-

est free advance payments as contemplated in the principles would result
in financial benefits to the program commensurate with the consequent loss
of earnings to the hospital insurance trust fund and also, from the overall
government standpoint, the desirability of establishing a precedent for making
advances for future government programs.

As a result of this and other questions which we raised, SSA revised the principles

to climinate the making of advance payments and provided instead for re-
imbursement of providers’ costs concurrently with the rendering of services;
to disallow interest on current indebtedness as a reimbursable cost to the extent
that costs of services are reimbursed concurrently; to require the offsetting of
interest earned in prior years on funded depreciation against current interest
expense in instances where depreciation funds are not used for capital pur-
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pases directly related to patient care: to restrict changes in methods of de-
preciation to one change during the uscful life of a particular asset; and to
¢ the inclusion, in the determination of allowable costs, of gains and
losses realized on the disposal of depreciable assets.

WELFARE ADMINISTRATION

Federal financial participation in the costs of preseribed drugs for welfare recipients
in the State of Pennsylvania, B=114836, Leb. 3. 1966

Qur review of Federal financial participation in the costs of prescribed drugs
for wellare I'C(lpl(‘l’lﬁ in the State of Pennsylvania indicated that Federal sav-
ings of from $354.000 to as much as $703,000 could have been reatized during
fiscal year 1964 through maximum use of less expensive nonproprictary | gen-
eric) name drugs.  Subsequent to our review, the Department enunciated as
its policy that nonproprietary or generic name drigs s]muhi be used both by
constituent operating agencies and grantees whenever it is practicable and
ceonomical.

We recommended that, in implementing the Department’s policy, the Commniis-
sianer, \\olf110 Administration, issue a policy %pcuftally reconunending that
State 159[11 ies administering federally atded public assistance programs adopt
policies and procedures designed to encourage |)|l)s|u'1ns to pr('sthc, and
pharmacists to dispense, for the use of welfare recipients, less expensive non-
pmpncnry name drugs, whenever practicable, and consistent with the re-
cipients” welfare,  Following our recommendation, the Department stated in
May 1966 that a policy statement along the lines recommended would be
developed.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
FPEDERAL HOUSING ADMINISTRATION

Increased costs incurred by Government purchase of credit reporis rather than
insistence that lenders submit acceptable credit reports, B=-114860, July 22, 1965
During fiscal years 1963 and 1964, FHA costs were increased unnecessarily by
an estimated $400,000 because the agency, rather than lenders, obtained and
paid for supplemental credit repurts on applicants for mortgage insurance.
The reports were purchased by the Administration because lenders had failed
to submit acceptable credit reports initially, contrary to FHA rP:]uiremcnts
ithough the number of ciedit reports purchased by the agency declined sig-
nificantly in calendar year 1964, we estimated that between $40,000 and
$50,000 was spent unnccessarily to purchase credit reporis during Ascal year
1965.

In response to our proposal, the Commissioner, FHA, stated his beliel that its
adoption would create serious practical problems and additional costs for an
extensive credit bureau gualification review system or would require FHA
to accept reports only from a small group of approved credit reporting sources.
We do not believe that significant problems and costs would be invelved in
adopting our proposal because the Commissioner has informed us that the
great majority of mortgagees are now submitting adequate credit reports.
Subsequent to the issuance ol our report, the Commissioner took some correc-
tive action by instructing insuring office directors to bring to the attention of
mortgagees involved the accumulated evidence of the deficiencies in the credit
reports they were submitting.

Need for increased efforts to minimize rental delinquencies on acquired properties,
B-114860, Jan. 17, 1966

Our review of delingquent rentals on properties owned by the FHA disclosed that
the agency’s actual and potential losses of rental income were sizable and had
been increasing, partially, in our opinion, &5 a result of insufficient agency effort
toward minimizing rental delinquencies of tenants occupving agency-owned
housing. During fiscal year 1964, about $248,000 in delinquent rents, nation-
wide, were written ofl by FHA as un:cllecublr_ and on June 30, 1964, remain-
ing delinquent rents totaled about $762,000 *of which about -‘HSO 000 was

owed by persons no longer living in the housmg
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In_our opinion, the increasing problem of rental delinquencies was attributable,

in part, to insufficient supervision of broker's activities by the insuring offices,
weaknesses in central office management controls, and insufficient follow-up
on agency internal audit reports.  The Commissioner, FHA, advised us of
various corrective measures which had been adopted in Washington and the
insuring offices which, in our opinion, should help to minimize losses and
improve control over delinguent rental accounts,

Approval of mortgage insurance for a housing project for the elderly lecated near
Fort Worth, Tex., B-114860, Feb, 17, 1966

In approving mortgage insurance on a $4.3 million mortzage on a housing proj-

cct for the elderly FHA did not take reasonable precautions to assure itsell
that the project's sponsors had the ability, or were aware of their responsi-
bility, to fully subsidize the operations of the project which the agency recog-
nized might incur large operating deficits.  We believe that the ageney placed
undue reliance on the national organization to which the sponsors helonged
for ensuring the financial success of the project.  Also, FHA permitted the
builder to contribute funds needed by the sponsors and as a result, the spon-
sors were not required to demonstrate any independent fund-raising ability.

We proposed to the Commissioner, FHA, that the agency's procedures be revised

to require reasonably finm assurance from central or nas” nal organizations
before permitting insuring offices to consider as prospect ¢ tenants persons
who are not residents of the locality in which the project is to be constructed,
and also to require nonprofit sponsors to raise necessary funds from persons or
organizations which do not stand to profit from the approval of mortgage insur-
ance for the project.  The Commissioner informed us that these matters were
being considered by the ageney.

Approval of mortgage insurance on housing project for the elderly in Houston,
Tex., B-114860, Feb. 23, 1966

Qur review indicated that the approval of insurance for a $4.7 million mortga

Ie
for this project was contrary to the agency’s prescribed policy because the
project did not have the lorg-term support of a sponsoring organization hav-
ing demonstrated reliability, substance, and ability to give reasonable assur-
ance of the successful continuity of the project throughout the term of the
mortgage.  Also, in our opinion, the agency officials’ action in establishing
a land valuation for insuring purposes which was substantially higher than
the valuation determined by the agency’s technical stafl apprasers was ques-
tionable and their action in increasing estimated project rental income over
the rental income anticipated by the mortgagor was not adequately supported.
These actions resulted in a larger insured mortgage and thereby increased
the risk of loss to the Goverament in the event the project is not stccessful,

We recommended that the FITA Commissioner stress the importance to agency

officials of close adherence to existing procedures and requirements and that
he impress upon these officials the need to guard against the assumption of
unnecessary risks when insuring such mortgages.  We have heen informed by
agency officials that copies of the report have been distributed to all insuring
office directors and other cognizant officials.

Examination of financial statements of Federal Housing Administration for fiseal
year 1964, B-114860, Mar. 3, 1966

We expressed our opinion that, except lor certain items explained in the report,

the agency’s financial statements present fairly its fnancial position at June
30, 196+, and the results of its operations and the source and application of
its funds for the fiscal year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding
year and with Federal laws.

Approval of mortgage insurance for a high-rise multifamily housing project in
Newark, N.J., B-114860, Mar. 10, 1966
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The agency insured a $+.5 million mortgage for a high-rise multifamily project

although agency surveys and reviews available at the time indicated that only
a limited demand existed in Newark for the type of apartment units at the
range of rents proposed and that the market was unable to readily absorb
other newly completed, agency-insured, high-rise structures which were being
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offered at zenerally similar rental levels,  Also, in computing the value of
the land for the project for mongage insurance purposes, the ngency used
methods and procedures that differed from those normally followed which
resulted in s higher land valuation than would bave been obtaimed had the
agency’s noraal method been followed,  Further, ageney analysts, in review-
ing the application for mortgage insurance, deviated from agency procedures,
which contributed 10 estimates of project remal income and real estate tax
expense that appeared to us to be overly optimistic,

We recommended that the Commissioner, FILA, bring the report to the atten-
tirm of agency olficials o steess the importance of (1) requiring adherence to
presevibed undevwriting procedures and (2) carefully evaluating future pro-
posals for projects to ensure their being in line with current and forecast

cnial conditions and markets. We have since heen inforied by aveney

s that copics of the report have been distributed 120 all insuring office

direetors and other cognizant officials,

wctices relating to single-family properties acquired throueh mortgage
programs, B-114860, June 21, 1966

wt supplemented a previous report to the Congress concerning repair
wes fur single-family properties acquired by the ageney in Wichi, K
wed that many acquired single-family proy s in the Siate of Ceo
g office, were i
mard had not been repaived in a timely manne
v 3 lures.  In wur opinion the timely repair of proper
their sales potential and deercases the cost of holding these properties ir inven-
1o If etfeetively implemented, the ageney’s revised instructions and the
increased emphasis now being directed toward the problem should, in our
opiniu, help to correct the situation discassed in this report.

Repair pra
insurine

ney proc

PUBLIC MOUSING ADMINISTRATION

Inclusion of balconies and use of high-cost brick in constructing low-rent publie
housing projects, B-118718, Feb. 17, 1966

Our limited veview shewed that PHA permitted three local housing authorities
(LHA) to include balconies in the construction of low-rent housing at 12
project sites and one LA to use high-cost brick in the construction of hous-
ing at 19 project sites,  We estimated that these features increased construc-
Linn costs and related interest charges for the 31 projects by about $3.8 miliion.
The legislative history of section 15(5) of the U.S. Housing Act of 1937, as
amended, indicates that the Congress intended low-rent housing projects to
be built at the most cconomieal cost consistent with providing decent. sale, and
sanitary dwellings, simple in design and, to the extent practicable, of inexpen-
sive materials. Neither the balconies nor the high cost brick had been justi-
fied en the basis that their inclusion would promote economy and would be
necessary to provide decent, safe, and sanitary housing.

The increasce in project development costs at the 31 projects due to the inclusion
of balconies and the use of high-cost brick was, in our opinion, inconsisteat
with the legislative intent of section 15(5) of the housing act and demonstrated
the need for adequate criteria for determin’ng the types of designs and mate-
rials that will reasonably ensure cconomical costs.  Therelore, we recom-
mended that the Secretary of Housing and Urban Development requiv: the
Public Housing Commissioner to establish such eriteria and to instruct PHA
regional directors not to concur in plans for future low-rent public housing
projects, which are not in conformance with such established criteria. The
Secre informed us that he was not in favor of establishing criteria as we
had recommended because he believed they would impose undesirable
restraints on the design and construction of housing projects.

Examination of financial statements of Public Housing Administration for fiscal
years 1965 and 1964, B-114863, Mar. 2, 1966

The report contained our opinion that the financial statements presented fairly

the financial position of PHA at June 30, 1965, and June 30, 1964, the results

of its operations and the sources and application of its funds for the years

then ended, in conformity with generally accepted accounting principles
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applicd on a basis consistent with that of the preceding year and with appli-
cable Federal laws.

URBAN REXNEWAL ADMINISTRATION

Inereased Federal participation resulting from overallocation of public [acility costs

to five urban rencwal projects in Hawaii and California, B—llé]?;i'l. Aug. 23, 1965

The San Francisco HUD Regional Office approved what we believe to be over-

allocations of costs for public facilities to five urban renewal projects. The

approvals were based, in our opinion, on incomplete or inaccurate data, which

resulted in the costs of the facilities not being properly allocated between the

project areas and arcas outside the project on the basis of relative benefits to

be provided. We estimated that about $753,000 of the $1,580,000 cost al-

located to the five projects was excessive. The Federal Government’s share

of the cost of these allowances would have been about $300,000. We believe

that the excessive credits were the result of inadequate reviews and evaluations

by the agency of the claims for noncash grant-in-aid credits submitted by the
local public agencies.

Based on our findings, URA disallowed credits of about $650,000 from project
costs for four of the projects but had taken no action by the end of the fiscal
vear 1966 with regard to the remaining credit which we believed to be ex-
cessive.  URA also took action, in accordance with cur recommendation,
to further strengthen procedures in the regional offices for reviewing claims
for noncash grant-in-aid credits,

Allocation of school facility costs to five federally assisted ushan renewal projecis
in New Jersey and Illinois, B-118754, Feb. 17, 1966

The Philadelphia and Chicago HUD regional offices approved, in our opinion,
overallocations of costs for school facilities in five urban renewal projects in
New Jersey and Illinois. We estimated that about $3.8 million of the $8.4 mil-
lion cost allocated to the five projects was excessive because, in our opinion,
the Philadelphia and Chicago HUD regional offices used incomplete or in-
correct student enrollinent data and unrealistic methods of determining re-
lative henefits of schools to project areas and to areas outside the projects.
The Federal Government's share of the overallocation was about $2.6 million.

TURA generally did not agree that the credits for the schools were excessive or
that there was a necd to adjust the credits. We believe, however, that the
data on which the approvals were based do not support the position to con-
tinue to allow the excessive allocation of noncash grant-in-aid credits to the
projects, and recommended that the eredits be reduced to amounts more rep-
resentative of the benefits derived by the urban renewal projects.

Pertinent data obtained in preliminary review of University-Euclid Urban Renewal
Project No. 1, Cleveland, Ohio, B-118734, dated May 23, 1966

At the request of Congressman Charles A. Vanik we made a preliminary review
of certain aspects of the planning and execution of the University-Euclid Urban
Renewal Project No. 1 in Cleveland, Ohio, approved on March 5, 1962.

We found that significant project delays have occurred which may be indicative
of inadequate planning and/or execution of the project. The records of the
local public agency showed that as of December 31, 1965: (1) only about 12
percent (163 buildings containing 592 dwelling units) of the revised number
of about 1,300 buildings containing about 4,000 dwelling units requiring re-
habilitation had been completed even though about 50 percent of the amount
budgeted for consulting fees and salaries for the rchabilitation phase of the
project had been incurred and (2) no new residential construction had been
started and the 20 sites originally planned for residential redevelopment had
been reduced to 7 sites which it was estimated would contain up to about
1,200 dwelling. units. The records showed also that as of March 1966, con-
tracts had been awarded for only about one-third of the amount of improve-
ments planned to be provided during project execution.

Records of the Department showed that it was aware that difficulties were
occurring on Project No. 1 and that a request from the local public agency
in Cleveland for assistance in the preparation of urban renewal plans and
programs for additional areas in the city of Cleveland was denied in March
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1966 until other urgent and outstanding obligations in regard to existing
projects had been dealt with by the local agency.,

DEPARTMENT OF THE INTERIOR

THE ALASKA RAILROAD

Improvemems in the budget presentation of proposed major capital expenditures,
B-114886, June 21, 1966

Qur examination of Railroad budget justifications disclosed that the Railroad had
not adequately informed the Congress of the proposed acquisition of two new
river barges for use by a lessee-operator although the Congress had specifically
instructed the Railroad to furnish details of the proposal for congressional con-
sideration. Furthermore, the nondisclosure of the proposed acquisitions was
contrary to the Senate Appropriations Committee’s directive that no major
capital improvement was to be made until it was presented to and approved by
the Congress.  Also, we found that there was not full understanding on the use
a nonprogrammed reserve account from which one of the barges was financed,
and we concluded that the Railroad had not adequately prepared its budget
justifications and the Department had not adequately reviewed Railroad budge-
tary matters.  The Department, in commenting on our report, advised that it
agreed with our findings and that steps would be taken to strengthen the
preparation and review of Railroad budgets, clarify the use of the nonpro-
grammed reserve account as it relates to major capital improvements, and dis-
close fully the barge acquisitions to the Congress,

Inguiry relating to barge operations of the Alaska Railroad (request of Senator
Ernest Gruening) B-154645, Mar. 18, 1966

We examined into the involvement of the Alaska Railroad in river barge traffic on

the Alaska inland riverways to determine whether the Railroad’s lessee-operator

of river barge service was competing unfairly with the operator of a privately-

owned barge. Our review showed that the two barge operators were in com-

petition for the transportation of river cargo which consisted primarily of mili-

tary bulk petroleum. Our review also showed that the military services pre-

ferred the two-carrier system to maintain the keen competition which allegedly

has resulted in reduced tariff rates and allocate bulk petroleum shipments be-

tween the two carriers up to the capabilitics of the individual carriers but not

to cxceed 50 percent. We concluded therefore that a significant factor in

evaluating the competitive situation for river barge traffic appeared to be the

control exercised by the military services and that the continued involvement

of the Railroad in barge operations was a matter for legislative and exccutive
policy determinations.

BONNEVILLE POWER ADMINISTRATION

Examination of financial statements of the Columbia River Federal Power System
and related activities, fiscal year 1963, B-114858, Dec. 30, 1965

The report to the Secretary of the Interior on our examination of the financial
statements of the Columbia River Federal Power System for fiscal year 1963
was included in the Bonneville Power Administrator’s report sent to the Con-
gress in accordance with the requircments of the Bonneville Project Act (16
U.5.C. 832 h{e)).

We expressed our opinion that the financial statements, together with the explana-
tory comments included in our report, present fairly the assets and liabilities of
the Columbia River Federal Power System at June 30, 1965, the financial re-
sults of its power operations for the year then ended, and the financial effects
of the substantial changes in accounting principles and practices adopted be-
tween June 30, 1962, and June 30, 1965, in conformity with principles and
standards of accounting prescribed for executive agencies of the Federal Gov-
ernment by the Comptroller General of the United States, except for the lack of
firm construction cost allocations, the financial effect of which is not now deter-
minable. The accounts and financial statements are subject to adjustment be-
cause firm cost allocations of the cost of constructing joint-use facilities at 8 of
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the 16 generating projects in operation at June 30, 1963, had not been made to
FIL“\'E!' ﬂl'ld “0(!'10\\":1' purstL‘S.

BUREAU OF INDIAN AFFAIRS

Unauthorized acquisition of passenger vehicles, B-154282, Nov. 3. 1965

Qur review disclosed that passenger vehicles acquired by the Bureau of Indian Al-

fairs exceeded the number authorized by the Congress by 64 vehicles in fiscal
vear 1962 and by 124 vehicles in fiscal vear 1963. The unauthorized acqu
tions consisted of B6 ncw passenger vehicles purchased and 102 used passenger
vehicles obtained from other Government agencies without transfer of funds.
The purchase of the 86 new vehicles was in violation of the Anti-Deficieney
Act (31 U.S.C. 665) and occurred primarily because the Bureau’s accounting
system did not provide adequate controls 1o ensure compliance with pro s
of the annual appropriation acts. The Bureau did not consider the acquisition
of the 102 used passenger vehicles from other Government agencies as being
chargenble against appropriation act limitations because no transfer of funds
was involved. Our review showed also that the Bureau augmented its pas-
senger vehicle fleet by the concurrent use of old vehicles with their replace-
ments, a practice which is inconsistent with the intent of existing legislation.
Corrective action was taken alter we brought these matters to the attention of
the Department and the Bureau,

Need for improvements in the management of moneys held in trust for Indians,
B-114868, Mar. 11, 1966

The Bureau of Indian Affairs could have carned substantial additional interest in-

come for Indian peoples by investing Indian money held in trust that was
cess to current disbursement needs.  In addition, the Bureau improperly with-
held funds from certain depositors to avoid recording overdrafts alter erroncous
payments had been made to other persons. We also found that income from in-
vestments was inequitably distributed, interest income was not being properly
recorded, and not all interest earned on investments was collected.

After these matters were brought to their attention, Department and Burcan

officials advised us that a centralized investment program would be initiated
within the next 2 years, when the Bureau's accounting system is centralized.
As an interim measure, however, the Bureau initiated an intensive review pro-
gram of month-end balances and encouraged arca offices to review the present
method of determining the disbursing needs so that excess cash can be invesied.
The Burcau stated that as a result of these actions the uninvested cash balances
were reduced from $11,223,000 to $6,271,000 and that it is expected that this
sum will be further reduced,

In regard to the other findings noted above, the Department advised us that the

Bureau had taken actions to correct the deficiencies noted. The Bureau also
agreed to credit the rightful recipient’s account after it has been learned that
erroneous payments have been made.

Need %or improvement in the management of vehicle utilization, B-154282, Mar, 24,
196

190

Our examination into vehicle utilization at seven locations under the jurisdiction

of the Anadarke and Muskogee Arca Offices indicated that a substantial num-
ber of Bureau-owned vehicles were not being adequately utilized because of the
Bureau's practice of assigning vehicles on an individual basis, rather than using
pool operations. Our analyses of motor vehicle usage reports at the Central
Office indicated the possibility that a substantial number of Bureau-owned ve-
hicles were not being adequately utilized at locations that were not included in
our detailed field examinations.

After we brought our finding to the attention of Department and Bureau officials,

we were advised by the Department that the findings in our report disclosed
some significant weaknesses in the management of vehicles and that the Bureau
had initiated action for an almost complete take-over of its motor vehicle fleet
by the General Services Administration.  Transfers of vehicles have been com-
pleted at the Anadarko and Muskogee Area Offices, and, as a result of the pool-
ing operations, it is expected that the annual operating costs of the Anadarko
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and Muskowee Arca Offices will be reduced by about $33,000 and $40.000, re-
spectively, and that total vehicle needs will be reduced by about 100 vehicles.

Examination into policies for the recovery of Government expenditures incurred in
the management and operation of Indian forest enterprises, B-114868, Mar. 24,
1966

In 194+ tive Department of the Interior established a policy of deducting a maxi-
nmm fee of 10 percent of timber sales proceeds with the intent of recovering
costs incurred by the Bureau of Indian Afairs in the management and opera-
tion of Indian forest enterprises.  Since that time, however, the Department
has net increased the stipulated percentage despite a rapidly incre “ederal
deficit in the management and operation of Indian forest enterprises in recent
vears, Our review at six selected Indian reservations disclosed that, during the
S-vear period ended June 30, 1965, unrecovered agency office cxpenditures
tonaled over $1.4 million for five of the six selected reservations, even though
the net income accruing to the Indians from these five forest enterprises totaled
over $30 million,

The Department justified the use of the 10 percent maximum fee primarily on
the basis thar the authorizing legislation is broadly permissive and allows the
Sceretary to use his discretion in establishing fee deductions from timber sale
proceeds.  In our opinion, inasmuch as Burean expenditures incurred in the
management and operation of a forest enterprise at a specific reservation bear
no fixed percentage relationship to the reservation's timber sale proceeds, the
practice of applying a maximum predetermined percentage to timber sale
proceeds at all reservations is not a sound method for reasonable recovery
of Government expenditures. We therefore brought the results of our review
to the attention of the Congress in the event the Congress wishes to express
its views on the matter.

Savings attainable through revisions of construction standards to avoid excess seating
capacity in school dining facilities, B-114868, Apr. 12, 1966
As a result of our review, the Bureau of Indian Affairs vevised its construction
standards, and we estimate that construction and furniture costs of dining
[acilities at four 1,000-pupil schools being planned by the Burcau will he
lowered by about $146,000 as a result of the reduction in excess seating capacity.
In addition, savings in construction and furniture costs can be realized by the
reduction of seating capacities of dining [acilities at smaller schools.
Although the Bureau took action to reduce excess seating capacity in school
dining facilities after we brought our findings to the attention of the Depart-
ment, the action taken was based on the results of a survey of dining opera-
tions that appeared questionable since actual counts of vacant seats in the
dining facilities were not made. Consequently, we believe that further savings
may be attainable. We therefore recommended that the Commissioner of In-
dian Affairs reevaluate seating capacity nceds at school dining facilities be-
fore giving his approval for the revised construction standards.

Need for effective guidance of Navajo Tribe of Indians in management of tribal funds,
B-114868, June 30, 1966

Qur review of selected tribal activities showed that in recent years a significant

amount of tribal funds had been dissipated through (1) the unauthorized ex-

penditure of funds for the expansion and continued operation of a heavy

equipment pool which was operating at a deficit, (2) the unauthorized ex-

penditure of funds for the establishment and liquidation of a commissary

which was never opened for business, and {3) unsound purchasing practices.

We concluded that the Bureau had not provided the type of guidance needed

and recommended that (1) the programs for which tribal funds are currently

being expended be reviewed, (2) the adequacy of the financial controls and

practices for the expenditure of the funds be reviewed and evaluated, (3) a

comprehensive plan for the =fective utilization of tribal assets be formulated

and implemented, (4) the guidelines used by Bureau personnel for carrying

out the Government’s responsibility for guidance of tribal officials be improved

and periodically reviewed, and (5) the actions necessary to correct the

deficiencies in the management of tribal funds be discussed with the Joint
Committee on Navajo-Hopi Indian Administration.

191



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966—Continued

BUREAU OF RECLAMATION AND BONNEVILLE POWER ADMINISTRATION

Need for improved coordination of transmission line construction practices of the
Bureau of Reclamation and the Bonneville Power Administration, B-114858,
Apr. 29, 1966

The Burcau of Reclamation and the Bonneville Power Admisistration have
adapted different practices in constructing tower footings for high voltage
transmission lines without fully evaluating alternative methods of construc-
tion, Our review showed that, because of these different practices, there have
been substantial differences between the amounts which the Bureau and the
Administration have agreed to pay for the construction of tower footings.
We recommended that the Secretary of the Interior require that a study be
made to determine the full extent of the differences between the transmission
line construction practices of the Bureau and the Administration and the
potential for effecting savings by the adoption of more uniform practices.
We recommended further that this study be used as the basis for determining
the degree of coordination necessary and practicable to effect the potential
savings and for developing procedures to implement such coordination,

OFFICE OF TERRITORIES

Examination of financial statements, fiscal year 1965, Virgin Islands Corporation,
B-114822, Mar. 2, 1966

The report includes our opinion that, subject to any adjustments resulting from
action which may be taken concerning the sale of the electric power and salt
water distillation facilities, the Corporation’s financial siatements present
fairly the financial position of the Corporation at June 30, 1963, and the
results of its operations, the sale of its assets, and the sources and applica-
tion of its funds for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding
year.

Activities of the Office of the Government Comptroller of the Virgin Islands, fiscal
years 1963, 1964, and 1965, B-114808, Apr. 28, 1966

During our reviews of the audit activities of the Govermment Comptroller for
fiscal years 1963 and 1964, we proposed the establishment of several pro-
cedures to improve the value of the services rendered by the Government
Comptroller to the Government of the Virgin Islands, Our fiscal year 1965
review disclosed that the Government Comptroller had adopted our proposals.
We stated our belief that the Government Comptroller was carrying out his
audit responsibilities under section 17 of the Revised Organic Act of the
Virgin Islands in a manner which substantially fulfills the requirements of
the act.

In rezard to financing, we recommended that the Congress consider requiring
that future operations of the Office of the Government Comptroller be fi-
nanced from revenues collected by the United States Treasury which are
otherwise transferable to the insular government as Federal grants.

SOUTHWESTERN POWER ADMINISTRATION

Examination of fi ial statements for the Southwestern Power System and related
actlivities, fiscal year 1964, B-125031, Oct. 20, 1965
Corps district offices in the southwestern area in fiscal year 1964 continued to
use inconsistent bases in establishing service lives of plant-in-service assets.
This deficiency was pointed out in our prior report to the Congress on the audit
of the Southwestern Power System and Related Activities (B-125031, May
22, 1963). The Department of the Army informed us in July 1965 that
corrective action had been taken on establishing service lives for the plant-in-
service assets and that as of June 30, 1963, depreciation for all projects had
been entered in the accounts on the same basis.
joint study is being made by the Department of the Interior and the Corps
of Engineers to determine the propriety of depreciation methods and rates
currently in use. The nature and extent of changes in depreciation methods
or rates which may result from this study, the resultant effects on interest on

=
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the unrepaid investment in power [acilities, and the effect on the financial
statements, if any, are not now determinable,

We expressed our opinion that, subject to the comments in the preceding para-
graphs, the financial statements present fairly the financial position of the
Southwestern Power System and Related Activities at June 30, 1964, and the
results of its power aperations for the year ended, and the cumulative sources
and application of its funds to June 30, 1964, in conformity with principles
and standards of accounting prescribed by the Comptroller General of the
United States applied on a basis consistent with that followed in prior financial
statements—exeept for changes, in which we concur, in recording amortization
and interest costs.

U.5. FISIH AND WILDLIFE SERVICE

Cost-sharing arrangements with the State of Oregon for the operation of fish hatch-
eries, Burcan of Commercial Fisheries, B-157612, Feb, 17, 1966

Since fiscal year 1953, the Federal Government has borne all increases in the
operation and maintenance costs incurred under cost-sharing arrangements
with the State of Orcgon for the joint-financing of operations at four State
fish hatcheries which were expanded and modernized with Federal funds under
the Columbia River Fishery Development program.  We stated our belicl that,
on the basis of operating costs experienced at the hateheries immediately pre-
ceding and following expansion, Federal participation in the operating costs
of the hatcheries had cxceeded its proportionate share by $720.000 through
fiscal year 1965 and that, unless the cost-sharing agrecments were revised to
provide for increased State financial participation. additional costs of $316,000
would be incurred through fiscal year 1968. The Department advised us
that it agreed that a greater cost participation in the operation and maintenance
of fish hatcheries by the State was desirable and that it was ready and willing

Lo negotiate revised cost-sharing agreements with the State.

Violation of statutes by use of management and investigations of resources funds for
general administrative expenses, Bureau of Commercial Fisheries, B-154942,
June 30, 1966

The Bureau improperly used funds appropriated for management and investiga-
tions of resources to finance expenses of executive civection and general admin-
istration, even though the Congress had specifically provided a separate
appropriation for such expenses. On the basis of information obtained in our
review of 1 fiseal year, we estimated that the improper assessments totaled $1.4
million during fiscal years 1962 through 1965. The Bureau's action con-
stituted a violation of 31 U.S.C. 628, which requires that funds be expended
solcly for the objects for which appropriated and no others, and also a viola-
tion of the Anti-Deficiency Act, as amended (31 1.S.C. 663), which provides
that obligations shall not be created under any appropriation in excess of the
amount available therein. After we brought this matter to its attention, the
Department advised us that it would report the violation in accordanee with
the provisions of the Anti-Deficiency Act and stated that it had communicated
with the House and Senate Appropriations Committees to make ull disclosures
of the financing practices on which the Burcau had relied.

DEPARTMENT OF JUSTICE

BUREAU OF PRISONS

Examination of the fi ial statements of Federal Prison Industries, Inc., for fiscal
year 1965, B-114826, Jan, 19, 1966
Qur report expressed the opinion that the Corporation’s financial statements
presented fairly its financial position at June 30, 1965, and the results of its
operations and the sources and application of its funds for the year then ended
in conformity with generally accepted accounting principles applied on a
lbasis consistent with that of the preceding year and with applicable Federal
aws.
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Prices charged for meals served to employees and wvisitors at penal institutions,
B-123223, May 31, 1966

Meals were being furnished to employees and visitors at the Burcau's penal insti-
tutions it prices lower than those charged at certain other Government agen-
cies where reasonably comparable meals were served.  On the basis of our
romparisons. we believe that the prices charged by the Bureau were below
the ceasenable value of the meals.  Unless Bureau of Prisons® prices are brought
more i ¢ with certain other Govermment agencies, we estimate that, based
on the nuimber of meals served in fiscal year 1963, Burean of Prisons’ em-
ployees and visitors will continue to pay up to $100,000 annually less than
employees of certain other Government agencics,

‘he Bureau did not agree with our contention that its meals could be equated
to those of other Government agencies.  Although certain differences exist
hetween the meals served by the Burcau and those served by other Govern-
ment neies, we believe that the differences ave not sufficiently significant
to justify the relatively low price charged by the Burean. We therefore rec-
ommended that the Dircctor, Bureau of Prisons, increase meal prices then in
effect to prices more in line with the higher prices charged by other Govern-
ment agencies,

DEPARTMENT OF LABOR

HUREAU OF EMPLOYMEXNT SECURITY

Uneconomical use of Federal funds in the reorganization and cxpansion of the
Chicago employment offices, Illinois State Employment Service, B-133182, July 22,
1965

The Bureau of Employment Security had urged the 1llinois State Employment
Service to proceed with the reorganization and expansion of the Chicago
cmployment offices without obtaining rcasonable assurance that the work
would be accomplished cconomically and at an orderly pace.  The reorganiza-
tion was carried out, including the hiring of additional personnel, at the rate
funds became available. We estimated that several hundred thousand dollars
of Federal funds were ineffectively spent on the improvement program, princi-
pally in fiscal years 1962 and 1963, because the Federal Government was pre-
maturely committed to the financing of this undertaking. In commenting on
our findings, the Department stated that it had placed the reorganization pro-
gram in Chicago, as well as in other metropolitan areas, under careful scrutiny
and had reduced the number of positions allocated to the Chicago offices by
about 70 at an annual savings of about $420,700.

We recommended that the Department (1) make a review of the Chicago area
employment service with the objective of further reducing the stafl of the
Chicago offices to levels consistent with realistic estimates of workloads per-
taining to cssential public services and (2) approve future reorganizations and
expansions of State employment service programs only on the basis of realistic
goals and detailed working plans. We also recommended that the Department
reconsider its plans to eliminate work measurement standards and, because of
their usefulness in measuring staff needs and performance, seek to establish
more realistic standards.

Potential savings through consolidation and reduction of certain employment service
activities in Wisconsin, B-133182, May 3, 1966
Based on our observations at the Wisconsin State Employment Service, we
pointed out opportunities for savings and for improvements in_the operating
efficiency of employment services through changes in organization and in the
scope of activities associated with teacher placement which, in our opinion,
could have been discontinued in view of the abundance of available teaching
positions.  Tn addition, we pointed out certain disadvantages associated with
service agreements entered into by the State agency with employers which
resulted m _expenses related to the employers' normal personnel activitics being
financed with Federal funds.
The State subsequently agreed to consider a reorganization of its activities but
not a curtailment, because it considered all of its activities necessary.  Also, the
Department did not agree that the employment service activities cited in the
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report were not appropriate for the expenditure of Federal funds.  In view of
the questions raised and the Department’s disacreement, we brought these
tters to the attention of the Congress in case it might wish to express its
ws on the appropriatencss of using Federal funds to finance the activides.

OFFICE OF MANPOWER, AUTOMATION, AXD TRAINING

Abscnces of trainees enrolled in institutional training programs authorized by the
Manpower Development and Training Act of 1962, Depariment of Labor and
Department of Health, Education, and Welfare, B-146879, Apr. 29, 1966

In the absence of Federal suidelines as to trainee attendance requirements or
anv definition of “satisfactory attendance.” loral training o izati '
reporting atlendance as satisfactory and trainees under the Manpower Dey
opinent and Ty ¥ ceriving Tull we trnining allew-
ances cven though they had [ extensive absentecism.  In nuny
instances, abzentecisin was in esxce pereent of the total course time.
We estimated that from program ineeption through fiseal year 1964, the
Department of Labor paid, nationwide, about $3.1 million of a total of $36.9
million as training allowances for days on which the trainees wel sent from
classes.

After we brousht this matter to its attention, the Department of Labor issued
instructions in Scptember 1964 providing for reduction of training allewances
to eliminate payment for unexcused absences, To determine the elfectiveness

structions we recommended that HEW make periodic reviews and

analyses of attendance and, in the event of a continuation of extensive absentec-
ism, guidelines be provided 1o State agencies for use in determining the number
of absences, excused and unexcused, permissible for satisfactory attendance.

We also recommended, in the interest of orderly and uniform administration

of the payment of training allowances, that the Department of Labor establish

guideline criteria as 1o the number of excused absences [or which training
allowances may be paid.

Selection and nse of training facilitics in Chicago, Illinois, for manpower training
authorized by the Manpower Development and Training Act of 1962, Depariment
of Labor and Department of Health, Education, and Welfare, B-146879, June 29,
1966

We estimated that about $125,000 in additional cosis were incurred because FIEW
had approved (1) the use of private training facilities in Chicago, 111, without,
in our opinion, giving adequate consideration ta the use of less expensive and
available public school [acilities and (2) the cost of equipping and remodeling
a new eentral location for clerical waining although public facilities with train-
ing cquipment were already available.  Following our inquiry into the use of
private facilities for training, HEW issued revised procedures to its field repre-
sentativ horizing them to approve training projects proposced by State
authorities only upon receipt of documented evidence showing that both public
and ate edueational facilities had been considered for the training and
showing the basis for the selection made.

With regard to future expenditures for equipping and remodeling new Lacilities,
we recommended that HEW, with the concurrence of the Department of Labor,
issuc instructions to State agencics requiring that they verify and document
that existing facilities not adequate before approving proposals to equip and
remodel additional fs irs for training.

POST OFFICE DEPARTMENT

Unnecessary interest costs incurred by advancing funds to United States air earriers
for transporting mail of foreign countries, B—133083, July 15, 1965

Certain conditions, which existed in 1940 when the Congress enacted legislation
giving the Postmaster General the discretionary authority to advance funds to
United States air carriers for transporting mail of foreign countries, had been
alleviated or eliminated and continuation of the program was not justified. We
estimated that unnecessary intercst costs of about $95,000 had been incurred

for such advances of funds for services performed by the carriers in fiscal year

1963, The Postmaster General agreed that there was no longer a justification
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for advancing funds and informed us that the Department would discontinue
the program and would return the $7 million revolving fund to the Treasury
Department.

Need for strengthening controls over sick leave, B-114874, Oect. 22, 1963

Matiers noted by us in our review ol the administration of sick leave in cight post

offices in four postal regions were (1) lack of information to cnable supervisors
to determine whether outside employment was causing abuse of sick leave, (2)
need to improve control aver sick leave absences, (3) lack of I:Dmudcranon of
patterns of sick leave in drlvrlmmng whether smk leave advanccs and p(-ruu. -
pay increases should be approved, and (4) insufficient reviews by postal inspec-
tors, internal auditors, and finance cxaminers at post offices with high sick leave
uspge,

In fiscal year 1963 the average usage of sick leave by employees of the eight post

offices exceeded the average usage by all other postal employees. We esti-
mated that the cost of sick leave used in fiscal year 1963 by employees in thesc
eight post offices, over and above the average sick leave used by employecs in
all other post offices, amounted to $3 million. At four of these post oflices
there were indications of abuse of sick leave by some employees who had out-
side ecmployment,

The Department reviewed the specilic cases lnvnl\ ed and in some cases took dis-

ciplinary action. The Department also is considering our reconunendations
for strengthening the controls over sick leave.

Savings available through more extensive use of contract vehicle service and of cer-
tain mail-handling equipment, B-114874, Nov. 29, 1965

At two postal reaions savings of about $200,000 could be realized annually by

making certain changes in the methods employed in transporting mail between
post offices and postal stations and to and from railroad depots and airports.
These potential s related to cost reductions which would result from con-
tracting for transpor uuon service and using more efficient mail-handling equip-
ment.  The Department is precluded from using contract service at some loca-
tions becanse the law prohibits the use of such service between an airport and a
post office if Government-owned motor vehicle service is available and the dis-
tance to the airport is not more than 35 miles.  The Department was consider-
ing our suggestions for effecting these savings and [or strengthening the Depart-
ment's procedures in considering possible future changes in means of trans-
porting mail in all postal regions. Also, the Department agreed to consider
submitting to the Congress a proposal for repeal of the law prohibiting use of
contract service between certain airports and post offices.

Use of contractor-furnished personnel in violation of statutes governing Federal em-
ployment, B-118662, Jan, 18, 1966

The Department’s practice of using contractor-furnished personnel in its research

and engineering activity resulted in a relationship being established which was
tantamount to an employer-employce relationship and thus in violation of the
statutes governing Federal employment.  We estimated that for the period
July 1961 through Nov. 1964 the practice had resulted in costs about $205,-
000 ereater than would have been incurred by using civil service personnel.
The Postmaster General disagreed with our computations showing that excess
costs had been incuited but advised the Civil Service Commission that the De-
partment was planning to let the existing contracts expire and then replace
l!lcnll with new contracts which would eliminate the employer-employee rela-
tonship.

Need to strengthen supervision over city delivery carriers, B-114874, Feb. 17, 1966

196

At seven major post offices many city delivery carriers had routes which could be

completed in considerably less time than that assigned and the carriers were
using the excess time for their own purposes.  We estimated that the time used
by these carriers for their own purposes was costing the Departinent several mil-
lion dollars annually and pointed out that, because the causes were Depart-
ment-wide in scope, similar conditions probably existed in varying degrees at
many other post offices throughout the country. Pursuant to our suggestions,
the Drp'lrlmu\l issued revised instructions on supervision of city delivery car-
riers' activities, agreed to study the [easibility of establishing standards for city
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delivery carriers, and stated that a program had been initiated for identifying
the post offices where the average number of minutes per delivery on city carrier
routes was highest so that postal officials could concentrate their efforts on
these offices,

Accelerated business collection and delivery program at Baltimore, Boston, and Wash-
ington, D.C., post offices, B—114874, May 31, 1966
We questioned whether continued operation of the accelerated business collection
and delivery program at the Baltimore, Md.; Boston, Mass.; and Washington,
D.C., post offices was justified because the estimated additional annual costs of
about $214,000 incurred in operating the program at these offices did not ap-
pear to be commensurate with the quantity of mail delivered earlier as a result
of the program. The Postmaster General advised us that, pursuant to our
proposal, the Department had scheduled a special review of the program’s
operations at these three post offices even though it believed that the need for
the program had been substantiated by the service improvements achieved and
that no modifications of the program were necessary,

TREASURY DEPARTMENT

DUREAU OF ENGRAVING AND PRINTING

Examination of financial statements of the Burcau of Engraving and Printing Fund,
fiscal years 1964-1965, B-114801, June 21, 1966

We expressed our opinion that the financial statements presented fairly the finan-
cial position of the Bureau of Engravi ing and Printing Fund at June 30, 1964
and 1963, and the results of its operations and the sources and 1ppl1c'1tmn of its
funds for the two fiscal years ended June 30, 1965, in conformity with the prin-
ciples and standards of accounting prcsrrlbcd by the Comptroller General of
the United States applied on a basis consistent with that of preceding years,

INTERNAL REVENUE SERVICE

Disposal of good serviceable furniture due to inadequate management action,
B-133327, July 15, 1965
In this report we pointed out that good serviceable furniture, badly needed to
replace worn-out and obsolete furniture in use, was released by TRS as property
excess tn its needs.  Furniture valued at about $33,000 was transferred to
other Government agencies, and furniture valued at about $121,000 was
transferred to various State agencies without reimbursement, Thcsc transfers
were due to the lack of adequate planning and timely action by responsible
officials in accordance with the established policy for replacing furniture, and
the action will result in the need to expend funds to acquire office furniture
necded in the 1RS national office.
Aflter we brought this matter to IRS's attention, detailed guidelines were issued
for earrying out the program of replacing worn-out and ohsolete furniture.
If effectively implemented, these guidelines should reasonably assure the Serv-
ice that good serviceable furniture will not be disposed of in the future.

Sell-employment tax payment and collection practices, B=156154, Mar. 3, 1966

Our review disclosed that, if the Internal Revenue Code (26 U.S.C. 1) were
amended to require self-employed individuals to pay estimated sell-employ-
ment taxes on a pay-as-you-go basis throughout the tax year, the Service
could improve its ad.ninistration of the billing and collection of unpaid taxes
and the Government could save annually interest on borrowings estimated to
be, at 2 minimum, about $3 million.

In a draft of this report submitted to the Secretary of the Treasury and the
Commissioner of Internal Revenue in October 1965, we proposed a recom-
mendation to the Congress that the Code be an‘l.ended to provide that self-
employed individuals make an estimate of self-employ t taxes payabl
for the current year at the time the taxpayer is required to file a declaration
of estimated income tax and pay the tax in installments during the year. Our
proposed recommiendation was made a part of the Administration’s 1966 tax
recommendations to the Congress, and the Congress, subsequent to issuance of
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our report, included a provision in Public Law 89-368 requiring the payment
of seli-employment taxes in installments during taxable years beginning after
December 31, 1966.

ility of incrensing the dollar income limitation above the established $10,000

ceiling to obtain greater use of United States Individual Income Tax Return
(Form 1040A), B-158552, Mar. 11, 1966

This report was made to the Chairman, Legal and Monetary Affairs Subcom-

mittee, House Committee on Government Operations, in response to his request
that we explore with IRS the possibility of increasing the dollar
tion above the established $10,000 ceiling to ascertain whether more taxpavers
could use the card form United States Individual Income Tax Returm { Funn
1040A3.  In our report, we stated that we believed that the conclusion
reached by IRS that it is inadvisable to raise the income limitation above
810,000 appeared to be appropriate.

UXNITED STATES COAST GUARD

Potential savings through the use of houses owned by the Federal Housing Adminis-
teation as Government quarters for certain Coast Guard members in the St
Petersbure and Miami, Fla., areas, B-146987, Dec. 17, 1965

We estimated that annual savings of about $244.000 could be realized if the

Coast Guard were granted authority to lease Government-owned honses for
use as Govermment quarters [or Coast Guard members liew of pay'neg
basie allowances for quarters. In response to our recomunendation to the
Congress, a provision was inciuded in the act of March 30, 1966 ( Public Law
89-361) granting authority to the Coast Guard to lease such quarters. On
June 27, 1956, the Coast Guard issued instructions which provided information
and procedures for implementing its Leased Housing Program.

Need to reexamine planned replacement and augmentation of high-endurance vessels,

Western Area, B-114851, Feb. 18, 1966

On the basis of our review of the operating experience during fiscal years 1962-64,

we expressed the belief that the Coast Guard’s plans [or acquiring 14 ||u;h~
endurance vessels to replace the 11 high-endurance vessels presently assigned
to its Western Area were questionable,  Our analysis indicated that the
stated requirements conld be reduced by 3 high-endurance vessels thereby sav-
ing about $43 million in construction custs and about $3.5 million annually in
vessel operating costs.

The Commandant of the Coast Guard concurred with our proposal that the

Coast Guard recxaming its planned replacement and augmentation program for
high-endurance vessels in the Western Area. He stated that several actions
had been taken or were in process which would improve the Coast Guard’s
techniques for analyzing its requirements and that our previous report on ve-
quirements for high-endurance vessels in the Eastern Arca and our ing
relating to the vessels in the Western Area would be used as guidelines in the
Coast Guard's planning and analytical efforts. The Coast Guard later es-
tablished procedures, effective July 1, 1966, providing for the collection of data
to be used to (1) measure vessel or other operating unit workload and effee-
tiveness, (2) determine resource utilization and needs, (3) justify budget re-
quests to meet projected requirements, and (4) analyze system operations for
potential savings.

Administration of certain transfers of Coast Guard members between permanent duty
stations, B=114851, June 17, 1966
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Many enlisted members transferred into and within certain Coast Guard dis-

tricts were circuitously routed through district offices en route to their ulti-
mate duty stations. We estimated that the Coast Guard could save about
$36,100 annually by directly transferring many of these members.  In response
to our proposal that indirect transfers be avoided wherever possible, the Coast
Guard took some corrective action; however, we believe that this action needs
to be broadened in order to be applicable to all members regardless of rate
or marital status, and the report contained a recommendation to aceomplish
this objective.
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In response to our proposal that the Coast Guard use available Government-
owned quarters to temporarily house members transferring to or from San
Juan, Puer o Rico, the Coast Guard took corrective action which we Lelieve
will result i annual savings of about §37,500 in temporary loedging aliowance
custs,

ATOMIC ENERGY COMMMISSION

Deficicncies in motor vehicle maintenance, use, and replacement practices, B-152006,
July 20, 1963

Qur review of selected motor vehicle activities at 12 AEC contractor-operated
facilities disclosed that (1) at two facilities excessive motor vehicle mainte-
nance costs had vesulted because repairs had been made to vehicles in some in-
stances, without regard to their age, condition, or imminence of removal from
the fleet or to the cost of replacement vehicles, (2) at two facilities unnecessary
costs had been incurred because, in many instances, motor vehicles had been
replaced without an adequate evaluation having been made of the economic
feasibility of continued use of the vehicles, (3) at three facilities many vehicles
had been used far less than reasonable which indicated the possibility that a
number of vehicles in the feet were in excess of actual needs, and (4) at four
facilities passenger vehicles had been retained in operation alter replacement
vehicles had been acquired and put into operation, a practice which is in-
consistent with the intent of existing legislation.

Alter the above matters were brought to its attention, the Commission informed
us that a number of corrective actions had been or would be initiated which
were generally in accordance with our propesals. In addition, we recom-
mended that AEC require each of its field offices to establish use objectives
for vehicles under its jurisdiction and appropriate procedures to ensure that
these use objectives are properly considered in measuring the adequacy of the
use of such vehicles.,

Savings attainable by discontinuing n.cucssential bus transportation s.ovices at Han-
ford Works, Richland, Wash., B-114878, July 21, 1963

Our review of the contractor-operated bus transportation system servicing the
Hanford Works, Richland, Wash., of the AEC disclosed that annual savings of
as much as $145,000 were attainable by discontinuing bus transportation serv-
ices between (1) various points in the city of Richland and the bus terminal
and (2) the bus terminal and the “300 work area™ on the Federal reservation.
The Commission informed us that, in connection with the current implementa-
tion of a prograr of diversification under which the various activities at the
Hanford Worss will be conducted by a number of contractors rather than a
single rontractor, bus transportation te the “300 work arca” will not be pro-
vided to its employees and that other segments of the bus operations would be
considered as the diversification program proceeded.

Because the diversification program will not be fully implemented until mid-
1967, we recommended that the Commission take such action as may
appropriate to attain a more timely discontinuance of all Government trans-
portation services in the city of Richland and the “300 work area.”

Possible savings through purchasing rather than leasing certain copying machines,
B-146930, Oct. 21, 1965

Our comparison of the cost of leasing with the cost of purchasing office copiers
being leased by the AEC's Chicago Operations Office and Argonne National
Laboratory indicated that substantial savings could be realized through pur-
chasing vather than leasing certain copiers. As a result of our bringing this
matter to its attention, the Commission initiated an agency-wide lease-versus-
purchase study of office copiers. Although the study indicated that it would
be fi ially advantag to purchase certain copiers rather than to con-
tinue leasing them, our subsequent review showed that the Commission and
its operating contractors were not fully realizing the potential savings avail-
able [rom the purchase of leased copiers,

After we brought this matter to the Commission’s attention, we were informed
that, as a result of its lease-versus-purchase study which was being carried for-
ward by the Commission and its contractors on a continuing basis, the Coms-
mission had either purchased or planned to purchase a total of 46 copicrs and
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it anticipated or had realized further cconomies by the replacement or reloase
of 27 other copiers. We estimate that the purchases of the 46 office copiers
will result in a savings of about $335,000 over the 5-year period following their
purchase,

Controls over utilization and procurement of photographic c%mpmcns at the Sandia
Laboratory, Albuquerque, N, Mex., B-114878, Jau. 18, 196

We found that, beeause of in'ldequale management controls over the procure-

ment, utilization, and retention of cameras at the Sandia Laboratory, certain
organizational units had retained cameras, costing about $274.000, which
were excess to their needs and that certain organizational units had |1uu'lnse(l
new cameras costing about §62.000 although it appeared that the reguire-
ments conld have been fulfilled by reassigning the cameras on hand. We
[ound also that Sandia generally did not realize the benefits that might have
been obtained through competitive procurement because cameras had been
requisitioned and procured by brand name and model without adequate
consideration as to whether other brands or models would meet the require-
ments.

The organizational elements included in our review subsequently reported 140

cameras as exeess o their requirmn(‘nt% and massigur.d 43 of the cameras, cost-
ing about $40.000, to other Sandia arganizational units in need of the cameras,
thereby obviating the necessity for procurcment of similar equipment.  Also,
Sandia took action to strengthen its procedures for assuring proper utilization
and assignment of the cameras and [or assuring proper authorization and
adeauate justification in future procurements Elf new cameras.  Also, the Com-
mission dirccted its ficld offices to make reviews of operating contractors’
equipment-acquisition-and-use controls and of the practices and procedures
for deteymining when cquipment is excess, particularly in reprogrammed areas
or areas of reduced activity.

Savings artainable through reductions in fire department and guard force staffing at
contractor-operated installations under the supervision of the Oak Ridge Opera-

tions Office, B-146924, Apr. 21, 1056

Our review indicated that savings of ahout $189.000 annually were available

to the AEC through reductions in fire department and guard management
staffs at contractor-operated installations under the supervision of the Qak
Ridge Operations Office. Information about these potential economy meas-
ures was available to the Commission officials at Oak Ridge from annual fire
loss, protection, and prevention costs reports and from quarterly wage and
salary reports submitted by operating contractors,

We recommended that the Commission’s General Manager require a review of

fire protection and prevention and guard force activities at its other contrac-
tor-operatec installations and direct the attention of Commission employees to
the importance of thorough reviews and analyses of cost and stafling reports
regularly submitted by operating contractors. The contractors and the Com-
mission stated reasons whv personnel reductions could not have been made
earlier. but they indicated that steps were being taken to realize the potential
economies,

Preferential allowances paid to certain contractor employees at the Hanford Works,
Richland, Wash., B—114878, May 31, 1966

Under a wage realignment adopted in 1948, certain contractor employees were
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paid a preferential allowance because the contractor considered it inadvisable
to reduce the total wages of about 3,400 employees receiving wages at rates
higher than the rates established under the wage reali~nment. Our review
showed that within 3 years after the new wage structure became effective, the
hasic waege rates for most affected job classifications had, throush general wage
increases, equaled or exceeded the previous basic wage rates. Not only was the
preferential allowance retained after the new basic rates were raised above the
previous rates. but it also was increased as basic wage rates were increased.
As of Februare 1. 1965, 146 employees were still receiving the allowance which
totaled about 355,000 annually.

new general contractor commenced operations at the Hanford Works effective
March 1, 1966, and ir ed negotiations with the employees’ union with a
view toward ultimate resolution of the problem. We proposed that the Com-
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mission consider reviewing the wage structures at its other contractor-oper-
ated installations and adopt a policy applicable 1o all its installations, which
will provide that a specific or determinable time limit be placed on any similar
allowances in the future, Regarding our proposals, the General Manager
informed us that the Commission was taking steps to accomplish the intent of
our proposals.

DISTRICT OF COLUMBIA GOVERNMENT

Inadequate supervision of puyroll activitics, B-118638, July 22, 1965

Inadequate supervision by the Departments of Highways and Traffic, Pubilic
Welfare, and Sanitary Engineering of payroll activities resulted in some en-
ployees receiving more pay and more leave than they were entitled to under

<isting laws and regulations and in the need for recovering the overpayments
adjusting the leave records. The District informed v, that, in accord-
ance with our proposals, measures have been taken to improve payroll systems
and procedures, to place more emphasis on supervision of payroll and leave
matters, and to initiate better internal audit procedures lor evaluating the
effectiveness with which all departments and agencies discharge their respon-
sibilities for pay and leave matters.

Need for reappraisal of task system assignments for collection of refuse, Department
of Sanitary Engineering, B-118638, Dee. 17, 1965

Adequate policies and procedures had not been prescribed for administering the
task system, including a requirement for periodic reviews to determine the
appropriateness of tasks assigned to employees engaged in the collection of
refuse.  We found that under the task system the employees had been paid on
the basis of an 8-hour workday but that they generally had worked significantly
less than 8 hours a day. The District advised us that, in accordance with our
proposals, action would be taken, as rapidly as staff capabilities permitted, to
develop written policies, procedures, and guidelines for dete ing the
refuse collection tasks for a normal 8-hour workday, reviewing task assign-
ments periodically to ascertain whether they are appropriate, and making nec-
essmv adjustments when task assignments are at variance with established
criteria.

Hospital and surgical-medical insurance benefits available under Blue Cross-Blue

Shield plans, Department of Public Health, B-133173, Jan. 18, 1966

The District had not collected Blue Cross-Blue Shicld supplemental benefits total-
ing about $119,500 that had been paid to or were available to policyholders un-
der the Government-wide Service Benefit Plan for hospital and surgical-medizal
services provided to insured Distr'ct residents at the District of Columbia Gen-
eral Hospital, Glenn Dale Hospital, and Saint Elizabeths Hospital during the
period from July 1960 through September 1963. The District agreed to our
proposal that action necessary to collect the supplemental benefits be deter-
mined. As of June 30, 1966, about $85,500 of the supplemental benefits had
been collected.

We also noted that the District could have received additional basic benefits for
hospital and surgical-medical services provided at the District of Columbia
Gieneral Hospital to patients insured under various Blue Cross-Blue Shield plans
if the hospital had been a member hospital under the plans and had maintained
its accounting system in accordance with the system prescribed for a member
hospital under such plans and had submitted billings for the hospital services on
the basis of the app}’icabln per diem charges and for the surgical-medical serv-
ices on the basis of the amounts normally allowed for such services. The Dis-
trict informed us that the feasibility of implementing and maintaining a detailed
billing system would be considered as plans advanced for the expansion of auto-
matic data processing applications in the Department of Public Health.

Need for improved procedures for determining abilit&}of patients and responsible

relatives to pay for care at Saint Elizaheths Hospital, Department of Public Health,

B-133098, Mar. 11, 1966

Qur review of the determinations made by the Department of Public Health of
the ability of District voluntary and involuntary patients at Saint Elizabeths

201



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE

CONGRESS DURING FISCAL YEAR 1966—Continued

Hospital, and of their legally responsible relatives, to pay for hospital care in-
dicated that the initial determinations had been made without sufficient investi-
gation to obtain complete and accurate information as to their financial re-
sources.  Also, periodic investigations of involuntary patients generally were
not made subsequent to the commitment of the patients to determine whether
changes in the financial status of the patients and their responsible relatives had
resulted in an increased ability to pay for hospital care. As a result of these
procedural weaknesses, some patients and/or their responsible relatives may not
be paying the District amounts commensurate with their ability to pay.

The District informed us that in general it agreed with our proposals for achiev-

ing closer compliance with the statutory requivement that District residents at
Saint Elizabeths Hospital, and/or their legally responsible relatives, reimburse
the Districr for the cost of the hospital carve in such amounts as they are reason-
ably able to pay. We were informed also that efforts would be made to canry
the proposals out within existing resources but that a larger stall would be
necessary before the proposals could be fully implemented.

FARM CREDIT ADMINISTRATION

Audit of Farm Credit Administration, fiscal year 1963, B-114806, Feb. 17, 1966

We ex

ressed the opinion that (1) the financial statement of the FCA presented
fairly the available funds and obligations incurred during fiscal year 1963 and
the unobligated balance at June 30, 1963, and (2) the financial statements of
the 12 Fc(!rr'li intermediate Cl‘Edll banks and the 13 banks for cooperatives
supervised by FCA, and the Banks for Cooperatives Investment Fund adminis-
tered by FCA, presented fairly their financial positions at June 30, 1965, and
the results of their operations and the sources and application of their funds
for the year then ended.

FEDERAL AVIATION AGENCY

Addltmn.l! costs resulting from failure to provide purchase options for automatic data

processing equipment, B—133127, July 30, 1965

FAA incurred additional costs of about $147,000 because it did not provide for

purchase options in its equipment rental contracts.  We found that FAA offi-
cials responsible for the procurement of the equipment did not make a timely
determination of the savings in costs that could have been realized by the use
of purchase options. We Expressed the belief that a more timely determination
by the Agency of the best method of acquiring r.eﬂ:un automatic data process-
ing equipment would have shown that the lease-with-option-to-purchase
method was the most advantageous to the Government. FAA agreed that
it should have made a more timely study of the methods of acquiring the equip-
ment and should have provided for appropriate purchase options. The Agency
advised us it had taken, or was in the process of taking, certain actions designed
to provide for timely studics and the use of purchase options where appropriate.

Additional costs incurred in the management of automatic data processing equipment
at National Aviation Facilities Experimental Center, B=133127, Aug. 13, 1965
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As a result of not utilizing a rented computer system for substantial periods of

time, FAA had not rceeived benefits commensurate with about $259,000 of
rental payments. Also, FAA incurred unnecessary maintenance and rental
charges for Government-owned and rented computer equipment, which either
was in storage or was not available for use because of modifications being made
to the equipment,

In commenting on our findings, FAA stated that it was in the process of revising

its reporting procedures for computer utilization and was attempting to achicve
the greatest degree of standardization as was practicable in computer program-
ming and that these actions should effectively implement our proposals on
utilization of automatic data processing resources. FAA stated also that re-
funds had been negotiated for the excessive maintenance and rental charges
identified by us.
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Economies from making electron tubes available to other Government users, B-133127,
Mar. 24, 1966

FAA had not taken adeguate action to identify and dispose of electron tubes ex-
cess to its r:":son'lbh- current needs i.:ec:lu!.(‘- it had established retention levels
which, in our opinion, were too high in view of the ready availability of tubes
on the market. The Agency retained for long perinds over $1 million worth
of tubes which should have been made available to other Government users.
We noted that in 1963 and 1964 the Department of Defense purchased from
commercial sources significant quantities of tubes which, at the times they were
purchased, could have been supplied from FAA stocks.

In April 1964, about midway through our review, the Agency entered into an
agreement with the Defense Electronic Supply Center which resulted in the
reduction of FAA's retention levels for certain tubes. However, the Agency
did not reduce its retention levels for tubes that were not to be reported 1o the
Supply Center and did not make overstocks of such tubes available to the Gen-
eral Services Administration for possible use by several civil agencies which
were also users of many FAA tube types.

In rcspomlmg to our proposals, lhc FAA agreed that certain tubes had been held
in quantities which were excessive to current uccds and had not been made
available for the use of other Government users. FAA also siated that it was
in the process of revising its retention levels for lubcs and that, after the revi-
sions were made, inventories of tubes would be adjusted and cxcess stocks
reported.

Long-term medical research on aging of aviation personnel, B-158513, Apr. 12, 1966

FAA is financing a 25- -year rese '"rh project to develop methods for measuring the
physiologic age, as dist hed from the chronologic age, of aviation person-
nel, The Public Health Service {PHS), Department of Health, Edueation,
and Welfare, is also supporting a 30-year project through a research grant to
learn more about the process of physiological aging and its progress in relation
to chronological age, using pilots as a study group. The projects will cost the
Government §9.7 million ($5 million for FAA and $4.7 million for PHS) if
they are financed to completion,

We concluded that, before initiating its own study, FAA should have formally
communicated with PHS to determine whether one long-term project conld be
devised to meet the needs of both agencies at substantially lower cost to the Gov-
ernment. FAA acknowledged that there were no formal procedures for co-
ordinating research between it and PHS and advised us that it would establish
formal procedures for coodinating new research projects with PHS,

Opportunities for savings through greater use of available military aircraft- parts,
B-133127, Apr. 12, 1966

We expressed the opinion that substantial savings could be achieved through the
ereater use by FAA of military aircraft parts. During fiscal year 1964, the
Ageney’s purchases of aircraft parts from commercial sources amounted to
about $2.2 million, whereas we found that (1) the majority of the types of items
purchased from commercial sources were carried in the Air Force supply sys-
tem, (2) a number of these types nf items were in long supply in the Air Force
witcm, and (3) many of the parts in the Air Force system were acquired from
the same commercial sources as those used by FAA. We concluded that it was
unlikely that maximum use of military parts would be achieved by FAA unless
its policy was changed to emphasize that military stocks be considered as the
first source of supply.

In response to our findings, FAA stated that it agreed that the policy in effect at
the time of our review did limit the use of military parts and that the Agency
should use the Department of Defense supply system as the prime source of
supply for aircraft parts whenever possible.  FAA further stated that a recently
issued Agency directive authorized the use of military aircraft parts on certif-
icated Agency aircraft and that overhauled and repaired military parts would
be used as well as new parts.  Also, the Agency issued a directive for the guid-
ance of its procurement personnel which stated, in part, that personal property
requirements would not be procured from commercial sources until it has been
determined that the needed items were not available from other agencies.
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Although FAA's actions were responsive to our findings, we recommended, in view

of the importance of the matters discussed, that the FAA Administrator ascer-
tain through future management reviews and internal audits that the afore-
mentioned directives were being effectively administered.

ortunity for savings through payment of relocation costs rather than subsistence
lowances for contractor-flurnished employees, B-133127, Apr. 21, 1966
Duiring the 5

cear period ended June 30, 1964, the Government incurred sig-
nificant additional costs that could have heen avoided il FAA had paid reloca-
tion costs rather than subsistence allowances for certain contractor-lurnished
employvees assigned to work at its National Aviation Facilities Experimental
Center.  We expressed the belief that, when it was advantageous to do so,
FAA's contracting personnel should have authorized or requested relocation,
at Government expense, of contractor-furnished employees assigned to work
an projects at the Center for periods in excess of 1 year. We also pointed out
that in our opinion the basic cause for the additional costs was the ahsence
of specific guidelines for use by FAA’s contracting personnel in evaluating the
allowability and reasonableness of subsistence and relocation allowances.

In response to our proposals, FAA advised us that it was developing guidelines

for use by contracting personnel in evaluating the allowability and reason-
ableness of subsistence and relocation expenses when negotiating and ad-
ministering contracts and that it had initiated action to strengthen other
controls in the subsistence and relocation allowances area.

ilable by use of conventionally designed airport traffic control towers at

low-activity airports, B-133127, June 21, 1966

FAA approved the construction of control towers without first having analyzed

the relative benefits and costs of the tower design.  As a resull, we estimated
that the Agency would incur additional costs of about $2,250.000 for the con-
struction of 28 control towers of a new design at low-activity airports. FAA
proceeded with the construction of these towers even though available cost
information showed that their cost would significantly exceed the cost of
conventionally designed towers previously constructed at other low-activity
airports,

5.
Further, FAA had planned to construet, in addition to the 28 towers being con-

structed, similarly designed towers at four low-activity airports in calendar
vear 1965. Our comparison of the relative merits of the new and conventional
designs indicated that the additional costs were largely attributable to aesthetic
factors inherent in the nonconventional design of the new towers. Agency
offic informed us that such nonconventional design provided no sigificant
functional improvements over conventionally designed towers previously con~
structed,

In view of these factors, we questioned whether the more expensive design was

justified. FAA indicated agreement with our findings and advised us that
towers of a lower cost design would be substituted at the four locations
which already had been scheduled for new towers and that, to conform to FAA's
policy of selecting economical architectural designs that meet their operational
and technical requirements, the Agency was pursuing means of reducing the
cost of not only the towers designed for low-activity airports but also the
towers planned for high-activity airports. However, to avoid rcoceurrence
of the situation described in this report, we recommended that the FAA Ad-
ministrator direct that this policy be set forth in written directives.

FEDERAL DEPOSIT INSURANCE CORPORATION

Audit of Federal Deposit Insurance Corporation for the year ended June 30, 1964,
B-114831, Feb. 28, 1966
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We were unable to fully discharge our audit responsibility under the Federal

Deposit Insurance Act because, except for closed banks, officials of the Cor-
poration did not give us unrestricted access to examination reports, files and
other records maintained by the Corporation relative to the banks it insures,
There has been an increase in both the number of problem banks and the num-
ber of bank failures for which the Corporation was carrying deposit insurance.
From July 1, 1963, through Dec. 31, 1965, the number of banks classified by
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the Corporation as problem banks increased from 131 to 228 and during the
same peried 13 insured banks failed.

Because of the restrictions placed upon our examination, because the Corporation
did not disclose in its inancial statements the potential cffect insured prob-
lem banks may have on its financial condition, and because the adequacy of
the Corporation’s deposit insurance fund to mect future losses is dependent on
future economic conditions, we could not express an overall opinion on the
Corporation’s financial statements for the 1964 fiscal year. However, subject
to our cormments relating to the adequacy of the deposit insurance fund, we
expressed the opinion that the individual amounts shown in the financial state-
ments were fairly stated at June 30, 1964, and for the fiscal vear then ended,
in conformity with generally accepted accounting principles applied on a basis
coasistent with that of the preceding year.

Report on examination of financial statements of Federal Deposit Insurance Cor-
poration for the year ended June 30, 1964, B-114831, Mar, 11, 1966

In this report, submitted to the Corporation for inclusion in its annual report
to the Congress, we pointed out that the Corporation did not disclose in its
financial statements the potential effect insured problem banks may have on
the Corporation’s financial condition and that we were unable to make an
evaluation of the Corporation’s contingent_indemnity liability for problem
banks beeause of the restrictions |mp(!‘.t'd by Corporation officials on our access
to examination reports and related data.

For shese reasons and because the adequacy of the Corporation’s deposit in-
surance fund to meet future losses is dependent on future economic condirions,
we were unable to express an overall opinion on the Corporation’s financial
statements [or the 1964 fiscal year. However, subject to our comments relat-
ing to the adequacy of the deposit insarance fund, we expressed the opinion
that the individual amounts shown in the financial statements were [airly
stated at June 30, 1964, and for the fiscal year then ended, in conformity with
generally accepted accounting. principles apph?d on a basis consistent with
that of the preceding year.

FEDERAL HOME LOAN BANK BOARD AND CORPORATIONS
SUPERVISED

Audit of Federal Home Loan Bank Board for the period July 1, 1963, to Dec. 31, 1964,
B-114827, Oct. 25, 1965

We expressed our opinion that the financial statements presented fairly the fi-

nancial position of the Federal Home Loan Bank Board at Dec. 51, 1964,

and its income and expenses for the 18-month period from July 1, 1963, to
Dec. 31, 1964,

Audit of Federal Home Loan Banks supervised by the Federal Home Loan Bank
Board for the period July 1, 1963, to Dec. 31, 1964, B-114827, Nov. 29, 1965
We expressed our opinion that the financial statements presented fairly the fi-
nancial position of the 12 Federal Home Loan Banks at Dec. 31, 1964, and the
results of their operations and the sources and application of their funds for
the 18-month period then ended.

GENERAL SERVICES ADMINISTRATION

Savings resulting from elimination of the requirement that general office desks he
equipped with locks, B-114807, Oct. 22, 1963

Our review disclosed that the elimination of the requirement for a lock in gen-
eral office desks purchased by Federal agenc:es would result in s’l\mgs of
about $250,000 a year, Federal agencies had been purchasing, in recent
years, an annual average of about 170,000 general office desks, each equipped
with a lock and locking mechanism. Federal agencies generally do not require
employees to lock their desks and, hence, the incremental cost for a lock on a
desk was an unnecessary expense in most instances. We identified additional
savings that could be obtained il locks on rehabilitated desks were repaired

or replaced only in those instances where there is a requirement for locks.
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Also, we noted that GSA did not have a “value engineering” program which
cmphasizes an independent review of items in the supply system to determine
whether unnecessary features or components can be removed or changed at
a reduction in cosi.
As a resule of our propesals and recommendations, GSA revised the appropriate
standards and specifications so that Federal agencies could chase desks
out lecks and adopted a “no lock™ policy in the rehahilitation of office
dests, GSA alzo advised us that it would make areater use of the principles
of value engineering in the development of standards and specifications. At
our urging, GSA also revised its invitations to bid, which were heing drafied
while our review was in progress, for suppliers to provide steel office desks
during the period May 1, 1963, through April 30, 1966. GSA estimated that
the Govermment would save about $194.000 during the contract year 1965-66
by eliminating locks from most steel gencral office desks 1 year earlier than
originally planned.

Need for improvement in multiple-award contracting policy, B-114807, Apr. 12, 1966
We estimated that increased costs of about $300,000 were incurred by Federal
agencies during the period September 1962 throngh February 1964 in their
purchase of certain felt tip markers from a supplier whose prices were sub-
stantiallv greater than those negotiated with suppliers of two other brands,
comparable in performance. The increased costs that were incurred could
have been avoided if, at the beginning of a new contract period, GSA had
either negotiated a lower price with the supplier of the high-priced markers or,
failing this. had not extended nor renewed the contract with that supplier,
thereby removing that brand of marker from sources of supply a
Federal agencies. GSA stated that under its multiple-award contracting sys-
tem. the contracting officer had no alternative to awarding the contract short
of removiug all markers from the Federal supply system.

We recommended to the Administrator of General Services that GSA revise the
policy governing its multiple-award system of contracting, so that a contracting
officer is not required as a matter of policy to award a contract to, or to extend
or renew a contract with, a supplier with whom he cannot negotiate a reason-
able price. GSA has advised us that the language of the policy statement
quoted in our report was in no way intended to suggest that contracting offi-
cers would, as a matter of policy, enter into contracts at any price without
considering the reasonableness of the price in relation to others offered. How-
ever, GSA did agree to review its cxisting written policy guidance to deter-
mine whether [urther clarification would be desirable.

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Development of certain scientific instruments for the Surveyor project, B-158625,
May 25, 1966

NASA has expended about $3.7 million for the design and development of cer-
tain scientific instruments which were removed from the approved Surveyor
spacecraft paylond after a reduction in the predicted capability of the Atlas/
Centaur launch vehicle required a drastic reduction in the weight of the
spaceeraft instrument payload. On the basis of our review of the manage-
ment of instrumentation development, we believe that a significant part of
these costs were incurred after it became apparent that the use of the instru-
ments was no longer feasible.

We found that NASA had not promptly initiated appropriate studics for estab-
lishing the instrumentation it desired for a lighter spacecraft for the carly
Survevor flights when it was evident that such action was necessary. We found
also that no action was taken to discontinue the development of instruments
for use on a heavier weight spacecraft at the time that data became available
which showed that the reduced launch vehicle performence and the cor-
respondingly reduced instrument payload would apply to all approved flights.

NASA did not agree with our finding. However, we brlieve that if NASA had
taken timely action to suspend or discontinue development of these instru-
ments. expenditures of as much as $2.5 million could have been avoided and
that scientific and technical manpower in both the Government and industry
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could have been released to meet other, and possibly more pressing, demands
at a time when the demand for scientists and engineers exceeded the supply.

Planning for and utilization of automatic data processing equipment, Ames Research
Center, B-154068, May 25, 1966

Ames had in recent years leased computers that had been significantly under-
utilized and, as a result, had incurred relatively high computer processing costs.
We attributed this situation to Ames permitting its various organizational units
to pursuc stparate courses of action with respect to ADP activitics and not
requiring thorough analytical studies which would have served as a basis for
the evaluation and selection of the optimum equipment configuration needed
to meet Center-wide processing requivements.

NASA advised us that it did not agree that unused computer capacity was
avoidable or that the use of only one computer at Ames, il it had been feasi-
ble, would have resulted in cconomics. However, in line with our proposals,
NASA advised us that responsibilities were assigned at NASA Headquarters
for the central management of ADP, instructions were being formulated which
would require management evaluation ol installation effectiveness. and a
¥ * board had been established at Ames te consider all ADP resources and
needs on a Center-wide basis.

PANAMA CANAL COMPANY

Examination of financial statements of the Pannum Canal Company for fiseal years
1965 and 1964, B-114839, Apr. 21,

We expressed our apinion, that, Sl:bjl.’rt to certain comments regarding the need
to consuder a change in the Company’s drpmrntmn or amortization policy
under any new treaty arrangements, the (um;nn) s financial statements pre-
sented fairly its financial position at June 30, 1963, and 1964, and the results
of operations and the source and ‘lppl:r':lmn of its funds for the fiscal vears
then ended. in conformity with the principles and standards of accounting
presciibed for executive agencies by the Comptroller General of the United
States applicd on a consistent basis,

TENNESSEE VALLEY AUTHORITY
Examination of financial statements for fiscal year 1963, B-114850, Jan. 28, 1966

The veport includes our opinion that the financial statements present fairly the
financial position of the Tennessce Valley Authority at June 30, 1963, and the
results of its operations and the source and disposition of its funds for the vear
then ended, in conformance with generally accepted accounting principles
applied on a basis consistent with that of the preceding year and with appli-
cable Federal laws.

VETERANS ADMINISTRATION
ries, B-133044, Aug. 18,

Retgg}_ion of land excess to needs at hospitals and domic
5
We expressed the opinion that about 1,200 acres of land with an estimated value
of $44 million at 11 field stations were excess to current or demonsirated future
needs.  Most of the land had been excess for many years, and considerable
sums had been spent for maintenance. After our field reviews, the VA estab-
lished additional controls over the management of its landholdings. As a
result, lands at many ficld stations not included in our review were being con-
sidered by VA for disposal action.
In commenting on our findings, the VA stated that it did not agree that the 1.200
acres of land at the 11 field stations were being retained unnecessarily, The
VA advised us, however, that much of this land was ecither reported to GSA
a5 exXCess; relinqnishcd to the Bureau of Land Management, Department of the
Interior; or being considered [or excess action by the Central Office.  In con-
nection with one tract of land with an estimated value of about $41 million,
the VA advised us that in view of the high land value and the increasing
demand for Federal services in the area, preliminary studies to develop an
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integrated master plan for the use of the land were being coordinated with
GSA and the Burcau of the Budget and that, accordingly, disposal action
should not be contemplated until these plans were finalized.,

I'otential savings through use of Government-owned laundry facilities at hospitals
rather than use of contract services, B=133044, Sept. 20, 1965
We estimated that annual savings of about 397,000 at two VA hespitals were
possible through use of Government-owned laundry facilities at the hospitals
rather than the use of contract laundry serviee. The VA hospitals were con-
tracting for their laundry service in compliance with Burcau of the Budget
bulletins which cxpresscd the general Government policy of using private
enterprise rather than commercial-industrial activities of the Government to
provide services for governmental use. The Bureau of the Budget bulletins
provided for exceptions, on the basis of cost, to the general policy; however,
the bulletins required the inclusion of certain cost factors in the cost compara-
bilitv studics which we believed resulted in unrealistic cost comparisons.
The Bureau of the Budget in March 1966 issued revised guidelines for cost com-
parisons.  Subsequently, the VA informed us that it would begin in-house
laundry activities in at least one of the hospitals during fiscal year 1967,

Improvements to be made in administration of employee travel, B-133044, Sept. 30,

L&}

Weaknesses in VA’s administration of employee travel resulted in excessive charges
to duty time and in additional travel costs to the Government.  We found that,
in accordance with VA policy, employees traveling by privately owned vehicles
for their own convenience on official business were allowed driving time rather
than constructive common carrier travel time.  As a result, excess travel time
performed on workdays was charged to official duty rather than to annual leave.
We also found a significant number of errors in employee claims for reimburse-
ment of travel expenses, which resulted primarily iir()m the failure of travelers
to adhere to established requirements. For ple, t lers submitted in-
correct or incomplete claims, used unauthorized and more costly transportation,
and failed to charge to leave the time spent in travel for pcrsonai reasons.  In
response to our proposals, VA revised its policy to require that travelers be
charged with annual leave when travel time exceeds that required by common
carrier and increased its internal audit activity in the area of employee travel.

Examination of financial statements of Veterans Canteen Service for fiscal year 1965,
B-114818, Jan, 4, 1966

We expressed our opinion that the financial statements presented fairly the finan-
cial position of the Veterans Canteen Service at June 30, 1965, and the results
of its operations and the sources and application of its funds for the year then
ended, in conformity with generally accepted accounting principles applied on
a basis consistent with that of the preceding year and with applicable Federal

laws.

Efforts to collect debts resulting from default of guaranteed housing loans, B-118660,
Jan. 18, 1966

Principally because of the failure to follow instructions of the Washington Central

Office, five VA regioral offices had not effectively attempted to collect debts

owed to the Government resulting from foreclosures of VA guaranteed mort-

gages. In responsc to our proposals in this report and in a previous report

(B—118660, December 1964) on similar deficiencies in collection practices at

another VA regional office, the VA took certain corrective measures, and we
subsequently noted that debt collection efforts had improved.

Procedures for terminating total disability benefits under National Service Life
Insurance Policies, B-114839, Mar. 10, 1966

We estimated that, if the findings disclosed by our review of selected cases were
representative of VA's actions, additional benefits of about $750,000 were
awarded by the VA during fiscal years 1962 and 1963 because of delays in
terminating disability benefits on insurance policies after the insureds had ap-
parently recovered their abilities to follow substantially gainful occupations.

We expressed the belief that the VA Central Office did not provide sufficiently
specific instructions to the insurance centers and did not adequately review their
operations.  We found also that, although the VA Central Office had, for a
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number of vears, been aware that insureds were being granted benelits for ex-
tended periods alter they were no longer totally disabled, no effective corrective
action had been taken. After bringing these matters to the attention of the
agency, the VA advised that corrective action had been or was being taken and
we_expressed the opinion that such actions would substantially correet the
deficiencies disclosed in our review.

Savings available through utilization of greater quantities of exeess medical equip-
ment and supplies, B-133044, Apr. 21, 1966

We expressed the belief that the VA could have used considerably greater quan-
tities of certain medical equipment and supplies declared excess by another
Government agency than it actually acquired.  Of selected excess items costing
about $2.7 million, about $1.8 million were acquired by varions Government
agencies—including about $430,000 worth acquired by ¥ A—and about $900,-
000 were donated to recipients outside the Government.  We expressed the
opinion that a significant quantity of the £900,000 worth of donated items could
have been used throughout the VA hospital systein and that the VA did not
acquire the maximum useable quantities of the excess items beeause the re-
sponsibility for screening and evaluating excess property for use by the VA was
not centralized and was therefore ineffective.  In response to our proposals,
the VA advised that it had developed procedures centralizing the responsibility
for sereening and maximizing the utilization of excess property.

Eligibility of veterans for total disability insurance, B-114859, June 21, 1966

We pointed out the need for more effective management controls 1o attain com-
phance with regulations and instructions regarding the eligibility requirements
for participation in the total disability insurance programs, Wc expressed the
belief that in 41 cases, or 26 percent of the sample of cases examined by us, the
agency regulations and instructions were not adhered to and that, as a result,
evaluations of insureds’ health were not properly made prior to issuance of the
insurance, or action was not promptly taken to investigate evidence which
strongly suggested that the insurance had been fraudulently obtained.  We re-
ported that VA had agreed that the evidence regarding elegibility for total dis-
ability insurance had not been adequately reviewed in most of the cases ques-
tioned by us and has inforimed us that corrective action had been or was being
taken to correct the deficiencics disclosed by our review.

Purchase of title insurance on properties acquired in the State of Florida under the
Loan Guaranty Program, B-118660, June 21, 1966

We found that significant savings could be realized if the St. Petersburg, Fla.,
regional office discontinued the practice of purchasing title insurance on
properties acquired in Florida. 'We proposed that the purchase of title insur-
ance in Florida be discontinued because VA had obtained adequate assurance
of good and marketable title from mortgage holders who conveyed the prop-
ertics to VA upon default of guaranteed loans. We proposed also that the
Washington Central Office (1) make more penetrating evaluations of the rea-
sons offered by certain other regional offices for purchasing costly title evidence
and (2) direct regional offices to confine purchases of title evidence to that
which is absolutely essential,

In response to our proposals, the VA informed us that the purchase of title insur-
ance on_properties acquired in Florida had been discontintied and that only
four regional offices were still purchasing title insurance but that appropriate
plans were being developed to resolve certain problems at these offices in the
immediate future.  We estimated that savings of about $180,000 a year would
be realized as a result of discontinuing the purchase of title insurance in
Florida.

LEGISLATIVE BRANCH

GOVERNMENT PRINTING OFFICE

Examination of financial statements of Government Printing Office for the fiscal year
1964, B-114829, Aug. 31, 1965

In this report we expressed our opinion that the financial statements present fairly
the financial position of the Government Printing Office at June 30, 1964, and
the results of its operations and the sources and application of its funds for the
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vear then ended, in conformity with principles and standards of accounting pre-
seribed for executive agencies by the Comptroller General of the United States
applied on a basis consistent with that of the preceding year except for two
changes in which we concurred.  These changes consisted of (1) putting the
priation for administrative expenses. Public Documents Division, on an
1 basis and (2) increasing the depreciation rates on plant machinery and
cqu t to those vromulgated by the Internal Revenue Service,  The change
in depreciation rates resulted in a deerease of $381,000 in the net gain from
printing and binding operations for the 1964 fiscal year as compared with the
net gain that would have resulted if the depreciation rates had remained
unchanged.

DEPARTMENT OF DEFENSE

SUPPLY MANAGEMENT, REQUIREMENTS DETERMINATIONS

issemblies without consideration of actual

‘aft engine cylinder assemblies, costing more
than $1 million, which excecded all known needs at the time of procur nt.
This nccurred heeause the Aviation Supply Office had projected its require-
ments on the basis of predetermined festimated) usage rates which were
higher than the actual usage rates.  Also, even though it was known that
some cylinder assemblics were to be reclaimed from excess engines, in our
apinion, adequate consideration was not given to the effect that this would
have on the stock pusitiun.

The Navy stated that the action by the Aviation Supply Office was in accord-

ance with procedures in effect at the time but that new Uniform Inventory
Control Point procedures hav e heen established to improve supply man-
agemnent in this area.  Under the new procedures, the predetermined usage
rate for an item will be used initially and will be changed gradually to the
actual rate as information on experienced usage becomes availal

Procedures and practices for terminating procurement of excess missile spare parts,
United States Army Missile Command, Department of the Army, B-156760, Aug.

31, 1965
Our review of procurements of about $612,000 worth of missile spare parts that
were later considered to be excess showed that $154,000, plus an undetermined

portion of $335,000, of the costs incurred could have been avoided had the
Army Missile Command taken appropriate action to cancel or reduce the
precurements in accerdance with reduction in needs.  Proper pr
cancell 1 actions were not taken beeanse of a lack of adequate miss
mand instructions to the supply commodity managers to implement the broad
Army policy that, when determinations are made that quantities
un procurement are no longer needed because of reduced requivements, the
procurements be reduced or eanceled if this can be done cconomically. In
none of the cases we reviewed did the supply commaodity managers make com-
parison of the costs of canceling the procurements with the costs of accepting
and holding the parts for possible future needs.

The Army agreed that there had been deficiencies in procedures and practices

for terminating procurement actiens and advised us that the Missile Com-
mand had been directed to amend its procedures to more clearly state the
information to be exchanged between the supply commodity manager and
the contracting officer.

Procurement of fault locating indicators for the Nike Hercules Guided Missile,
Department of the Army, B-157274, Oct. 20, 1965

The Army Missile Command was in the process of procuring, at an estimated

cost of $1.4 million, an additional quantity of a fault locating indicator (an
item of test equipment for the NIKE HERCULES guided missile) although
those previously procured and issucd to the troops were not being used.  The
Missile Command planned this procurement without being aware that field
experience over a period of several years had demonstrated that other testing
equipment, which had been in use since prior to the initial issuance of the
fault locating indicators, was serving the users’ needs. A survey by the manu-
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facturer’s representatives—about a vear prior to the plan to procure the
additional quantity—had shown that 74 pereent of the assigned indicators were
nit being used—some had not even been uncrated—and that the remaining
26 percent were being used only occasionally.  After we brought this matter
to the attention of the Missile Command, the procurement in process was
canceled.

We recommended that the Army establish procedures to provide that (1) volume
procurement of major items of equipment be based on requirement determina-
tions properly confirmed by the applicable using forces or the principal using
command, and (2) using commands promptly advise the commodity managing
command i equipment issued or planned for issue is not needed or is not
fully utilized. In reply the Army expressed its beliel that the existing pro-
cedures are in consonance with our recommendations and that despite the facts
in this case, with which it agreed, the existing procedures were basically sound.

SUPPLY MANAGEMENT, MANACGEMENT OF EXCESS STOCKS

Failure to recover needed aircraft parts previously determined to be Government
surplus, Department of the Army, B-136733, July 15, 1965
The procedures of the Army Aviation Materiel Command were not eflective
for recovery of aircraft parts previously authorized for disposal when the parts
were later found to be needed.  Such parts were being recovered only when
need arose within 13 days after disposal had been authorized. We pointed
this out to the Command and. as a result, the procedures were revised to
provide for recovery of parts within a 9-month rather than a 15.day period.
This led to the immediate recovery of about $183,000 worth of parts and a
later recovery of 92 additional parts of undetermined value, The Gommand
further strengthened its procedures by a machine accounting program which
will alert supply analysts, as soon as a requirement occurs, to the need for
initiating recovery action,

Shipment of excess aeronautical spare parts to Oklahoma Cit: Air Materiel Area by
Air Force Rascs, Department of the Air Force, B-133019, “ug. 12, 1965
About $390,000 of transportation and handling cosis were incurred in 1963
because Air Force bases made about 26,000 shipments of excess aeronautical
spare parts to Oklahoma City Air Materiel Area rather than disposing of the
excess parts locally. These shipments were made becanse (1) Oklahoma City
commodity management officials had not dirccted the bases to dispose of
the excess spare parts locally, (2) Air Force bases failed to dispose of the
excess spare parts locally even when directed to do so by commodity manage-
ment officials, and {3) there were certain deficiencies in the Air Foree regu-
lations governing disposals,
The Air Force advised us that, subsequent to the period covered by our review,
elecironic data processing capability had increased throughout the Air Force
and that Air Force activities had acquired a means of reporting local excesses

to the appropriate Air Materiel Avea and ol receiving disposition instructions
within 14 days.

Rcltgglsinn of obsolete telephone eable, Depariment of the Army, B-156531, Aug, 12,

We found that the Army was retaining about 55 million feet of telephone cable
which became obsolete in 1962 and should have been disposed of.  We pointed
out that retention of the cable denied to the Government use of funds rang-
ing from $450,000 (value as scrap copper) to $2.4 million (value as cable}
at current market prices. This was resulting in increased interest costs to
the Government ranging from $16,000 to $88,000 annually. After we brought
this matter to its attention, the Army Electronics Command initiated action
to dispose of the cable and, in addition, issued instructions implementing an
Army regulation regarding the orderly and economical phasing of items into
or out of the supply system,

Potential savings through use of an oversupply of stabilator assemblies for F—4 air-

craft, Department of the Navy, B-152600, Sept. 30, 1965
The Navy had excess F-4 aircraft stabilator assemblics on hand which could
have been provided either to the airframe manufacturer for use in production
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of new aireraflt or to the Air Foree to satisly its needs for spare parts. Breause
of innccurate stock records, the Navy was not aware it had excess assemblies
on hand.  After we brought this matter to its attention, the Navy arranved
to transfer 16 stabilators to the airframe manufacturer and 2 1o the Air
Force. The transfer avoided procurement costs of about $702,000, The
Mavy also took action to improve the accuracy of its stock records.

Potential savings through improved management of ammunition, Department of
Defense, B-146917, Apr, 29, 1966

The Army authorized the procurement of .22-caliber and 90-millimeter ammuni-
Y P

tion although the Marine Corps had substantial quantities of these tvpes of
ammunition which were excess to its current needs.  After we brought this
matter to the attention of the Army, ammunition valued at about $713,000
was transferred frum the Marine Corps and procurement plans of the Army
were redeced or cancelled. The Deparoment of Defense acknowledged that
the Army had L in authorizing the procurcment of the annmunition without
first determi cordance with interservice policies and procedures,
whether the other services had excesses that could be made available to meet
the Army’s needs.  The Department of Defense stated also that, effective July
1, 1966, ammunition would be included in the mechanized system for integrat-
ing Defense-wide requirements and Defense-wide assets available to meet the
requirements,

Recovery of needed parts from exeess aircraft engines, Department of the Air Force,
B-146730, May 27, 1966

Although the Air Force has placed co

lerable emphasis on the importance
of recovery of parts {rom excess aircralt engines being processed for disposal,
we found that because of errors, oversights, and misunderstandings, needed
parts costing about $872,000 were not listed for reclamation when J37 and
RA3G0 aireralt engines were processed for disposal.  After we brought this to
the attention of the Air Force, parts costing about $213.400 were recovered;
the remainder had alveady been disposed of. The Air Force acknowledged
that the deficiencies we cited had existed and had caused the loss of needed
parts and advised us of procedural changes which had since been made to
preclude recurrence.

EUFPLY MANAGEMENT, 5TOCK RECORDS

Possible savings from improving the management control of projectile fuze covers
and other reusable ammunition components, Department of the Navy, B-146917,

Jan. 28, 1966

The Navy incurred costs of about $218,000 in the 3-year period ended June 30,

1964, because reusable fuze covers were not being returned for reuse or, if
returned, were lost or sold as scrap. We estimated that i h as the
Navy had a continuing need lor these fuze covers, about $595,000 could he
saved in the S-year perind ending June 30, 1970, by establishing effective con-
trols over the return and reuse of such covers. Our review did not extend to
other reusable ammunition components. However, we did note that the
user installations were failing to return many of such items. We recommended
that the Navy develop and implement appropriate accounting controls over
the issue and return of reusable ammunition components and establish sur-
eillance over the operation of such controls to ensure their effectiveness.

v
In March 1966, the Navy advised us that the Navy Auditor General would con-

duct a service-wide audit of the Navy's ammunition supply system and that the
audit would include a review of the adequacy of existing accounting procedures
for control and surveillance,

Management of inventories by the Army Map Service, Washington, D.C., Department
of the Army, B-1250356, Mar. 11, 1966

212

Of a total of §1.1 million invested in inventory of map-making and other sup-

plies, about $700,000 was excess to the current needs of the Army Map Service
at the time of our review. The accumulation of unneeded supplies was parti-
cularly significant because the excess inventory included substantial quantities
of film and photographic supplies which deteriorate if stored too long and
some of the supplies had already been on hand for periods longer than those



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966—Continued

recommended.  We found that a combination of (1) inaccurate stock records,
{2} iacorrect usage data, and (3) unnccessarily high stock levels had been a
major factor contributing to the accumulation of the excesses.  We brought our
findings to the attention of the Department of Defense and vointed out that
reductions in the inventory could produce savings not only by decreasing losses
through deterioration and obsolescence but also by reducing storage and han-
dling costs.  We were subsequently advised that corrective measures had been
taken to maintain the inventory at the minimum consistent with mission re-
quirements.

SUPPLY MANAGEMENT, GENERAL

Readiness of combat and combat support equipment assigned to the 2d Marine Divi-
sion and Force Troops, Camp Lejeune, N.C., United States Marine Corps, Depart-
ment of the Navy, B=146832, Sept. 20, 1965

We found the combat and combat support equipment assigned to the 2d Marine
Division and Force Troops to be in a substantially more favorable state of
readiness than we had found to be the case with respect to similar equipment
assigned during fiseal year 1962 to the 3d Marine Division {Reinforced) sta-
tioned at Okinawa. OQur findings in the earlier review, reported to the Con-
gress in October 1963, indicated that large guantities of combat eauipment
were out of service for repair for extended periods and that the unsatisiactory
condition was attributable to inadequate emphasis on maintenance within the
3d Marine Division and to shortages of needed repair parts.

The significant improvement we found in the 2d Marine Division and Force
Troops was due in part to the increased emphasis placed by top inanagement
of the Alarine Corps on the review and evaluation of equipment status reports
and to the attention that has been directed to the day-to-day condition of the
equipment.  As a result, there has been a greater awareness by Marine Corps
personnel of the need for more effective maintenance and spare pares support.

Army aircraft grounded because of lack of required repair parts, Department of the
Army, B-157373, Nov. 29, 1965

Army reports showed that, in the 18-month period October 1962 through March
1964, an average of 437 aircraft (worth about $82 million) were in a grounded
status because repair parts were not available when needed. These aircraft
included 518 helicopters and 119 fixed-wing aireraft. We found that the
required repair parts could have been made more readily available through
(1) more cffective action on the part of the Army Aviation Materiel Com-
mand, (2) better guidelines for the initial positioning of stocks in the
system, (3) more effective supply management practices at field installations,
and (4) closer surveillance of open contracts for repair parts to reduce delin-
quencics in delivery by contractors. The Army generally agreed with our pro-
posals for correcting the basic causes of supply shortages.

Equipment modification program for M48A1 tanks, Department of the Army,
B-158572, June 21, 1966

Pertinent cost and other information with respect to the question of whether to
convert used or unused gasoline-powercd M48A1 tanks to the diesel-powered
M48A3 configuration was not presented to top management officials, at the
Army Chief of Staff and Seccretary of the Army level, for consideration when
the decision was made to convert the unused tanks. At the time of the deci-
sion, the Army was rebuilding used tanks and had plans for continuing the
rebuild of those vehicles, On the basis of cost data available at the time, about
$2.3 million could have been saved by installing the diesel engines and other
conversion features during the process of rebuilding used tanks rather than

: the unused tanks. On the basis of costs actually incurred, about

t on would have been saved if used tanks had been converted during

the rebuild process.

We recommended that, when major equipment modifications are to be under-
taken, the Secretary of the Army specifically provide that (1) if a normal
overhaul program is also to be undertaken, Army personuel develop all per-
tinent cost and other factors concerning the alternative of accomplishing the
maodifications at the same time and (2) the data be furnished to top level
Army personnel for consideration in connection with program approval.
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Certain aspects of the supply and maintenance support provided Honest John missile
battalions in Korea, Department of the Army, B-159041, June 28, 1966

This report contains information affecting the national delense of the United

States and has been classified “Confidential™,

Savings that can be attained by rebuilding used motor vehicle tires, Department of
the Air Force, B-159200, June 29, 1966

On the basis of our analysis of the tire-rebuilding statistics for 80 Air Force instal-

lations and our observations of tire inspection and rebuilding practices at 11
of the installations, we estimated that more extensive rebuilding of used motor
vehicle tires by Air Force installations, instead of buying new replacement tires,
would have resulted in savings of as much as $2 million in one fiscal year and
could result in substantial savings in future years. Many used tires were being
condemned when they could have been rebuilt.  Others were being used to
the point where there was insufficient tread remaining to permit rebuilding.
Although the Air Force had established gener:! policy guidance with respect
to tire mainienance, the extent to which the policy guidance had been imple-
mented varied substantially among individual installations.

We discussed our findings with Air Force officials and were informed that appro-

priate action would be taken to provide closer supervision over the inspection
and removal of used tires and to prevent disposal of tires that could be rebuilt.
The Department of Defense brought our findings to the atiention of the other
military departments and requested all commands to give additional attention
to this matter to ensure compliance with applicable policies and technical
publications.

PROCUREMEXNT, NECGCTIATION OF CONTRACT PRICES

Need for improvement in pricing of change orders for construction of naval vessels,
Department of the Navy, B-146990, Sept, 20, 1965

We exar

ed inte the pricing of 110 of the 820 chane= orders issued under a
fixed-price contrnct awarded by the Navy for construction of a nuclear-
powered feet ballistic missile submarine.  We found that the prices nezatiated
for 38 of the "ange orders were about $269.000 more than appeared justified
under the o wstances.  The contractor had proposed, and Navy officials
had accepted, prices which were not based on current cost data, included costs
for work not authorized, and provided insufficient credit for reduced or modi-
fied conwact requivements. The contractor agreed with the facts presented
in our report and acknowledged that overpricing had acrurred in some
instances,  The contractor pointed out, however, that it did not consider its
recorded costs ta be sufficiently reliable to be used as a basis for establishing
change-order prices and that the urgency of the Polaris program called for
instant response by the contractor to changes decided by the Navy without
awaiting issuance of the formal change order.

Inasmuch as we had found, and reported in prior years, deficiencies in change-

order practices at several other privately owned shipyards, we recommended to
the Navy that an examination be made into the prices negotiated for change
orders issued under Navy contracts recently awarded to the principal privately
owned shipvards and that, where appropriate, adjustments in contract prices
be abtained.  In reply, the Navy stated that it was making a reevaluation of
the change order prices in this case and that our recommendation would be
considered in the light of the results of the reevaluation,

Pricing of recorders purchased from Midwestern Instruments, Inc., Tulsa, Oklahoma,
Department of the Air Force, B-146966, Feb. 17, 1966
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The price negotiated by Midwestern, a subcontractor, and Lockheed-Georgia

Company, a prime contractor, was overstated by about $192,800 because the
most recent cost experience was not used as a basis for the price proposal.
This resulted in additional cost to the Government of about $234,600 after
:aking into account charges and profit added by Lockheed. In response to
cur suegestion that appropriate recovery be made, the Air Force recovered
8234623 from Lockheed by offset action. Lockheed appenled this action
o the Armed Services Board of Contract Appeals and hearings were held in
May 1966, At the request of the Air Force, representatives of our Office
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red as witnesses at the hearings. The Board had not handed down its
m at August 31, 1966.

Prices negotinted on selected contracts for ammunition and weapon components, De-
partment of the Army, B=157533, Apr. 21,

We found that two contractors had proposed, and the Government had ae-
cepted, prices that were overstated in velation o cost informa.ion available
to the contractors prior to the time the proposals had been made. As a con-
sequence, the prices of the contracts awarded to these contractars were over-
stated by about $857,000 and $230.000, respectively. Each of the contracts
was awarded alter enactment of Public Law 87-633 and included provi-
sions for price adjustments,  These findings, which resulted from onr selee-
tive exanunation of the contracts, were brought to the attention of the A
and the Army initiated a further and more detailed examination, As a
of its detailed examination, the Army determined that the contract which we
found to have heen overpriced by $937,000 actually had been overpriced by
about §2.8 million. The Army informed us that action was being taken to
obtain appropriate refunds from the contractors.

PROCUREMENT, ADMINISTRATION OF CONTRACT TERMS AND CONDITIONS

Need for postaward audits to detect lack of disclosure of significant cost or pricing
data available prior to contract negotiation and award, Department of Defense,
B-158193, Feb, 23, 1966

We had found. as stated in a number of veports issucd to the Conaress and in
other reports in process. that significant cost information was not d selosed to
Government negotintors although it was available or known to contractors
prior to negotiation of contract prices or prior to the award of the contracts.
As a result, contract prices were increased by the inclusion in price proposals
of estimated costs that were substantially higher than the costs that shonld rea-
sonably have been anticipated on the basis of infermation known to the con-
tractors.  For various reasons, preaward audits, where made, were not effec-
tive in disclosing cost estimates that were excessive in the light of information
available at the time of negotiation and at the time of award of the contracts.

Accordingly, we proposed (1) that the Defense Contract Audit Agency estab-
lish a program for regularly scheduled postaward reviews of sclected contracts,
(2} that contracting officers evaluate the necd for postaward audits of con-
tracts awarded on the basis of certified cost or pricing data which they have
reason to believe may not be accurate, coamplete, or current or may not be
adequately verified; and (3) that the Armed Services Procurement Regula-
tion Le revised to provide that a elause be included, in appropriate circum-
stances, granting the contracting officer the contractual rights to examine rec-
ords, generated during the contract period, considered necessary for veri-
fving that the data submitted and used in establishing the contract price were
aceurate, complete and current at the time of negotiation and award. The
Department of Defense advised us of agreement with the first two proposals
and stated that the third proposal was under consideration by a subcommittee
of the Arned Services Procurement Regulation Committee.

PRoyaltics charged to the United States Government for use by Government contrac-
tors of chemical milling inventions, Department of the Air Force, B-133386,
Apr. 12, 1966

The basic chemical ng invention was developed by a prime contractor of the
Air Force. Inventor laboratory notes, technical reports, and other records of
the contractor showed that the invention was developed to solve a problem
arising in the performance of an Air Force research and development missile
contract. ‘The contractor classified the invention as not being subject to the
patent rights provisions of the contract and the Government was charged
royalties for i*t use, The terms of the contract were subject to varied interpre-
tations but, in our opinion, a reasonable interpretation would have zranted
the Government a royalty-free license to use the invention. At the time of our
review, Government contracts with other firms had been charged royalties
totaling about $500,000, of which an unidentificd portion covered improve-
ment patents of another company whose records were not subject to our
review.
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In response to our findings and our proposal that the matter be settled on
equitable grounds, the Air Force negoriated a settlement agreement with the
contractor., The agreement provides for (1) a rebate to the Government of
8155,000 as scttlement of ene hall of the contractor’s share of the royalties
paid by Government contractors through September 30, 1964, (2) a con-
tinuing rebate of one hall of the contractor's luture share of such rovalties,
and (3) a grant of rovalty-free licenses on certain of the contractor's
inventions.

Because of the varied interpretations of the term “subject invention™ as defined
in the Armed Services Procurement Regulation (ASPR) we proposed that the
patent provision of ASPR be amended to provide a more definitive description
of the term and to establish a presumption that any invention, which relates
to the subject matter of the contract or to work incident to or required under
the contract. is a “subject invention.” We also proposed that consideration
be given to further amend the patent provisions of ASPR to provide that both
the military services and the Comptroller General of the United States have
the right of access to records necessary to determine whether any invention of
a contractor is a subject invention or to determine compliance by a contractor
with the requirements of the patent rights clause. The Department of De-
fense stated that our proposals would be considered by the ASPR Commiittee.
In July 1966, the Department of Defense advised us that the ASPR Com-
mittee considered our proposed definition of “subject invention” as too far
reaching and beiond that for which the Government pays or to which it is
entitled. The Committec agreed, however, with our proposal to provide con-
tracting officers rights of access to records.

in later discussions with officials of the Department of Defense, we were in-
formed that, although our recommendations were not fully accepted, certain
changes had been approved by the ASPR Committee for inclusion in the
ASPR to improve administration of patent provisions of contracts.

Selected overhead costs charged to Government contracts by the Univac Division of
Sperry Rand Corporation, St. Paul, Minn,, Department of Defense, B-146962,
Apr. 21, 1966

About $264.000 of overhead costs charged to Government contracts were found
to be questionable in our opinion. These included (1) plant maintenance
and occupancy costs allocated on the basis of an average cost per square foot
of plant space for its eight plants rather than on the basis of the cost per
square foot of space of the plant where the work was performed ($152,000)
and (2) interest ($29,000) and accelerated amortization of leasehold im-
provements ($83,000) which appeared to be unallowable charges under
pertinent provisions of the Armed Services Procurement Regulation.

The Department of Defense has advised us that it has recovered the interest
charges and that it is seeking an adjustment of charges for the other elements
of overhead.

PRQCURBH.ENT' CONTRACTOR-FURNISHED V5. GOVERNMENT-FURNISHED SUHBSYSTEMS
AND EQUIPMENT

Policy guidance strengthened on direct procurement of components needed by
contractors in production of weapon systems and other major end items, Depart-
ment of Defense, B-158604, Apr. 29, 1966

We had issued to the Congress a large number of reports over the past several
years on reviews of the policies, procedures, and practices followed within
the Department of Defense in determining whether certain components needed
for installation in weapon systems or ulﬁcr major end items being produced
should be purchased by the contractors or purchased by the Government and
furnished to the contractors. (The synop of five such reports, issued in
fiscal year 1966, are presented immediately following.) In these reports we
pointed out the economics that could be vealized in Government procurement
if the Department of Defense and the military services would make greater
efforts to furnish components to contractors in instances where it is feasible and
to the advantage of the Government to do so.

The economies stem from several factors. Purchasing of the components by
the Government provides an opportunity to consolidate requirements for a
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component common to several weapon systems or other major end items and
to take advantage of the lower prices that may be av ailable for purchases in
larger quantities. Inasmuch as military procurement is subject to provisions
of the Armed Services Procurement Regulation which requires the use of formal
advertising procedures designed to obtain full and free competition, unless
specifically excepted by law, the Govermnent is more likely to purchase the
components competitively, thus affording all qualified producers an oppor-
lumly to participate in supplying the Government’s needs.  Also, the furnish-
ing of components to the contractor places the Government in a sound position
to negotiate a lower price for the end item by reducing the profit or fee which
otherwise would be allowed on the contractor's cost of items purchased under
the contract.

The Department of Delense policy guidance, in effect during the periods covered
by our reports, appeared to us to tend to discourage the practice we were
advocating. It gave the military services broad latitude and was variously
interpreted in their implementing instructions. The interpretations ranged
from the position of the Air Force, that components should be Government
furnished to the maximum practicable extent, to the position of the Navy's
Bureaun of Ships, that the furnishing of such items should be “reduced to an
absolute minimum,”

On Oclober 1, 1963, the Department of Defense added new guidance to the
Armed Services Procurement Regulation.  The new provision, as revised De-
cember 1, 1963, contains a policy statement and procedural guidance designed
to L'ﬂl_(:lul'al'-"t. and expand the prﬂl:tl(‘!: of furnishing components to contractors
when the circumstances are appropriate. It also fixes responsibility for deci-
sions and for maintenance of appropriate records to document the basis of
decisions.  We believe that the new guidance represents a significant step
toward realizing more fully the economies which are obtainable by direct
procurement,

Cost of indirect procurement of F~105 aircralt multiple-ejector bomb-rack assemblies,
Department of the Air Force, B-136639, Aug. 12, 1965
The Air Force incurred increased costs of about $727,000 because an airframe
manufacturer purchased assemblies which, in our opinion, the Air Force
could have purchased and furnished to the airframe manufacturer. The
amount of $727,000 represents the profit allowed the airframe manufacturer
on the cost of the purchase.

Potential savings by direct rather than indirect procurement of selected subsystems
for F=4 type of aircraft, Department of the Navy, B-152600, Sept. 21, 196
The Navy allowed an airframe manufacturer about $975,000 in fees for pur-
chasing three subsystems which, in our opinion, the Navy could have purchased
and furnished to the airframe manufacturer.

Costs incurred in procuring MADREC electronic system components manufactured
by Midwestern Instruments, Inec., fromi Lockheed-Georgia Company, Department
of the Air Force, B-146966, Sept. 30, 1965

The Air Force paid Lockheed about $550,000 more for certain components pur-
chased by Lockheed for use in production of the MADREC systems than it
would have paid if it had purchased the components direct from the manu-
facturer and furnished them to Lockheed. In our opinion, direct purchase
by the Air Force would have been feasible. The amount of $550,000 repre-
sents profit allowed Lockheed on the purchase cost plus an allocation of Lock-
heed’s indirect expenses.

Potential savings by direct rather than indirect purchase of selected major subsystems
for A-BA type of aircraft, Department of the Navy, B-157137, Oct. 22, 1965

The Navy allowed an airframe manufacturer about $250,000 in fees for pur-
chasing two subsystems which, in our opinion, the Navy could have purchased
and furnished to the airframe manufacturer.

Potential savings through direct procurement of ion of
variable timing fuzes, Department of the Navy, ]]—1‘12977 Fcb 23 1956

The Navy incurred increased costs of about $421,000 because the contractor
was authorized to purchase certain components whlch, in our opinion, the
Navy could have purchased and furnished to the contractor. The amount of
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$421,000 represents the profit allowed the contractor on the cost of the
purchase,
PROCUREMENT, GENERAL

1 related spare parts by the

United States Marine Corps, Department of the Navy, B-138482, June 3, 1966

We found a diffusion of responsibilit

in the management and supervision of
major equipment procurement programs.  Because of this diffesion, 234 new-
type cargo trucks costing about $1.8 million, purchased for use by eround sup-
port clements of four Mavine Corps air units, were delivered without combat
essential spare parts.  As a result, the readiness of the four units was ailected
for a period of 14 months after delivery of the trucks. During this period the
units were required to use old, deteriorated trucks while the new trncks re-
mained in storage. There were five separate management organizations in-
volved in the procurement of the trucks—three in the Navy, one in the Marine
Corps, and one in the Army. A lack of coordination among these organizs
tiuns resulted in the procurement of the trucks without concurrent procure-
ment of spare parts. The omission was not detected until delivery of the
trucks was imminent.

The Navy concurred in our findings and advised us that a proposal was being

considered to give the Commandant of the Marine Corps the total respon-
sibility for all aspects of procurement of combat-type cquipment for Marine
Clorps use, including concurrent delivery of spare parts.  In order that there be
adequate management control within the Marine Corps, we recommended
to the Commandant that the basic responsibility for the coordination and
supervision of major cquipment programs be assigned to a specific orzanization.

MANPOWER, MILITARY PAY AND ALLOWANCES

Need for improved administration of allowances paid for uniforms of cadets in the

Reserve Officers” Train

1g Corps, Departments of the Army and the Air Force,

B-153785, Sept. 30, 1965

The allowances paid by the Army and Air Force to civilian schools for uni-

forms worn by cadets enrolled in the basic course of the Reserve Officers'
Training Corps (ROTC) were in excess of the cost of furnishing uniforms
from mulitary stocks, We estimated that, in fiscal year 1963 alone, the
difference in cost was about $365,000. We found, also, significant differ-
ences in the policies of the Army, Navy, and Air Foree which resulted in in-
equities among  participating schools and among individual memb of
ROTC units.  The Secretary of each of the military departments is authorized
either to pay participating schools a clothing allowance (generally known
as commutation) or to issue them uniferms-in-kind. The Air Force encour-
aged the schools to accept commutation and most schools agreed.  The Army
permitted the schools to make the choice and most schools elected to receive
uniforms-in-kind for basic-course cadets. The Navy issued uniforms-in-kind
for all ROTC students and did not pay commutation. Army and Air Force
policies and procedures also differed significantly with respect to the iatitude
allowed the schools in their use and administration of the commutation pay-
ments made to them. These differences among the services appeared to be
unnecessary and were confusing, particularly since many schools have ROTC
programs for two or all three of the services.

In response to our recommendations, the Department of Defense reduced

the commutation rate to the approximate cost of furnishing uniforms-in-kind
and provided guidelines to avoid differences in policics among the military
departmunls.

Collection of excess-weight costs incurred in shipping houschold geods, Department
of the Army, B-146911, Aug. 12, 1965
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Military personnel are entitled to have their household goods shipped at Gov-

ernment expense, subject to certain conditions and weight limitations, when
personnel are transferred from one duty station to another. Regulations re-
quire the Government to pay to carriers the full amount of the bill for trans-
portation of household goods and to recover, from the military personnel in-
;:c.lw:red, that portion of the cost which applies to weight in excess of prescribed
mits,
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We found that the Army Finance Center, which has responsibility for billing
and collecting excess-weight costs incurred by Army and Air Force person-
nel, was not making proper collections for excess-weight charges. We esti-
mated that, with respect to about 4,100 shipments of houschold goods in
calendar year 1962, excess-weight charges of about $266.000 were not col-
lected and overcharges of about $41,000 were erroneously collected from
military personnel.  This occurred because procedures for identifying over-
weight shipments were inefective; controls over collections for identified
excess-weight cases were inadequate; clerical errors remained undetected as
there was no provision for verifying accuracy of computations; and supervisory
review was inadequate.

In response to our proposals for corrective action, the Army instituted a review
of this area of operations and provided more detailed instructions to its ex-
aminers and strengthened supervision of their work. The Army also stated
that it would continue to monitor excess-weight determination and collection
operations and would take such further remedial action as might be needed.

Need for increased use of quarters in Air Force-leased hotels by military personncl
on official duty in London, England, Department of Defense, B-154547 Aug. 18,
1965

We found that hilleting facilities in two hotels leased by the Air Force in down-
town London could, in our opinion, be used to a greater extent by military
personnel on official duty and could result in significant savings of allowances
that are otherwise payable. Personnel without dependents under permanent-
change-of-station orders, upon arrival in or before departure from the London
area, were paid basic allowance for guarters and temporary lodging allowance,
If they had resided in these hotels, such payments would have been avoided.
Also, personnel on official temporary duty received per diem at a rate of
$17; residence in the hotels would have reduced this amount to $8.50. We
estimated that annual payments of allowances to personnel who could be
occupying the facilities in the two hotels could be reduced by as much as
$159,000.

In response to our findings, the Department of Defense stated that in the future,
these [acilities would be used to the fullest extent practicable by personnel on
official duty in the London area. The Department stated further that a
policy change had been effected requiring all unaccompaunied personnel to
reside in these facilities during their periods of temporary duty if space is
available.

Causes for overpayments and underpayments of mileage reimbursements for travel
of service members and their dependents, Department of the Army and Department
of the Air Force, B-125037, Oct. 22, 1965

We found numerous errors by Army and Air Force finance personne! in com-
puting distances for reimbursable travel of service members and their de-
pendents,  (Our review did not include mileage reimbursement payments by
the Navy.) On the basis of our tests of payments made in fiscal year 1963,
we cstimated that overpayments of about $800,000 and underpayments of
about $300,000 had been made in that year as the result of crroneous distance
computations. These erroncous payments resulted from the fact that finance
office personnel at the bases (1) did not compute distances on the basis of
the shortest usually waveled route—generally because of incorrect inter-
pretation or improper application of instructions in the Official Table of
Distances, (2) used an incorrect mode of transportation as a basis for com-
puting distances, and (3, used incorrect locally prepared files of distances.

The Department of Defense agrced with our proposals for strengthening of
internal review procedures in this area of operations and advised us that
each of the three military departments was taking appropriate action,

Improvement in administrative audit of accrued-leave payments 1o reenlistees by
the Finance Center, United States Army, Fort Benjamin Harrison, Indianapolis,
Ind., Department of the Avmy, B-133063, Dec. 14, 1965

As a result of our findings and proposals for corrective action, the Finance
Center improved its techniques for andit of amounts paid military members
for unused accrued leave. The improved techniques provide for (1) com-
paring the number of days charged against accrued leave as shown on the
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individual leave records with the periods for which members were paid in
licu of rations in kind as shown on the military pay vouchers and (2) check-
ing the mathematical accuracy of the entries on the leave records dating back
to the previous settlements for accrued leave. These techniques had previ-
ously been used by the Finance Center but were discontinued in September
1963 when the scope of audit was reduced. We estimated that overpayments
which were undetected because of the reduced scope of audit amounted to
about $520,000 in the period from September 1963 to April 1965,

Potential savings through improved management controls aver allowances paid to
members of shore patrols, Department of the Navy, B-146729, Dec, 17, 1965

We made a follow-up review of allowances paid to members of shore patrols.

In our report on an carlier review, submitted to the Congress in May 1962, we
stated (1) that we had found a widespread practice by members on temporary
shore patrol duty of submitting fraudulent claims for lodging allowances and
(2) that unnecessary payments of lodging and subsistence allowances were
being made because shore patrol memkers were not required to use available
Government quarters and messing facilities. On the basis of that report, the
Navy took action to improve its procedures and controls. Our follow-up
review covered payments made to shore patrol members on duty in the Boston,
Massachusetts, arca and in Hong Kong, We found substantial improvement
in the Boston arca. However, the situation in Hong Kong indicated a need for
considerable improvement in management controls. About $94,000, of the
$126,000 paid in the period June 1963 through December 1964 for lode-
ing and subsistence allowances, could have been saved had the Navy re-
quired the shore patrol members to use Government quarters and messing
facilities available on ships. The Navy agreed with certain proposals we
made and stated that corrective action was being taken to improve admin-
istration of lodging and subsistence allowances paid to military personnel
assigned to shore patrol duty at overseas locations.

Management and utilization of Capehart, Wherry, and other Government-owned
family housing, Department of the Army, B-133102, Mar. 24, 1966

Available Tamily housing at Army installations remained vacant or was used

for other than its intended purpose while military personnel were being paid
quarters allowances to provide their own housing.  This increased annual ex-
penditures for quarters allowances by about $3 million. Officials did not {1)
control the time taken to prepare housing for reoccupancy, (2) maintain
complete listings of eligible personnel, (3) direct eligible personnel to occupy
available housing, and (4) redesignate excess officer housing to meet needs
of enlisted men.

The Deputy Assistant Secretary of Defense (Family Housing) generally con-

curred with our proposals and outlined to us a series of corrective actions.

MANPOWER, GENERAL

Assignment of enlisted personnel to nonmilitary activities, Department of Defense,
B-146890, Dec. 27, 1965
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Department of Defense policies in general state that civilians will be used in posi-

tions which do not require military personnel. We found, however, that the
Army, Navy, and Air Force were using enlisted personnel in such nonmilitary
activities as officers’ and noncommissioned officers’ clubs, hobby shops, bowling
alleys, gol courses, and commissary stores. We estimated that about 9,000
enlisted personnel, whose annual pay and allowances totaled about $40.5 mil-
lion, were being used in nonmilitary activities. After completion of our review,
the Secretary of Defense initiated a program for reassigning to military duties
those personnel who were assigned to noncombat, support-type activities.

On July 15, 1966, the Chairman, Subcommittee on Mang , House C

tee on Post Office and Civil Service, announced that he had been informed
by the Assistant Secretary of Delense for Manpower that the Department of
Defense was in process of replacing about $,500 military personnel with
civilians in commissary stores, officers’ clubs, bowling alleys, golf courses,
theaters, etc,, and that this substitution was in addition to a program, started
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last year largely at the request of the Subcommittee, whereby 74,000 military
personnel were being replaced in support-type jobs with 60,500 civilians. The
Chairman stated that the Department of Defense expected the substitution of
the 3,500 military personnel with civilians to be completed by December 1967
and that, at that time, a review will be made to determine the need for continu-
ing the use of military-trained personnel in about 10,800 other civilian-type
jobs in commissary stores and in welfare and recreation activities. The Chair-
man pointed out that this action reflects the results of the General Accounting
Office study and the continued eflorts of the Subcommittee.

Reemployment leave travel benefits granted certain civil service employees in States
of Alaska and Hawaii, Department of Defense and other Government agencies,
B-122796, Apr. 21, 1966

The Government pays the expenses of round trip travel of certain employees and
the transportation of their families from their posts of duty in Alaska or Hawaii
to their designated residences, at time of appointment or transfer, for the pur-
pose of taking leave between tours of duty, Many employees were obtaining
these benefits although they had lived for many years in, had registered to vote
in, and had bought homes in, Alaska or Hawaii. Under existing law nonres-
idents at the time of appointment or transfer are permanently entitled to reem-
ployment leave travel benefits. We recommended that the Bureau of the
Budget specify criteria for determining “actual residence at time of appoint-
ment or transfer” and determining entitlement to reemployment leave travel
benefits.  We suggested also that the Congress may wish to consider legislation
providing for discontinuing such benefits when no longer appropriate.

SUFPFORT SERVICES

Use of Government-owned aireraft by the Army Mobility Command and Army
Tank-Automotive Center, Department of the Army, B-156819, July 26, 1965

The Command and the Center were operating two Government-owned aircraft
for transportation of their personnel. The annual cost of operating the air-
craft was about $138,900 higher than the cost of available commercial air
transportation. The stated reason for retention of the aircraft was that urgent
mission demands could not be satisfied by commercial transportation because
of timing requirements or the locations involved. However, our review of the
flights for a G-month period failed to disclose any instances where the flights
were of an urgent nature. On the contrary, the flights were nonurgent and
involved destinations served daily by commercial airlines. In response to
our findings, the Army directed the withdrawal of the two aircraft and as-
sociated operating personnel.

Questionable need for purchase of commercial computer time by the Air Force
Cambridge Research Laboratories, Bedford, Mass., Department of the Air Force,
B-146981, Aug. 19, 1965

Since 1962, the Cambridge Rescarch Laboratories have been purchasing com-
puter time from an outside commercial company although sufficient time
has been available on computers leased by Lincoln Laboratory, a Government-
owned contractor-operated installation in the same locality—within abeut one-
half mile. We pointed out that this practice had resulted in additional costs
of about $363,000 during the period from July 1962 through May 1965. In
commenting on our findings, the Department of Defense acknowledged that
some economies could have been achieved by Cambridge through use of Lin-
coln's computer facilities during the period covered by our review but that,
on the basis of an Air Force study, only a limited amount of time could now—
or in the foreseeable future—be made available to Cambridge.

We questioned the adequacy of the Air Force study and recommended that the
Department of Defense direct a reexamination of the factors considered by the
Air Force in arriving at its decision. We also recommended that existing di-
rectives and instructions of the Department of Defense be amended to require
that activitics of the Department of Def use any ilable and suitable
data processing equipment, owned or leaszd under the cognizanca of the De-

221



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE

CONGRESS DURING FISCAL YEAR 1966—Continued

partment, before authorizing the purchase of computer time from commercial
sources.

In October 1963, the Department of Defense replied to these recommendations.

The Dl:;mrllm:nt stated that it fully supported the computer-sharing program
and the desirability of achieving maximum feasible utilization of current re-
sources before contracting with commer sources but that a reexamination
of the current factors involved in the Cambridge case showed that the con-

clusion of the Air Force, with which the Department concurred, was sound.

Potential savings by reducing the packing requirements for mattresses shipped within
the United States, Department of Defense, B-14677%, Aug. 19, 1965

On the basis of information developed in our review of packing requirements

established by the Department of Defense for the transportation of house-
hold goods of its personnel, we are of the opinion that savings of about $1
million a year could be realized by reducing the packing requirements appli-
cable to mattresses shipped within the United States. Mattresses were
required to be packed in cardboard cartons even though carriers offered

lighter weight, less expensive paper covers which would adequately protect
the mattresses.

We recommended that the Military Traffic Management and Terminal Service

be directed to study the feasibility of using less expensive covers offered by
carriers.  After some preliminary studics of the matter, the Military Traffic
Management and Terminal Service, with the participation of eight military
transportation offices, undertook a study on July 1, 1966, to evaluate the
relative merits of paper bags and cartons as packing materials for shipment of
mattresses and box springs.

Transpartation of privately owned vehicles on loreign-llag vessels, the Military Sea
Transportation Service, Department of the Navy, B-154811, Apr. 21, 1966

Potential savings by buying instead of leasing speci

Qur review showed that the Military Sea Transportation Service of the Navy

paid about $240,000 in fiscal year 1964 to have military scrvice members’
private vehicles transported on ocean vessels of foreign registry although the
law required that the vehicles be transported on United States Government-
owned vessels or by privately owned American shipping services.  Prior to
issuance of our report, the Congress passed legislation affecting use of foreign-
flag services. Section 1 of the act of July 30, 1965 (79 Stat. 425) authorizes
the shipment of privately owned vehicles on foreign-flag vessels if American-
or Government-owned vessels are not reasonably available. In view of the
provision of the new law and the difficulties that would he encountered in
identilving all payments made prior to its cnactment, we did not take
exceptions to payments made for the transportation on [oreign-flag vessels
prior to the effective date of the law,

cd (ransporiation equipment,

Department of the Air Force, B=137711, Apr. 21, 1966
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The Air Force expended, during the pevied October 1961 through June 1965,

about $1 million more to lease liquid oxygen and nitrogen transport trailers
from common carriers than it would have expended to purchase and maintain
the trailers. The Air Force had not considered comparative costs before it
made the agreements with the carriers.  The Air Force, while recognizing the
advantages of cost comparisons, and agreeing to revise its transporiation regu-
lations to require a cost analysis when a long-term requirement existed for
specialized transportation equipment, did not agree that the leasing arrange-
ments resulted in aveidable costs in this instance. Tt took the position that
acceptable military desizn trailers could not have been purchased in time to
meet requirements and, since the trailers in its inventory were of military
design, it would not have considered procurement of rommercial design
trailers.  We pointed out that the leased trailers were of commercial design,
that thev were considered satisfactory for their purpose, and that they would
have been equally satisfactory had they been owned by the Government.
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Readiness status of idle ammunition-production facilitics, Department of the Army,

B-138514, June 16, 1966

Our review of the readiness status of sclected idle ammunition-production facil-
ities of the Army, and a broader study later conducted by the Army, indicated
that many of the facilities considered essential for mobilization purposes would
probably not be available when needed. The facilities lacked cquipment,
technical support, subcontractor support, or competent production personnel,
On the other hand, some facilities were maintained in a high state of readiness
without adequate justification and at considerable cost to the Government.
‘This resulted, in our opinion, from a general lack of management attention
to this critical area and the fact that too few qualified persons were assigned
to industrial readiness planning. A low priority had been given to this area
by procurement and contract administration organizations and a comprehensive
review of mobilization capabilities for ammunition preduction had not been
made for some time,

The Arny study team made certain proposals, with which we concurred, designed
to improve readiness status of the production facilities.

FACILITIES AND CONSTRUGTION

Need for current evaluation of available community housing prior to construction

of military housing, Department of the Navy, B-146987, Nov. 29, 1965

Savings in military housing construction expenditures may be realized by recval-
uation of available housing in the community prior to award of a consiruc-
tion contract in those cases where there has been a delay since the need for
the project was determined. Had this been done by the Naval Supply
Depot, Mechanicsburg, Pennsylvania, belore award of a construction contract
it would have been found that use of vacant housing repossessed by the
Federal Housing Administration could reduce the construction program by
about $1 million (61 military family housing units). The construction con-
tract was awarded in May 1964 on the basis of a survey made in Febroary
1963 which indicated that sufficient adequate housing was not available.
Consideration was not given to the changes in the housing situation between
February 1963 and May 1964,

Operation of a dairy farm by the United States Naval Academy, Annapolis, Md,,
Department of the Navy, B-136167, Mar, 23, 1966

In response to a request from Congressman Charles McG. Mathias, Jr., we
undertook a review of the operation of a dairy farm by the United States Naval
Academy. However, because the matter related to the general policy of the
Government in conducting activities to produce supplies available from private
enterprise, we reported our findings to the Congress.

The records maintained by the dairy indicated that the cost to the Government
for milk and milk products obtained from the Academy dairy was less than
the prices charged other Government activities by commercial sources. We
found however, that certain additional adjustments to the dairy costs were
necessary to reflect the true cost to the Government. For example, adjust-
ments were necessary for interest cost to the Government on the funds in-
vested in the dairy, for certain salaries, and for Federal payments to a iocal
school district which provided education for children of the dairy’s employees.
We estimated that, taking these adjustments into account, annual savings of
about 84,000 would be realized if the dairy were sold and the Academy
obtained the needed milk and milk products from commercial sources. We
proposed that the Navy consider disposal of the dairy. The Navy agreed
and stated that the dairy would be phased out under a plan which would
produce a minimum impact on the local farm community.
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Potential savings by consolidation of ficld organizations and facilities for recruiting
military personnel, Department of Defense, B-157371, June 3, 1966

Millions of dollars could be saved annually if the separate field recruiting or-
ganizations and facilitics of the four military services were consolidated.
Consolidation would also help achieve the purpose of the President’s new
program for improving and facilitating communications with the public.
Each of the services canvasses the entire country through separate networks
of many hundreds of branch stations. This results in substantial duplica-
tion of expense for office space and equipment, utilitics, personnel, motor
vehicles, and recruiting forms.

We brought our findings to the attention of the Department of Defense and
were advised that a Defense-wide study was underway to develop plans for
relocating and combining separate recruiting offices to the extent practicable
and to identify appropriate geographical areas for conducting a test of the
consolidation of recruiting offices.  The Department informed us also of action
taken to further combine and unify physical examining, mental testing, and
enlistment processing functions within the military services.

We recommended to the Secretary of Defense that the contemplated field test bhe
undertaken and completed as expeditiously as feasible. We requested that
the Secretary of Defense furnish us with the results of the study as well as the
results of the field test to be made of the consolidation of recruiting offices.

INTERNATIONAL ACTIVITIES

AGENCY FOR INTERNATIONAL DEVELOPMENT

Audit of loan program financial statements for fiscal years 1962, 1963, and 1964,
B-133220, Mar. 11, 1966
Our review of the Agency for International Development Loan Program finan-
cial statements for loans made to foreign countries encompassed over one
thousand signed loan agreements totaling about §12 billion and having an
outstanding balance on June 30, 1964, of about $7.4 billion. We found
that the Agency’s accounting and financial management system has a number
of significant weaknesses and does not comply with the accounting principles
and standards prescribed by the Comptroller General.
As a result of our recommendations, the Agency has taken or is in the process
of taking certain corrective actions for improvements in their financial man-
agement system for these loan programs,

DEPARTMENT OF DEFENSE
MILITARY ASSISTANCE PROGRAM

Need for improvement in supply support for aireraft under the military assistance
program for the Republic of China, B-125087, Feb. 23, 1966

Our review of supply support furnished under the military assistance program
for the Chinese Air Force disclosed that there was a need for improvement
in the supply of vital aircraft parts. This condition resulted from (1) the
failure of Chinese supply personnel to order sufficient quantities of parts
and to process priority requisitions in a timely manner, and (2) the failure of
the United States Air Force supply personnel to process priority requisitions
in a timely manner.

Following our recommendations, the Department of Defense advised that neces-
sary rorrective actions had been taken or were being taken by the Depart-
ment of the A Force and the Military Assistance Advisory Group in the
Republic of China.
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Patential savings to be realized by providing Gevernment quarters in lieu of payment
of quarters allowances to United States military personnel in Taiwan, B~157995,
Mar. 2, 1966

Our review of the policies and practices of the Department of Defense relating
to the payment of allowances for quarters to United States military personnel
(including the Military Assistance Advisory Group) living in housing facili-
ties owned by the Republic of China disclosed that potential savings of up to
$615,000 a year could be realized in the payment of allowances for quarters.
In our opinion, these savings could be made if the United States were to
arrange with the Republic of China that it provide the facilities to United
States personnel as Government quarters in kind or, as a less desirable alterna-
tive, that the United States lease or otherwise acquire control of the facilities
and provide them to military personnel as Government cuarters. Such an
arrangement would obviate the need for payment of quarters allowances.

Review of air defense equipment furnished to and procured for the Republic of
China under the military assistance program, B-125087, June 3, 1966

Our review disclosed that the Chinese Army ordnance missile support unit had
about $450,000 worth of items which were excess to the support units’ then
current needs.  These excess items accounted for over 37 percent of the inven-
tory of high-value items.

We found that there was a need for increased continuing efforts by United
States advisory personnel in identifying spare parts, provided under the
military assistance program, which are excess to the needs of the recipient
country and reporting them for redistribution tc meet other valid requirements.

Review of the military assistance program for India, B-158845, June 3, 1966

Our review indicated that there was a need for improvement with respect to the
progr ing and o z nt of the assistance previously furnished to India
under the military assistance program.

INTERAGENCY PROGRAMS
FOOD FOR PEACE

Questionable grant of corn to the United Arab Republic under title 11, Agricultural
Trade Develog and Assistance Act of 1954 (commonly known as Public Law
480), B-146820, July 16, 1965

The Agency for International Development (AID) granted about 186,000 metric
tons of corn costing over $23,700,000 1o the United Arab Republic {UAR)
on the basis of representations made by the UAR that a famine would occur
as a result of crop failures. The grant was made without adequate verifica-
tion by AID of the actual need for the requested assistance and official statistics
of the UAR showed that their corn crop had not failed. In addition respon-
sible United States agencies did not check on the distribution of 85 percent
of the corn and do not know whether this guantity of corn ever reached the
intended recipients.  The limited distribution checks which were made dis-
closed that substantial quantities, which the UAR had agreed to give to needy
people, were sold.

We recommended to the Congress that consideraiion be given to enacting
legislation which would require that commodities be donated under title 11
of Public Law 480 only upon a certification by the United States Chief of
Mission that he has verified the need for such commodities or upon the deter-
mination by the Sceretary of State that such food donations are in the interests
of the United States; also, that the Congress may wish to consider whether it
would be more appropriate to require that the expenses of providing surplus
agricultural commodities to foreign governments to meet United States foreign
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policy objectives be met from appropriations made available to the Depart-
ment of State or the Ageney for International Development, rather than from
Department of Agricullure appropriations.

Displacement of Lommf.,rcml dollar sales of tallow to the United Arab Republic,
B-156922, july 20,

United States commercial dollar sales of tallow to the United Arab Republic
(UAR) have been displaced by sales of surplus tallow for forcign currency
under title I, Agricultural Trade Development and Assistance Act of 1954,
We estimated that commercial sales totaling about $5.5 million were displaced
between 1962 and 1964 and that under existing agreements, additional sales
were likely to be displaced in 1965, This situation resulted because United
States agencics made increasing amounts of title I surplus tallow available
without establishing realistic commercial import requirements for the UAR.
Commercial import requirements are specified in each Public Law 480 sales
agreement as a means of ensuring that title I sales do not displace normal
comumnercial sales,

We suggested that the Congress may wish to clarify the provisions of Public Law
480 to express more specifically its intentions regarding the displacement of
United States commercial sales by Public Law 480 programs for foreign policy
considerations,

Significant dollar savings available in financing foreign sales agents’ commissions
on surplus agricultural commodities exported under title I, Agricultural Trade
Development and Assistance Act of 1934, B-146820, July 23, 1965

Our review disclosed that the Commodity Credit Corporation had been expend-
ing dollars to finance commissions paid by United States exporters to their
foreign sales agents for services performed in connection with sales of sur-
plus agricultural commodities under title I, Public Law 480. These commis-
sions, in most instances could have been paid by the exporters from proceeds
of the title T sales in the local currencies of the importing countries and need
not have been financed by the Corporation.

In line with our proposal, the Department of Agriculture, in January 1966, in-
stituted new procedures which require that foreign sales agents, having a place
of business in the importing country receiving a particular title I commaodity,
be pail sales commissions in the currency of the importing country, vather
than in dollars.

We estimate that the Department should achieve savings in dollar expenditures
of about $1.2 million annually, if the new procedures are properly implemented
and if sales and sales commissions continued at about the same levels as in fiscal
years 1963 and 1964,

Insufficient amounts claimed from foreign governments for recovery of ocean trans-
portation costs financed under the Agricultural Trade Development and Assistance

Act of 1954, B-152538, July 30, 1965

The procedure followed by the Department of Agriculture for determining
amounts due from foreign governments for ocean transportation costs financed
in dollars on shipments of smplus agricultural commaodities under titles T and
IV, Public Law 480, resulted in foreign governments' paying less than their
proper share of such costs. We estimated that the United States Govern-
ment had failed, or would fail, to elaim and recover the equivalent of about
$5.5 million in [oreign currencies under title I agreements and about $175,000
under title TV agreements, includ;ng inlcrcsl, with respect to 5hi| wents made
or to be made on sales agreements entered into through December 31, 1964

As a result of our propesal, the Department took action to revise its procedures
so that foreign governments would be required to pay their proper share on
most future shipments under title T and title IV agreements.  We estimated
titat changes instituted by the Department should save the Government about
§1 million annually.

226



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1946-—Continued

Review of policies and procedures applied in evaluating foreign source components
and barter bids for an undersea cable communications system, B-152980, Jan. G,
1966

The Department of the Air Force, at the direction of the Department of Defense,
awarded a contract for the domestic source procureinent of a communications
system at a price $2.3 million higher than a forcign source bid in arder to
minimize dollar pavinents abroad. Also, the Department of Defense did not
attempt to evaluate another offer of the low bidder to accept surplus agricul-
tural commeodities in partial payment (barter) for the communication system.
Under this offer, the low bidder proposed to sell the commoditics abroad and
use the proceeds to pay his foreign costs. This offer, which was $2,150,000
lower than the successful bidder’s price, was rejected on the grounds that
existing pelicy did not permit consideration of a barter offer from a foreign
source bidder whose dollar bid had been rejected. Had the barter offer been
accepted under arrangements that would not result in a significant reduction
of commercial United States agricultural exports, substantial financial ad-
vantages would have been realized by the United States.

Certain special aspects of food distribution under title II1 of the Agricultural Trade
Development and Assistance Act of 1954, B=157846, Jan. 17, 1966
In a classified report, which received limited distribution because of the sensi-
tivity of the matters discussed therein, it was disclosed that certain food dona-
tions made in a forcign country under the provisions of title I1I of the Agricul-
tural Trade Development and Assistance Act of 1954, were not made by a
voluntary reliel agency in accordance with authorized distribution plans.

Effects of foreign currency sales on commercial sales of wheat to the United Arab
Republie, title T of the Agricultural Trade Development and Assistance Act of
1954, B-157438, Mar. 11, 1966

Our review disclosed that commercial wheat imports of the United Arab
Republic (UAR) declined significantly as United States Government financed
wheat sales for foreign currency expanded. We believe that the actions taken,
primarily by the Depanment of State, had certain adverse effects because
(1) potential dollar sales in the UAR were not made and this has impaired
efforts to improve the critical balance-of-payments problems; and (2) the
reductions and waivers of requirements for the UAR to purchase specified
quantities of wheat with dollars or oiher hard currencies permitted that
country to conserve a substantial amount of its foreign exchange, which is
another form of economic assistance, However, unlike economic assistance,
it had not been approved by the Congress and it gave the UAR substantial
resources with which to support programs not sanctioned by the United States.

Possible savings in ocean transportation costs for surplus agricultural commodities
donated under titles IT and III, Agricultural Trade Develoy t and Assi €
Act of 1954, B-152538, Mar. 11, 1966

Ocean transportation charges incurred by the Government for the shipment of
agricultural commoditics donated for assistance to needy persons abroad were
increased in some cases because United States agencies did not, by exercising
reasonable traffic management, attempt to take advantage of shipping
arrangements more economical than those used. Under procedures then in
eflect, the Department of Agriculture and each voluntary relief agency made
their own arrangements for shipping donated cornmaodities abroad at Govern-
ment expense. Their usual practice was to ship relatively small quantities
on ocean liners although this practice resulted in higher costs than those
that would be incurred if commeditics were to be accumulated in boatload
quantities and shipped in chartered tramp vessels.

In accordance with our proposals, the Department of Agriculture, the Agency
for International Development, and voluntary reliel agencies, subsequently
cooperated in the consolidation of shipments of donated commodities, and the
Department of Agriculture advised that at least $880,000 had been realized
by the consolidation of these shipments.
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Revicw of the expedited signing of certain agreements under title I of the Agricultural
Trade Development and Assistance Act of 1954, B-158225, Apr. 21, 1966

The Depariment of State and the Ageney for International Development had
made special cfforts to ensuve that agreements for the sale of surplus agricul-
tural commodities to the Republic of Korea and the Republic of China were
signed on or before December 31, 1964,  This enabled these countries to avoid
the effect of newly enacted legislation which required recipicnt countries to
pay foreign exchange costs of ocean freight, starting with agreements signed
after that date.

We estimate that, by signing agreements with the two countries by December 31,
1964, the United States will pay several million dollars in additional dollar
costs fer ocean freight charges over what would have been paid had the agree-
ments been signed on the following day—January 1, 1965--or thereafter.

Management of donated food programs for Mexico under title TIT, Agricultural
Trade Development and Assistance Act of 1954, B~158798, June 30, 1966

Our review of relief programs carried out in Mexico with food donated under
the provisions of title III, Agricultural Trade Development and Assistance
Act of 1954, showed areas in which the programs were administered in a
manner contrary to United States agency regulations and to agreements be-
tween the United States and voluntary relief agencies. Relief programs ex-
panded in Mexico nearly 500 percent between fiscal years 1961 and 1964 and
during this period, Mexico experienced a steady growth in economy and greatly
increased its agricultural production. In fact, Mexico exported the same
kinds of commodities that were being donated under the title 111 program., In
our opinion, these conditions are attributable largely to limitations in staffing
and financial support by distributing agencies, as well as to insufficient support
and recognition of title IIT programs by the Mexican Government. We believe
that there was only limited surveillance of program operations by United
States Government agencies having responsibility for administering the
program.

Following our recommendations, the responsible United States Government
agencies generally agreed that there was a need for corrective action. The
agencies later advised us that for the reasons noted in our report, principally
that Mexico had attained a high degree of economic self-sufficiency and had
been exporting agricultural commodities similar to those donated by the United
States, food donation programs to Mexico had been terminated as of June
30, 1965.

UTILIZATION OF FOREIGN CURRENCIES

Additional income possible by obtaining more equitable rates of interest on United
States-owned foreign currencies, B-146749, Sept. 30, 1965

Large balances of United States-owned foreign currencies were being held in
non-interest-bearing accounts in Korea and thus were not earning interest
income. This income could have been used to offset United States dollar
expenditures for purchases of goods and services in Korea, which averaged
about $34 million annually during fiscal years 1963 and 1964. We estimate
that, from November 1962 to Qctober 1964, the equivalent of as much as
$1.8 million in interest was not realized; substantial additional amounts of
interest could have been realized in prior and subsequent periods.

The Treasury Department and the Agency for International Development ac-
cepted our proposals and advised that United States negotiators had been
instructed to seek more equitable interest rates on United States-owned
Korean won.

Use of dollars rather than foreign currencies to pay United States expenses in the
Republic of Korea, B-157558, Oect. 29, 1965

The Agency for International Development continued to obtain relatively small
amounts of Korean currency (counterpart funds) to meet United States
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needs in Korea despite evidence of congressional intent, leading up to and
including the enactment of the Foreign Assistance Act of 1961, that the col-
lection of such wmounts be increased. Had the collection of "this currency
heen increased during the period February 1961 through October 1961, we
estimate that an additional $25 million in Korean currency would have Deen
available for use, in licu of dollars, to meet United States obligations in that
country and that significant balance-of-payments benefits could have acerued
to the United States. During the fiscal years 1962 through 1964, United
States dollar expenditures for the purchase of goods and services in Korea
averaged over $39 million annually,

We recommended thar the Secretary of State and the Administrator of the
Agency for International Development establish appropriate intradepartmental
procedures providing for the documentation of decisions affecting the use of
foreign currencies abroad.

Suspension of competitive rate accommodation exchange service for United States
Government personne! in Brazil, B-146749, Nov. 29, 1965

The United States failed to realize an estimated $3.5 million in dollar rrrcipls
because of what we consider to have been (1) an unnecessary suspension of
compelitive rate au:ommndat.mn exchange service for United States Govern-
ment personnel in Brazil for a 16-month period and (2) an unnecessary
delay in reinstating such service at the American consulate in Recife, Brazil,
despite instructions to do so from the Embassy in Rio de Janeiro, Brazil,

Because this service was not provided, United States Government personnel in
Brazil spent dollars to buy Brazilian currency (cruzeiros) for their personal
expenses from Brazilian exchange houses rather than from the United States
‘Treasury, thereby adding to the United State: balance-of-payments problem,
Also, the United States owned substantial amounts of cruzeiro funds which
were not being utilized and which could have been used for accommodation
exchange purposes,

In conformance with our recommendations, the Department of State issued in-
structions to 21 posts in countries in which the United States has excess or
near-cxcess foreign currencies and urged intensified and expanded use of
accommodation exchange service for eligible individuals.

DEPARTMENT OF oTATE

Disparities in transporting overseas personnel to and from work, B-156996, July 30,
1965

While one or more agencies at several overseas locations were providing [ree
transportation to and from work to their American employees on the grounds
that there was no practical alternative, other agencies at the same posts were
not providing such transportation and their employees were commuting with-
out using Government-furnished transportation. We found also that a sub-
stantial number of personnel were receiving Government-furnished trans-
portation to and from work daily even though privately owned vehicles of
these employees had been transported to their post at Government expense.
We estimate that this practicc on a worldwide basis was resulting in unre-
covered costs to the United States Government of several hundred thousand
dollars annually.

The Department agreed with our findings and advised that corrective action
was being taken.

Limited success in obtaining contributions for the Binational Educational Exchange
Program, B-145541, Apr. 29, 1966

The Mutual Educational and Cultural Exchange Act of 1961 states that foreign

governments shall be encouraged to participate to the maximum extent feasible

in carrying out the act and to contribute funds, property, and services for

carrying out the purposes of the act. One of the purposes of the act is carried

out by means of the Binational Eduecational Exchange Program. The De-

229



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966—Continued

partment of State, on the wholz, has had only limited suecess thus far in
obtaining financial participation in the Binational Educational Exchange Pro-
eram by other countries, We believe that. in part, there has been a lack of
timely action by the Department, since enactment of the Mutual Educationnl
and Culwral Exchange Act in bl.plcmhrr 1961, 1o encourage p-nrunp.mun by
countrics sharing in the benefits of the program. The limited success in ob-
taining financial participation appears to be Fartiru)nrly noteworthy with
regard to the relatively prosperous countries of Western Europe,

As a result of our review, the Department announced a policy to nurture, de-
velop, and negotiate arrangements wherein contributions by foreign govern-
ments and foreign private donors for financing cducational and cultural
activities will be maximized.

We suggested that the Congress may wish to consider with the Department the
actual success achieved under this new policy and, if needed. to suggest more
specific criteria for expediting financial participation by other countrics to
the maximum extent feasible.

Reduction in dollar outflow possible through more extensive use of American-made
huilding materials in Embassy and related construction projecis, B-138662,
Apr. 29, 1966

Our examination into selected purchases of building materials for embassy and
related construction projects overseas disclosed a number of instances where
forcign-made materials were used in lien of American-made materials. Pur-
chases of foreign-made materials with nonexcess foreign currencies or dollars
have an adverse cffect on the United States balance-ofl-payments.

The Department was in general agreement with our findings and stated that
it had undertaken to review and alter the policies to effect a ereater use of
American-manufactured products within the limits of oracticality in future
contracts,

We suggested that the Congress may wish to consider changing the language used
in the annual appropriation act to the eflfect that the use of forcign currencies
for constructing and operating foreign buildings is made mandatory only
in those instances where such usage will be beneficial to the United States
balance-of-payments.

DEPARTMENT OF COMMERCE

Unauthorized expenditures for the repair and reconstruction of a section of the Inter-
American Highway in the Republic of Costa Rica, B-118633, Oct. 20, 1965

The Burean had made expenditures of about $647,000 and had allotted an ad-
ditional $481,000 of United States funds to finance the cost of certain repair
and reconstruction work on a 68-mile section of the Inter-American Highway
without requiring Costa Rica to bear its proper one-third share of the costs
and without obtaining the required determination from the Department of
State that the country was not financially capable of providing its share of the
cost.

The Bureau advised us that, consistent with our proposal to preclude any further
unauthorized expenditures, action had been taken to make funds available
to complete the Highway in Costa Rica only on the usual matching basis.
This ~ction, with regard to the 481,000 previously allotted on a nonmatching
basis, should result in the reduction of future expenditures of United States
appropriated funds by about $160,000.

POST OFFICE DEPARTMENT

Savings in transportation costs through utilization of United States air carriers rather
than foreign air carriers, B~133083, Oct. 29, 1965

The Department was incurring additional costs for the transportation of letter-
class airmail internationally by using foreign air carriers rather than United
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States air earriers which could have provided generally the same service at sub-

stantially less cost. Most of the additional costs resulied fran using the

n carriers 1o fulfill the requirements of the reciprocal agreciments. The

balance of the additional costs were ncurred because, in determining the

ights available for dispatch of international mail. the Department did not
give adequate consideration to the required arrival times of mail at forcign
airports to meet delivery schedules in certain foreign countries,

Woe estimate that certain actions taken by the Department to discontinue the use
of foreign air carviers will result in savings of about $600,000 annually.

INDEPENDENT AGENCIES

EXPOST-IMPORT BANK OF WASHINGTON

Examination of financial statements, fiscal year 1965, B-114823, Nov. 29, 196D

Our audit included an examination of the Bank's statement of financial condi-
tion as of June 30, 1963, and the related statements of income and expense
and analysis of retained incomme reserve and of sources and application of
funds for the year then ended. We [ound that the net income reported by
the Bank is stated before any provision for [uture losses and claims that may
be sustained on loans receivable or on guarantees and insurance. All aceu-
mulated net income, after the payment of dividends, has been reserved as a
provision [or [uture losses and claims. We are unable to express an
opinion on the adequacy of the amount of the retained income reserved to
meet future losses because of the undeterminable factors affecting the status
of the loans, guarantees, and insurance.

UNITED STATES INFORMATION AGENCY

Practices which resulted in the invalid and other questionable use of fiscal year 1964
appropriation, B-118654, Mar. 24, 1966

On the basis of a partial review of the United States Information Agency's
numerous year-end procurement transactions, we found (1) a number of
year-end transactions which did not meet the requirements of section 1311
of the Supplemental Appropriations Act of 1955 and (2) indications that at
least some of the transactions were cases of accelerated procurements at the
end of the year that appeared to be contrary to the intent of the Congress
with respect to year-end buying or to the purpose for which a single-year
appropriation is to be used. We believe that the Agency’s past financial
management practices have not always permitted realistic determinations of
funding needs nor provided adequate internal management controls,

The Agency concurred in our suggestions that a thorough review of Agency
internal control procedures was needed and agreed to initiate appropriate
action promptly.

GOVERNMENT-WIDE REPORTS

Investigations and actions by certain agencies pertaining to Government cmploycees
licensed to drive taxicabs in the District of Columbia, B-146850, Dec, 17, 1965

We reported that the investigations by the Post Office Department, District of
Columbia Government, General Services Administration, and Veterans Ad-
ministration as a result of our report to the Congress dated December 12, 1963,

on the lack of effective supervisory controls over Federal and District of Colum-

bia Government employees who are licensed to drive taxicabs in the District of
Columbia, confirmed our tentative findings that many Federal employees drove
taxicabs while not cn authorized leave or on days when sick leave was used.

We also reported that the disciplinary actions taken by the agencies varied in
degree according to the policies of the respective agencies and the weight of

the evidence and appeared to meet the needs of the sitwation, that improve-
ments in manpower control and utilization were initiated or planned by the

238-370—66——16 23



DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966—Continued

four agencics, and that the improvements of two were not as inclusive or spe-
cific as we had proposed but were considered adequate if implemented with
particular attention to controlling the abuses disclosed by the investigations.

We reported that disciplinary action was not taken in many cases where em-
ployees engaged in outside employment while on sick leave and there was
doubt as to whether they could perform their Government duties, because
neither the applicable statute nor regulations specifically prohibit such a prac-
tice. After this matter was taken up with the Civil Service Commission, it
issied guidelines in the form of a Federal Personnel Manual System Letter
to all agency heads which, if effectively implemented by the agencies, should
be helpful in controlling the abuse of sick leave.

We also proposed that the District of Columbia Board of Commissioners and the
Public Service Commission take such steps as may be necessary to ensure that
periodic checks of manifests (record of trips) are made on a selective basis
and that the prescribed penalties are levied for failure to properly maintain
such manifests since the investigations disclosed numerous abuses in this respect.
In line with our proposal, the President, Board of Commissioners, advised us
that the Metropolitan Police Department is planning to give more attention
to the enforcement of the taxicab regulations.

Report of compilation of General Accounting Office findings and recommendations,
fiscal year 1965, B-138162, May 26, 1966

This report presented, for the information of the Congress, a compilation of Gen-
eral Accounting Office findings and recommendations for improving Govern-
ment operations. It rclatnd, for the most part, to the fiscal year 1965,

The purpose of the report is to provide the Congress with a convenient sum-
mary showing the nature, extent, and variety of matters examined by the Gen-
eral Accounting Office in carrying out its audit responmbzhlu_s These re-
sponsibilities are derived from the Budget and Accounting Act, 1921, and other
laws which require us to independently examine for the Congless the man-
ner in which Government deparunents and agencies are discharging their
financial responsibilities, In addition to findings and recommendations, the
report also summarized the actions taken by the departments and agencies
on our recommendations.

The financial savings and bencfits attributable to our work cannot always be
fully measured. However, our records show that collections and other meas-
urable financial benefits identified during the fiscal year 1965, which were di-
rectly attributable to the work of the General Accounting Office, amounted to
$186,780,000. Of this amount, $24,949,000 consisted of collections and
$161,831,000 represented other measurable benefits.

ORGANIZATIONS OUTSIDE THE FEDERAL GOVERNMENT

Examination of financial statements of Gorgas Memorial Institute of Tropical and
Preventive Medicine, Incorporated, for the fiscal year 1965, B—114867, Dec. 28,
1965

In this report, which was addressed to the Board of Directors of the Institute
with copics to the Spraker of the House of Representatives and the President
of the Senate, we expressed our opinion that the financial statements present
fairly the asscts and liabilities of the Gorgas Memorial Institute of Tropical
and Preventive Medicine, Incorporated, at June 30, 1965, and the contribu-
tions and other income and expenditures and the building fund transactions
for the year then ended in conformity with accounting practices followed by
similar-type nonprofit organizations applied on a basis consistent with that
of the preceding year.

Audits of Government Services, Inc., and of its Employee Retirement and Benefit
Trust Fund and Supplemental Pension Plan for the year ended December 31,
1965, B-114820, Apr. 1, 1966

In our report, addressed to the Board of Trustees, Government Services, Inc., with
copies to the Speaker of the House of Representatives and the President of
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DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1966—Continued

the Senate, we expressed our opinion that the financial statements included
in the report presented fairly the financial positions of Government Services,
Inc., the corporation’s Employee Retirement and Benefit Trust Fund and the
Supplemental Pension Plan at December 31, 1963, and the results of the cor-
poration’s operations and the changes in the retirement and pension funds for
the year then ended, in conformity with gencrally accepted accounting prin-
ciples applied on a basis consistent with that of the preceding year. Our audit
was made at the request of Government Services, Inc.
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EXCESSIVE PRICES AND OTHER EXCESSIVE COSTS INCURRED BY THE GOVERNMENT UNDER CONTRACTS
SUMMARY OF CASES REPORTED TO THE CONGRESS BY THE GENERAL ACCOUNTING OFFICE DURING THE FISCAL YEARS 1957-66

& NNt rons

During the fiseal years 1057 through 1966 the General Aceounting Ofiee submitted andit reports to the Congress disclo
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REPORTS ON CONGRESSIONAL INQUIRIES

This table is an alphabetical listing of selected reports and letters to committees
anid Members of the Congress in response to their request for comments on
proposed legislation, for legal opinions, and for information on other subjects
of interest. 1t does not include audit reports, which are listed on pages 150
through 173

[Reports of general interest only are included)]

Subject To Date Reference
No.
Accountable officer: Reliel (IR, 7026) ......._...| 1L Judiciary 1-155854
A:munlnﬂts Itegulation of practiee in D.C. | 8. Distriet of Columbia B-149528
(II IR, 13558). &, District of Columbia H-149523
Compli (H, R, 10827)__.| I1. Government Operat R-127287
Sen. Karl Mundt B-127257

'.‘lmenlsm transferred amplo;ees (EI R, 8814)...| H, Government Operations...| 7-14-65 | 11-140785
Air carriers:

Dieprecintion accounting (8. 2534, TR, 10928)._ | 8. Commerce. _ . B-130160
H, Interstate & For N-1391¢9
Foreien, safoguarding U8, airlines apainst dis- | 8, Commeree. ... D-146228
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Air 1l li and diesel | IT, Interstate & Foreign Comm.| 7-13-65 | B-135045
vehicles (8. mﬁ},
Alaska: Personal injury claimants...
Alcoholizm: Program to combat (.1
Area n:dcvclnpment: "Public applicant

Sen. E. T, Barilett.
11, Interstate & ForeignCor
Hen. FEdward M. Kennedy .
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Armed Services:

e of foreign 1 , ole. Itep. Dante Faseell T-1583056

Imr:k pay cheek_ . s lep. Earle Cabell. Li-114245
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el
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Prependents, eost-of-living allowance. Fen, Frank J. Lansche. 1-159358

Dislocation allowance entitlement | Sen. Everett MeKinley Dirk- | 520-66 | T-150150
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Act applicability Rep, Charles E. Bennett
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5

1-24-66 | B-157220
B-157550

Failure to Rleelabn._____ . Rep. Bob Wilson. . B-31- B-157486
Nonappropriated fund employy -| 2en, Winston L. Prouty. 5= 246 | B-155960
Overpayment relief (I1.R. 10133 lll H.1467) .| IL Judiciar B-10-05 | D-145159
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do. .. -| 12-10-65 | B-157580
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Mustering-out pay (4.1, 13685).
Nationn]l Guard:

n- 'I'!-El'.?

ry while on teaining duty B-155508
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236



REPORTS ON CONGRESSIONAL INQUIRIES—Continved

Subject

Rations commutation (HL IR, 102570 .

Readjustiment pay cverpayment (H. K. 12
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Retired i:ay. Carrection of record
Dlsﬂbi ity:
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Carrier claini .
Contingent upon movement o
Excess costs. .
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Ta Date Relerence
No.
Rep. John B, Mass_. ... 1227955 | B-158151

Rep. Henry B, Gonzalez,
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Sen, Richard 15, Russell
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Rep. John B. Anderson.
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Expemditure pnalyses (LI O603) . ...

Legislation to imp) GAQ 1
tiong in budget preparation (FL.R.$7235).
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5 13),

erainte Commerce:
Maotar earrie
Joint through routes Imluopn different modes
of transpartatinn (2, 2335,
Tassenger cortificnle applicanis to show need
for specin and charter service (3. 2503),
Railroads:
Freight ear shortage (5. 33516, 3. 3001) -

I*assenger service changes (3. 2505, 5.3221) ... _
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Yo
H. Banking and Curronoy ...

3. Comnmerca.
H. Merchanl Marine & Fish-
eries.

.| 8. Comunerce. . .

Sen. Bourke B. Ilbckcntmper_
Rep. Charles E. Chamberlain.

1. Banking and Curroney. ...

5. Government Oporations. .
I, Government Operations,
Tep. Henry B, Gonzalez

H. Government Operatlons. ..
Rep. William B, Widnall..___
Rep. Robert L. Mighel. ...
Zen. Norris Cotton..

. Interstate & Foreign
Comunereo.

Son. Wallace F. Bennott.
e, lith Green. £
3. (!" MIEe. ...

p. Willtam 10, Avres

o
1L, Ttorstate & Forei
Commeree.

s l‘hlll.llm and (‘Innmw.: -

8. Banking and Curreney ...

5.

B Commeree. ..o

Commente. ..coermeceennnann

Comm(‘rw

Dute | Relerence
No.
22866
1= l-iEl’S.'u
B-1538119
B-158119
B-12i250
12-20-65 | D-fSaT
10-27-65 | B-157618
G-23-66 | R-34613
2- O-66
3-21-60
5-10-66
2-23-66
g-n-ss B-118370
21436 =
Bo1agu] B-151927
11- 8-65 | B-140845
11-26-65 | B-157984
2-24-66 | B-158575
9-17-05 | B-153506
4-20-66 | B-130618
4=20-6i | B-139618
10~ 6-65 | T-152187
T-23-65 | B-40808.
8- 4-65 | D-127287
12- 6-65 | B-157070
3-21-66 | B-137063
3~ 1-66 | B-137662
1-25-66 | 11-118653
6-17-00 | B-118053
8-17-65 | DB-55025
5 4-60 | n-150070
G-17-66 | Li-143181
B-145530
R-102622
H-102602
9 9-65 | D-142070
2-35-66 | B-131011
B-107440




REPORTS ON CCNGRESSIONAL INQUIRIES—Continued

Subjeer

Interstate Commerce—Continued
Railreads—Contioued
Section 22, amendinend to limit free or redueed
rates (3. 2714).
Tak Assessitents on carrier property prohibi-
tion (3. Ms8),
Kennedy Center for Performing Arls. ...
Labor Department: Appropriation n\nllnhilu)
for fnrm nbor reeruitment,

=

losse.
QAo .9
utilization (H.

it
Carrier records (TLR. 12627) e canaan

Ta
5. COtmerce. ...
5. Commente. .o ooceeeeeaaann

Rep. William B, Widnall.....
Lep. D R AMatthews

Rep. Henry 3. Reuss
1. Judiciary. .

I1, Governtuen|

H. Merchant Marine &
rivs.

Ezemption under Shipping Act of 1916 (3, 3391) .} 8. Commerce___ S,
Modernization of laws (H.R. 14576) .o cccovenen- Ilimmlhmt Alarlne &
ries.
Nuclear-powered ship construction (S, "QW)_ -] 8. Commered. .ococeucocaanens
Medieal expenses: Heecovery from Judiciary
¥ third persons (H.R. 13297).
and Space Admink i Itep. Charles A, Mosher. ...
Fasement,
Notional Lupuul Airports: C tablish. | H. & Foreign
ment (IT.1t. $120). Commerce.
National Science Foundation:
Appropriation suthorization requirement (H.R. | IL. Sclence & Astronaniies...
12347),
Contract u\'m)ﬂel\' . cemaceccsmsseseeas| Bep. Paul Q. Rogers ... .-

Office of fe f
.\ppmurialim u\ni ahllil:r lur legal expenses. ...

Costs of detailed employees
0l Leaseholds: Royalty p
Overpayments: Rrhri ptrﬁpr
Panama Canal (_‘nmml!\‘_l'- l’

of activities (H.R. 11620)
Patenta:

Infringement. - oo

Policy: for inventions, cte, Government

funds (8. 759, 8. 1809, 5. 1869, 8. 2713).

Rights of Government .o _oo oo coominaaaaae

ayment refunds.
%mcm:m'll i
uding disposition”

Personal Services:

Contracting out v, Government Personnel:
A.F, Special Weapons Laboratory
Leefense Department...

Peace Corpa: Counsel fees_.
Postal mnliers:

Mail, postage unaderpRyIment. ..o oo

l'rrq:rm-ly of penolty wail use

Star roule contracts, cost-of-| ilvhlg nd]ustu.u-ms
(LR, 2035, S. 2744).

Postal Service:
Employees:
Conpensation
ligher Icw.-l ‘pay emitlemem
Overpayments (HLR
LR L

¥
o mt‘rm)men 1 lt HEN}
Warkweek l‘hullg.c to wenltor civi

v qwmnlmctur, extra eost cl

| Sen. B, Everett Jordau.

_| Rep. Clair A. Callan.

Taeases, long term (5. 31740

Rep. Peter I B. Freling-
Twysen,

Sen. - L
Ttep. Charles 8. Gubger.
S nierior & Insular Affairs
p. H. R. Gross
1{ \I(‘rclmnl \Iarlms &
Fisherles,

Sen. Robert 1. Kenunedy
8. Judiclary. ...

8. Judicinry ...
3. Select Com. on Small
Business,

Rep. Thomas G. Morris
Itep. Dante B. Faseell

Sen.
Rep.
5.

A. 8. Mike Monroney____
“Richard 8. Sehwaelker.__
ast Office & ClvilServico.

L1 TSP

H. Judiciary

il 1

ry.

Sen, 13, Everett Jordan

m-l‘ '[‘rrm'k \i knrsten s
3, Publie W
1L, Post omm & Civil Sarvico

l'{ ep. R C. Pucinskl.....
&, Publie Works. .. coveeeeaes

Date

1= G
F-1740

12-16-65
T-22~05

8- 0-65
8- 565
4-19-G6
22506

61468
6-21-68

3-23-66
5-10-64

12-16-65
G-10-66

2 -0-66
11- §-65
2-25-G6
3-28-00

Reference
N

IB-07532
lB—lIBI 19
B-135tH43

B-154459
B-157032

I3-155200
B-120574
13-157936
B-97278

1-158260
B-173385

B-124032
B-11046

T-157836
B-120047

B-58011
B-157657
B-130515

B-140660
B-157576

B-157192

B-157440
1-125038
B-73176
B-78176

11382

B-153120

B-157725
B-153120

L3



REPORTS ON CONGRESSIONAL INQUIRIES—Continued

Subject

Pribilof Islands Seal Prowetivn: (2. 2102)..
Properiy:
Private, dumage due to military activitivs.. ..

Puhlic:
:mt‘l‘ lu privete compu

proeeeds te sppropriation
ih‘lmm.ssmu ul jurisdiction o Srales (ll R.
1013).
Zurplus:

Drigposition:

Inddinn tribes, orpanizations (3. 525, 8, 707,
6, 8. 130 i5).

‘\Illll 'Iml Toes al apencies (32000, 1R, 11914,
LR.

153).

Tze restriction in park and recreation areas, ..
Public Buildings Construction:
MMechanieal specinkity work (TR, 6184, 8, 1721) .

Trublic Health Servi

Comprehensive pl
llc'ﬂtll

g (LR 13187) .

ofessivns training (Tl .13y .
Iil)nrs services (1R [Illﬂl!
1 Tl l.

B, Commeree. ...

Sen i Exmington. x
Rep. Wil 3. Randuil

]
-2

averment Dperations
Crovernment Operations..
1. Government Operations_

. Governmeent Operatlons. .

8. Government Operations
1L Govermment Operations.

&en, Rabert C. Byrd........

11 Public Works.
3. Public Works. ...

11. Interstate & Foreign Com-

~ '

u ectri inisirn
Electric Bank nml bnium! ’l\'ll»phcmu B.ml.
(TR, 14000, 1114, 1453
Springfield Armnry (‘!ur..m
Siates: Federal grants, {'uuul y courthouse con-
struetion (H.IL. S241).
Sl?ﬂui;ta of timlmllnn in suils by Government:
AN0E:
S1ntes:
™ umnmt i liem (2, 3418).
Street

Tlmber sales pmccdum

Traffic salely:
Motor vebifele standards (5. 8008
Program generally (2 . 3003).
Transporiniion:

Commuier service assistance (3. 2035) .
Honsehold effects shipped by unn'mhicd
forwarders,
Nepotiation of contracts under see. 321 (8. 2443) .
Ehipping cozls (11T 1.!00\5)
Trainship & 3 cAlaska, i
Vessels, comine rci il l.1|1 ol’imlin;, uze, ete., (IL1L
11476).
A} a-lncli‘s Lustranee for sutos in foreipn coantries
(HLR. 17354).
Yessels
(-m:v. wiilitary, reduced rates (5.
162:3).

3207, 1LR.

Inspection fees (LR T26) e oooeeaaaaal
U8, Vessel prefercnce (5, 2000)........

1 Oy 5
T Agricnlture. . . _.....__

Rep. Edward 1. Boland_.
H. l‘llhlir. Works

L Judiciary ...

Wayne M
l'h . \\ endell W 3:1

3. Commerce......
8. Comneree. oo annens

2. Manking and Curreney .
Rep. Craig Josmer.......

8. Commerce
H. Judiciar;
gen. E. L.

Il \Ielclnut .\lnnm.- & Fi

[l. Gu\‘onmml:l Operations. ..

B Cotmneree. oo o oo
H. Merehant Marine & Fish-

CTiCS,
1. Merehant Marine & Fish-
eries.

Date,
T-26-65

S-3{-RS
S-S

2065
1= 9-1i5
- 305

7-12-65
7-12-65

4-13-v1
4- 400

Velerans: )
Cemetery construction anthorization

I)ci-l eollection alw
Profit retention i re.
Yeterinary medical school consiruction:

Virgin Tresal fon |)1mt

Weather research: (5. 2016). .

=

Rep. John P. Saylor..
Hep. John P, Saylor..

IL. Velerans' Affoirs.

5-13-Gh

242

.3 1L|tr

Reference
No.

Ti=1525700

I i
Bi-125405

H-0a134

H=101646
B-116344
B=140010
BG4t
13- 101546
B354
B-157851

B-103967
1-13967

B-15704

1148151
H-74254

B-145573
B-140455
B-167800

Ti-145044
T-ia0u0:

H-150159
B-150957

B-158275

B-115764
T-150051
13125053
13-123053
1-58025
RSN
1-55625

B-1452706

B-03832
B-0as32
B-135354
B-uasaz

B-125206
B-157647
B-15=574
B-152551

| D-158085
| Bloocss
— O




PRIME CONTRACTORS AND SUBCONTRACTORS OF THE CIVIL DEPART-
MENTS AND AGENCIES AT WHICH CONTRACT AUDIT WORK WAS
PERFORMED DURING THE FISCAL YEAR 1966

Examination is made of sclecred financial aspeets of the contracts.

Reports are not is=

Diepartwent n,r Howzing and Urban
Derelupmort

Woebh sl R

p Corp., Washivgton, DUC.

Depurtment of Labor

LTI
Calif.
et ¢
ee Tran:.t
ork, N.X.

\
sit Anlhurllr New

Post Ofice Department

FAIC Corp
tory, Har

Central Enzineering Labora-
Clara, Calit.

Atomic Encrygy Commizalon

n:-rum- N. Mex.

ACE Tndnstrie

lll[’ o !irnaklmmn

v, L ph
i of North
oga Park,

Adnerican ‘\\hmnu, [r.u:,
Lalif,
B.Ilyu i 'mil Wileax Co.. Darberton, Ohio

[ , Kansasg Clry l.l]\n-iull. IEnnens

Metals Corp.  (=ubcontrac-
il Corp.

cersity, Ithaca, N.Y,
I, de Nemours & Co., Ine.,

{subcontractor),

8.0
I"’unor*l & TInstrument Corp.,

Lo
crrie Co., Richlnnd, Wash,
|u]|z -\‘Ilumlc Power

33
{subcontractor),

iE-‘o< [11-.

Daytou, Ohio
Harv 1"_\ Alnminum Co., Torravee, Callf.
Produets, ne.  (subecontractor),

if.

3 . Inc. Honoluln, Hawail

Holmes & In Las Vegas, Nev,

Holmes & rver, Ine. Los Angeles, Colif.

L-1(\:\'r:-neo Radintlon Inl»ommrr Berkeley,
}14

Holmues &

Aawrenece Radintion Laboratory, Livermore,
Calif.

o chonl!ﬁc Laboratory, Los
v Mex,

2 Institute of Technology,

A5E,

is n(l Cantrals, Tnc., Attleboro, Mass.

Natiooal THMsrillers & Chemleal Corp.,
Ashtabula, Oblo

New York University, New York, N.¥.

Oregon Metallurgical Corp., \Ilmny. Oreg.

Oregon State College, Corvallls, Oreg.

Thilllps Petrolenm Co., Tdab 115, Idahao

m-; nolils  Electrieal t E ring Co.,
Ine., Las Vegns, D

Ttexnolds Electrienl & I"nginearlng Co., Ine.,
Mereury, Nev.

Sandia Corp.. Albuquerque, N. Mex,

Candia Corp.. Livermore, Colif.

Smith, A, 0. Co., Milwankee, Wis,

Sparton Corp., Electronies Div, (subcon-
tractor), Jnckson, Mich.

wd on each andit.

Atamic Eneray Commizgion—Conrinned

Fleetric  Co.
sorth Adams, Mass.
Stanford Linear Aceclerator Center, Palo
_ Alto. Calif,
s Iuiic- Corp., Nuclear Division, Oak

Sprase {subeontractor),

|r Corp,, New IHaven, Conn,
l,nln.- -a“_\ af Calitornla, Davis, i1 4
University of Chicago, Areonne National

Adison, \\'Is

Wackenhut Corp. ( etor), Coral
Gihtes, I 1 1

WAH CHANG Corp., Albany, Oreg.

W ("‘\Till"hﬂllse Eleetrie Corp, .\‘Hl'nlllllﬂl"ltr
Laboratory (subeoutractor).

Westinghonse Electrie Corp., I(Iulln I"ﬂlll!.
Tdahe

Westinghouse Flectrie o Detli
'ower Yrtshurgh,

Tale Univ few Haven, Cor

Pin Con The, Los Alamos. X. Mex,

Federal Aviation Agency

Atomie

Arthor D. Little, Tne,, Cambridee, Mass,
Prauklin Institute, Philadeiphia, .
Operations Research, Ine, Silver Spring,

M.
Raytheon Co., N, Dighton, Mass,
Itaytheon Co.. Guiney. Mass,
s Illflli!'ll Researeh Institute, Menlo Park
T

Nalional Acronautics and Space Adminisz.
tration

s Instruments, Ine, Dallas, Tex.

\'-Iruu

Division of \urujl-l General Corp.,
& ouis, M
ts and (‘Ilemlenls Ine., Allen-

endix  Aviation Cor|| Felipse-Dloneer
]JItNion Teterboro, N.T
Eloctronies f_'nr{l.. Chatswaorth,

1(
Dnll;..lna Alrernft Co.. Ine.
ZINI!I‘IP Systems Division,

Gl

Missile and
Santa Monica,

1l Dynamies/Convair, a Division of
eral Dynamieg Corp., San Diego,
K.

if.
sral Eleetrie Co.,, Apollo Support De-
ietment, Inytona Teach, Fla.

al Eleetrle Co.. Apollo Support De-
rlinent Huntsville, Aln.

Elmtrlc Co.  (subcontractor),

Airrrnft
Bethpage, N.Y.
adustrinl Film Co., onston, Tex.
International ’lolaplmm- and Telegraph
Corp. {subcontractor), Industrial Prod-
nets Division, Snn Fernando, Calif,
Lockheed Missiies and Space Co., Sunny-
vale, Calif,
MeDonnell Aireraft Corp., 8t. Louls, Mo,
North Ameriean Aviation, Ine., Space and
Information Systems Division, Downey,

Calif.
Radiation, ‘Ine. (subcontractor), Mel-
bourne,

Space f‘enornl Corp., El1 Monte, Callf,

Engineering Corp.,

243



PRIME CONTRACTORS AND SUBCONTRACTORS OF THE CIVIL DEPART-
MENTS AND AGENCIES AT WHICH CONTRACT AUDIT WORK WAS
PERFORMED DURING THE FISCAL YEAR 1966—Continued

s and Space
—Continued

Yihlen Corp.  (subgontractor), Bay St

Lonls, Miss,

Nafional Svience Foundation

and Root, Ine, Houston, Tex.
srsity  Corporation for Almospheric
Itesearch, Bonlder, Colo.

Ofice of Economie Opporfunily

Conzolidated
Washin
Litton

Aml.rlmn Serviees, Ine.,

“Ine, Camp Parks,
f.

Pinellas County Board of I'ublIl: Instrucs
tion, St. D'etersburg,

University of Oregon, 'I'oDI.‘:llc Point, As-
toria, Oreg.

Peace Corps and Heport-Import Bank

Foreign Credlt Insurance Associatlon, New
York, N.¥

U.8. drms Control and Disgrmament
Agency
North riean Aviation, Ine., Space and

fon System DMwvision, Downey,

U8, Information dgency
I[r'Q_ri'l Metrotone News, Inc, New York,

Multiagency Mrograms
Ae}: -Federal Reporters, Ine, Washington,
.-\Il]l; rwn Reporting Co., Ine., Washington,
[

Capital Reporting Co., Washington, D.C.
Columbia Reporting Co., Washington, D.C.
'SA Reporting Corp.., \\asll!.llgloll. D.C.
Tiare and Hawkins, Washington, D.C.
Holines Reporting Co,, Washington, D.C.
Hoover and Dempsey, Washington, D.C,
Itoover Heporting Co., Inc., Washington,
\

D.C.
Ward and TPaul, Inc., Washington, D.C.

PRIME CONTRACTORS AND SUBCONTRACTORS OF THE MILITARY
DEPARTMENYTS AT WHICH CONTRACT AUDIT WORK WAS PER-
FORMED DURING FISCAL YEAR 1966

Examination is made of =elceted financial aspects of the contracts.

Reports are not issued on each audit.

Acr Tndlustries (subcontractor), Paramus,

ARO, Ine., Tullnhoma, Tenn.
Aerojet-General Corp.,, Il Monte, Calif.
Acrojet-General (‘orp_ Nimhus, Calif.
Aerojet-General Cor Azusa, it
Aerenen Corp., Mid Ictown, OI:ln
Airceaft Radio Corp,, Boonton,
Allogheny Pinstics, Ine. Pitt

Arr\n;-lcnn Bosch Arma Curp 5:-;|§h.1gﬂl.\lﬂ

American Bosch Arma Corp., Arma Divi-
gion, Garden City, N.Y,

Atlnntle Researchk Corp.. Alvx.mulrln Va.

Aveo Corp., Nashville, Tenn,

Aveco Corp., Steatford, Conn,

Aveo Corp., W Ilmim,luh. Mnss.,

Aveo Corp., Electronics Division, Even-
dale, Obic

Aven Corp., Ordnance Divislon, Richmond,

ol
ﬁrr::ul’ale Shipyards, Ine, New Orleans,
Costa Mesa,

Barkley and Dexter, Inc., Fitehbnrg, Mass,
IlnlosuIIIL Manutacturing Co., Batesville,

Bnlll iron Works, ‘gath Mal
F. E

A
Babeork Flectronics Corp.,
Calif.

Becch ‘orp. |-.nhl:nnlr:lelor],
Wiehita, Ka

el I!rlll:nph r Co., Fort Worih, Tex.

Bell Howell Ca,, Chleago, i

I!elm:l. Instrument Corp.,, College Polnt,
Long Island, N.Y.
Bendix Corp., T]lr, Towson, Md,

244

Bendlx Corp., The, Bendix-Paclfic Divi-
sion, North Hollywood, Calif.

endix Corp.. The, Felipse-Pioneer Divi-
rlon, Teterboro, N.T.

Bendix Corp., The, Mishowaka Division,
Mlshuwnkn, ind.

Lendix Corp., The, Biendix Products Aero-
spaee Division, South Bend, Ind.

BES Engineering Corporation, Taipei,

Talwan

Bethlehem Steel Corp., Sparrows Point,

M.

Blount Bros. Construectlon Co., Cape Ken-
nedy, Fla.

Boeing C , F;pntlle Wash,

Rocing Co. chltn Kans.

Boeing Co,, 'I‘lu- Ogden, Utah

Baotim; Co., The, Verfol Divislon, Eddy-

stone, I'n
Bne{ug Ln ']‘Ile, Vertol Divislon, Morten,

]}m.ul: Electrie Manufacturing Co., Pater-

NI
]‘.urrnughn Corp., Detroit, Mich.
Bureonghs Corp., TPaoll, Ta,

Military Floctronie Com-
Detrolt, Mich.

etlon Co., Philadelphia,

Catalytic (.'nn
Pa.

Chrysler Corp., Defense Operations Divie
gion, Defense Fngincering Plant, Center-
line, Mich.

Chrysler Corp.. Defense Operations Divi-
sion, Detrolt Tank Plant, Warren, Mich.

Chu Associntes, Littleton, Mass,



PRIME CONTRACTORS AND SUBCONTRACTORS OF THE MILITARY
DEPARTMENTS AT WHICH CONTRACT AUDIT WORK WAS PER-
FORMED DURING FISCAL YEAR 1966—Continued

, Cedar lta |id:, Towa
Dinllas, Tex.
neelones Aurunumhus. 5. A. Getafe,

«

and  Englocering

tal 3 Muskegon, Mich,
Control Data Corp., Mio olis, 5 Miun,
Lo{nrnls for Rediation, Im:. Cambridge,

K Jolot Venture, San Bruno, Calif.
Steam Turbine Co., Trenten, N.J.
s Adreraft Co., Ine., Aircraft Divi-
Long Heach, Calif.

Alreraft (‘o Ine. Missile and

Eastman Koduk Co., Rochester, N.¥
Llnl-_l.ilrntluh Lh-l‘trouics Cnril. i.ncln!.tns,
ali
Blectronie Communications, Ine, St
Petershurg, Flo
F.H‘(-ctnmh_ %nm:mltx Co., Loz Angeles,
1

E n Eleetric Co., 8t. Louis, Mo,
Willinms Cn Bloomington, Iil.
San Juse. Cn'.l'i:.

FMC Corp., Charlestowa, Va.

Corp., Mrlllem Orﬂmnee Division,
Minneapolis, M
l?e(l;zral Lnrtrldgu Corp., Minneapolis,

inn
Moter Co., Phileo Corp. Divislon,

Zar

I -
Ford Motor Co., Philco Corp. Division,
Philadelphia, Pa.

ord Motor Co., Philca Corp.  Acro-
Entirrmm_ Division, Newport Beach,
al

I raun (‘:c.r|i;l Warner Lewis Co. Division,
Tulsn, Okla,

Triden, Inc., San Leandro, Callf.

Garrett Corp., Alltesearch \[umll’nclllrlllg
Co, Division, Los Angeles, Calif,

Gnrretr Corp., AlRescarch \!nnufﬂt‘turini,
Co. Division, Phoenix, Ariz.

Garrett Corp., AlRtesearch Manufacturing
Co. llivlnlon Torranee, Calif.

General Dynamles Corp., Fort Worth, Tex.

Genernl Dynamies Corp,, Electrie Boat Di-
vislon, Groton, Conn.

(Jezernl Dynawmics Corp, New London,
onn

neral Bleetrie Co., Evendale, Ohlo

»enl Electrie Co., Fltehburg, Mass,

lmnirs Department, Syracuse, N,
General Eleetrie Co., 1i;,hl \HIImry Eiee-
lnmics; Dy artment, Johnson City, N.¥

Zlectrie Co., Light Military Elec-
tro (“{ l.h-nnrlnn.-ut Utica, N.X.
General Eleetrie Co., Knolla Atomle Power
lmhnrnlors’. Schenec
Eleetrie Co., m:'h ner,f Appara-
5 Oilprlllion Srhl‘nc(‘tndy
ral Bieetric Co., Valley l-‘nrgn. Pa.
1l Motors f_‘urp., Allison Divislon,
Indinnapelis, Ind,
General Motors Corp., Allison Division,
Cleveland Army Tank-Automotive Plant,
Clevelamd, Ohio
Goneral Molors Corp., Detroit Diesel Divi-
sion, Detroit, Mich,
General Preclsion Inc., Link Division (sub-
contractor), lllnmmmlnn N.Y.
General Telephone and Electronies Corp.,
Rylvania Eleetriec Products, Ine, Em-
porlum, Pa.

Ge

Curph,

General Telephone and Electror
‘-; Iv o Seed-

i l.mlrlc Products,

1.
(.mu- tl ‘rh|‘l1unn and BEleetronies Corp.,

v Elcetrle Products, loe, Wal-

Inlm Mass.
General Tire nnd Tubber Co, (subcuntrace
tor), Akr Hhio

Gibbs Ma pring and Hesearch Corp.,
Junes

es, Honolulu, Mawali
tes, Kwajalein Atoll, Mar-

Aerospace Corp.. Al‘r?: Ohlo

¢ Steel Industrics, Gra L THL
Grumman  Afreeaft  Fagin rln;,' Curn
Bethpage, Long Island, N

Gyrodyue Co. of America, Ine, 5t. James,
N,

J' Aluminum e, Torrance, Calif.
l-l'u 5 Internation-l Curn Birmingham,
Aln
Hereules Powder Co., Baceh lTlnIl
Hercules Powder Co., Kenvil, N.J.

Herenles Powder Co., Wilmington, Del.
Hokanson, C. G., Co., Inc., Los Angeles,

Divizion,

ralif.
Honeywell, Ine, Ordnance
Hopking, Minn.
Houdaille Instrument Co., Bulfalo Hydran-

w:g_ Division ({subcontractor), Buffulo,

Hudsons Institute, Inc., Harmon-on-Hud-
son, N.Y.

Hughes Aireraft Co., Culver City, Calif.

Hughes Alrcraft Co., Aeronautical Systems
Division, Los Augeles, Calif.

Hughes Alreraft Co., Ground Systems
Division, Fullerton, Calif.

Ingalls Shipbullding Corp., The
gouln, Miss,

International Business Machines Corp.,

Bethesida, Md.

International DBusiness Machines Corp.,
Service Burean Corporation Division,
New York, N.Y.

Ium-rnntlmml Telephone and Telepgraph
Corp., Gilfillan, ne., Los (\I'IBE'I.‘R, Callf.

International ‘Tel ni
Federal Laboratory, Cliflon N. J

International ‘Telep ome  and Tele;.rnl:-h
Federal Laboratory, Nutley

Kalser Aerospace aod ‘i‘leulmnlcs CorpA.
Palo Alto, Calif.

Kﬂl];pem Co.,, Ine, Malan Construction

epartment, Bay 5t. Louis, Miss.

hng Industries, Ine. (subcontractor),

etrolt, Mich.

Kollmorgen Corp., Northampton, Mass.

Koppers Co., Bnlllmore Md.

LTV M:mspnee Corp., Michignn Division,
Warren, Mich.

Lambert L.ng‘mmrl.ng Co., 5t. Louls, Mo.

Lear Siegler, Ine., Instrument Division,
Grand Rapids, Mich,

Leavell-Kiewit, Bay 8t. Louis, Miss.

Ling-Temco- -Vought, Inc., Dolias, Tex.

Lim; ‘Temeo-Vought, Int., Grand Prairle,
Tex.

Ling-Temec-Vought, Ine., Greenville, Tex.

Litton Systems, Ine, Gnldnucﬂ and Contral
Systems Division, Woodland Hills, Calit.

Lockheed Alreraft Corp., Burbank, Calif.

Lockheed Aireraft Corp Mariettn, Ga.

Lockheed  Alreraft  Corp.,  Lockheed-
California Division, Burbank, Calif,

Lnekheod Alrernft Service Cn.. Jamaica,

Pasca-

N.Y.
Loekluccd Georgla Company, Marietta, Ga.
Lm.-k;.\cod ,}{.Is giles and Space Co.,, Sunny-
vale, Cal
Lockliced Shipbuilding and Construction
Co.. Seattle, Wash,
LogI‘tl‘Onics, Inc‘. Alexandrin, Va.
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PRIME CONTRACTORS AND SUBCONTRACTORS OF THE MILITARY
DEPARTMENTS AT WHICH CONTRACT AUDIT WORK WAS PER-
FORMED DURING FISCAL YEAR 1966—Continued

].nn:tu:ll. Ine. Redondo Beach, Calif.
o 'l c;.lrl.lm'l Tex.

dt Corp.,
arled i Cor b o, Colo,

Ivision,
Martin-Zachry  Cunt

tors, Honololu,

ell Aireraft Corp., St. Lounis, Mo.
1 West Orange, N.J.

.. Mesn, Ariz
ltr- Ine, [snlrmnlmc

nd Manufacturing Co.,

" lun- Bay St, Louts,
i-nudzen Co., Ine, Los Angeles,

%Hlihlr}' Fleetronies Divi-

r Corp., Ve
Aviation, Tr

Calif.

North American Aviation, Inc, Autonetics
Mvision, Anal . Cali

North .\ml-r I
Divislon, MeGregor,

\urlllmp ry., IL 1\\l|lur|||:‘, Calif.

., Nortrouics Division, Ana-

Tne., Rocketdyne
x.

£,
ortronies Divislon, Nor-
{subcontrae-
Conmn.

nmdries, Ine.
I

torwalk,

(‘i! ieontrae-

San  Bruno,

Lrllnlinll NI

lio Corp. of L (Il?rrs Hill, ¥.1.
Radio Corp. of ‘\rm-r Inorrstown,
i Corp. of America, Van Nuys, ‘Calif.
Rli!lo (_urn of \mm fea. Aerozpace Systems

!
w Corp, o

ay Tiristol, Tenn,
Raxtheon Co., Lexington, Mass.
Ih\tlwnn Lu 2 l(nvhcll, Mass,

3 L i

ch An
RMEK- BRI, S|aigon, mond
International of Delaware, Ine, ; )Inrrl-
sonn-Knmlsen  Company of Asia, Ine.;
Brown and Root, Tne. and J. Jones
Construction Company, all dolng busl-
nesg ng RME-BRI, Salgon, Viet Nam)
Rey nold-i Construetion Company, Istanbul,
Tu
l'lnchm-llbmmlnnl Corp., Detroit, Mich.
Roxal Industries, I‘u;:lnel_-n:‘d Preducts
Division, Pasadena, Calif,
Randers Associates, Ine,, Nashua, NJH.
SBchwitzer Corp., Indianapolis, Tnd.
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cho (subcontractor), Bay
5. Luonis, )
alx Precizion Products Corp., Ver-

Vi
W lri.‘ and Cable Co., Portsmouth,

Sperey
Sperry I
Divisio

ul Corp.,
wl Corp., b

I-(,‘N Ine, Division
¥, Mich.

‘ﬂe\ ulson Services, Ine,
., Oman Division, Minneap-

.. Co., Denver, Calo.
Deveiopment Corp., Santa Moniea,

Jonner Corp., Concord, Calif.
loin_l,_\ Laboratorics,

[-elllu'nnmlclnr}. Clevelamd,

TRW  Ine,
1 i

ieal Materiel Corp., Alexamdria, Va.
Teehnieal Materiel Corp., Mamaroueck,
i

ology Tne., Dayton, Ohio

Peledyne us Co., L ua _\1| 'ell.-s Calif.
Temeo, In
T

rp., Sentile, Wash.
\\ Engiucering  Corp.,

551

Co slmllm_l.uh ‘.

Thti,u ol Chemical Corp., Drigham City,

Tl 1ul.n| Chemieal Corpe, Hontsville, Ala,
‘enture, san Brono, Calif,

. Hamilton Standard

Areralt o Pratt & Whitney
rernft Division, Bast Uartford, Conn.
States  Sfeel Corp, American
ilge Division, Covea Beach, Fla,

ml  Technology Corp.,, Sunnyvale,

Varo, Ine, Garland, Tex,

\\n«lllngtnn Al nm{u Orlando, Fla,

Weatherhead Co., The, Cleveland, Ohio

Western Electric Co., Ureensboro, N.C.

Woestern Electric Co., Winston-Sulem, N.C.

Western Blectrle Co., Ine., Bell Telephone
Laboratorles, New York, N.Y.

Wesztern Electrle Co., Ine., Lell Telephone
Laboratories, Whippany, N.J.

Western Electric Co., Ine,, Defense Actlvl-
ties Divislon, New York, N.Y.

Western Material Co., '||Il.'r\bDIl ‘Miss,

Westinghouse Electrle Corp., Sunnyvale,

Calif.
“'l{?i:llughnusc Electrle Corp., DBaltimore,
\\'rra‘mnglloum Eleectrie Corp,, Plttsburgh,

Woodward Governor Co. (subcontractor),
HRockford, 1.

World Tool and Engineering Co., Ine.
(subrontractor), Minneapolis, Minn.

Zenlth Radio Corp., Chieago, 11



STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GC/ERNMENT, JUNE 30,
1966

CUMULATIVE SUMMARY

|

I i =
{Status of systems subamitted for revie
Systemns |

stthjert to| st n
approval T process | Retprwed or |Approved| or resub-
of review withdrawn | {(note 1) milssion
SUMMARY TOTALS—ALL CIVIL AGEXCIES
Complete syste
Formal snbmissions. 19 17 8
Informal subanizsions 2 L s S S

Totals—Complete systems.

Segments of syst
Formnt =u
Informal sul

Totals—Srgments of systems ...

Giramd totals— All civil agencles:
rrinail sulunissions.
Infornal subanisslons. .

Grand totals—Al clvil agencles

SUMMARY STATUS OF SYSTEMS SUBIECT 10
APPROVAL

{Contplete systems—lormal submissions)

Caomplete systemns approved todate. NSRS (WIS CR N PRI R SRl a3
(1

Upnlatedd r?bllbilliﬂﬂmls made  or

aled by agenei

| By oy
- ] 1o
Approved systems for which no !11!Ll1lilllg
restbunissions have heen mude or <t.het
uled -l-m'[es e e Tt ESEP TR . 15

s e i e 11 1§ PR,

ted or resb-

Apeney farget
(lmhlrli's 9 sysl

5 estallisied
ns previously

t’ngl‘l \ )

e SE——" L P B

Systems vet to be suly
subuitted . Y L0

Zystems yet to be approved or res
approved.

Eystems subject to approval (nete 15) ..

Notes aro shown ou pp. 258, 257,
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STATUS OF APPROVAL OF ACCOUNTING 5YSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,

1966—Continued

STATUS OF APPROVALS BY DEPARTMENT OR AGEMNCY
(1" distingulshes formal from informal subimissions)

Status of systems submitted for review |

Systems .
subject o)
approval | In process | Returned or [Approved| or resub-
of review withdrawn | (note 1) mission
DErT. 0F AGRICULTURE—COMPLETE
SYSTEMS
Office of Management lmprm eruent:
Manugeirent Data Serviee Center. .o 2 H PRS- [P RS T 1066
Office of Mo i
Appropri. ted funds - 1 10-66
Working casital funed 1 67
Agricultnral Research Servie
Approprinted funds. ... 1
\\uﬂ;inump il fued 1.

Agriculiural Stabiliz;
tion Service..

Tesnbinission

Farmers Home Adm Al

Federal O Insuranee (“u.r:mmtlun -
i Tunids Aministoative

Forest Serviee:
Appropriated funds
Waorking capital Iun.

Ttural Electrifieation Admin

Sofl Conservation Serv u:e

Totals:
Forinul 4 L] 13
Informal suhmlsamm; V] RSP e i
Totul memmaan 13 8 4 13

DEFT. OF AGRICCETURE—SEGMENTS
OF SYSTEMS

DEFT. OF COMMERCE—CUMPLETE 5Y

Oi]u‘r rJIr I he & ‘?l‘rrel'u?
sital foned .

_\uprupr li'rl funels. |

Nurean of Censn:

Burean of I’nll!ic Ru—lrh fnote l}
Resubmission_ .

Eeononfbe Development Administ r-lixarl
Area Redev elupmont Administration,

_ predtecessn
bl ‘-clcnre Serviees Adminis

stowied Gieodeti
sor ==
"l‘.)l] pinission

Survey, ;m"h'ﬂ's-

Notes ure Shown on pp. 236, 257,

248
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STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,

1966—Continued

STATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continued
{F distinguishes formal from informal submissions)

Etatus of systems submitted for review |

ayslems —
subiject 1o
approval | In process | Returued or |Approved| or resub-
of review withdrawn | (note 1) milssien
DEPT. OF COMMERCE—COMPLETE STSTEMS—|
continn
Totals: :
Formel guhrn:ssinum R e 9 5 & 4
Inf Tnnsiasi 5 n oI | 1 |oeemeisii)ann ol
Total. .. S —— | I F———— 5 4

DEFT, OF COMMERCE—SEGMENTS OF
AYSTEMS

Maritime Adlmindstration:

il suhmiasions.
wil stibnission

g

6
1- 850 F [ I
o — 1 EY
} 18 SR A A
T e 3

: DUCATION, AND
COMLGETE 3VSTEMs

Departmentwile:
Statenwent of policles and guidelines., .
Coentralized ADP payroll 55 stem

Oll'ﬂ- of the ‘.:h‘cr{mrv

Children's Bureau.

Total—complete systems. o ooooeoooo

DEPFT. OF HEALTI, EDUCATION, AND
WELFARE--SEGMEXTS OF SYSTEMS

Praperty acccunting prineiples. ... .
DEPT. OF HOUSING AND URRAN DEVEL-
OPMEXT—COMPLETE SYSTEMS

Departmentwide. ... e
Housing  and Tonte  Finanee .\p.mcy.
Qlive of Adm tmlur,pmlmssur.

Resubmn

‘Totals:
Formal sulmi
Informal sulmissions. .

Totul. .

Notes are shown on pp, 266, 257,

1 12-66
1 1066
1] 12-66
T 12-67
1 = 12-67
3 S - 12-67
1 - 7-68
§ B SR PRI 7-68
) ] RO AR 7-68
| BESE R RSB, e 7-08
1 . 7-08
1 : 7-68
[ T . 12
S, RS [ | - 10-9-53
1 iy it 08
5-61

GO F |oeennanns e et S

p If IUSORRRDR 1

§ ERREEIT e

2 1
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STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,
1966—Continued

STATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continved
(I distinguishes formal from Informal submissions)

iStatns of systems submitted for review: Apeiey far-

Svstems § feer tate for

suliject jo) stbanission

approval | In proeess | Returmed or [Approved| or resub-
of review withdrmwn | (note 1) mission

GELT. OF 1o
OFMEXT—AEG

D URRAX DEVEL.
A OF 3VaTEMS

Departmentwide. ... 2 ik
Housing and  Home “Finance Ageney |
Otlice of the Administrator, predecesso
Property -md.m\;mlla;sl.‘m______.. e

“Total—Tnformal submissions. ...

DEPT. OF THE INTERIOR—COMPLETE
SYSTEMS

Ori.'w[e of Lt “ern{'lr}'
3

1 Not es-

All otlier activities.
Burean of Outdoor Hee
Durentt of I 7
V.5, Fish and Wil

Bureau of Sport Fislerie

Burean of C i

tesulbi

(eolopleal &
National
lh'suhm aion
Bouneville Power Ad;
n Power A
Bouthwest -u'lm\\lr vl
Ofice of Territorl
I.lln:‘tlor'? A}

I
Covernment of Amer
Trust Territory of the |

Alaska Railroad.

Foederal Water I'oll
isteation_.......
‘Tatals:
Pormal sulymis H] || ¥ PR 7 SR
Informal subimi T T L (R e -
— i -
T . T 1 | 10 [l

DEPT. OF TUE INTERIOR—3EGMENTR
OF EYETEMS

at b

e mscwcm depeeciation,
ele. ... sl s s s

Oreotogical Surv

Statement of concepls

Total-=Formal submissi

DEPT, OF JUSTICE—COMPLETE SYSTEM3

Legal activities and general administration.| 1
Resubn

Naotes are shown on pp. 2356, ".5?.
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STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,

1966—Continued

STATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continved
(I distinguishes forma! from informal submisslons)

Systems
sulijeet to)
approval | In process

Etatus of systems submitted for review Apeney tar-

pet date for

of review

withdrawn

Tteturned or |/

sulnnission
or restb-
mission

DEFT, OF JUSTICE—COMPLETE SYSTEMS—

continued
1 zration sl Naturalization Service... 1 fL 1 F—
Totals:
Formal submissi s 4 1 3 ) R 3
Infprimal sub i 1
Total. 4 1 ] s 3
DEPT. OF JUSTICE—SEGMENTS OF STSTEMS T i -
Legal nell\m ard general administention:
Is—eollections und earn-
e _— 9- 919
P b b Tl PR oo
= ] - 7-54
..... e ad
Total g e ‘_’ 1 T i L
BEFT, OF LABOR—COMPLETE SYSTEMS N ) "
;\m.mul.ng policios and sl_mdrlrelq ________ 1 - y 12-60
wenlal neconnting system and an-
Ty accannting systems. . 1 e,
W orklrl!: capitul fund-—central sorvices. 5

07

Totals:
Formal sulwn
Luformal fuhm!\sums

Total

DEPIT. OF LABOR—SEGMEXNTS OF SYSTEMS

None,

FOST OFFICE DEPARTMENT—COMPLETE
SYSTE

Avconnting policies and standards
Hesubuorission. ..

Hesubmission .

Dﬂmrlmmlnl A0 W Evstem and
Hary accounting systews (note 6.

Total
I-umm'l subimissions. .

Total

1 g, 1651
o 2465 ¥
o B-13-86 F

2 2 1 1
1
3

POST OFPICE DEPARTMENT—SEGMENTS
OF SYSTEMY
None =

VEPT. OF STATE—COMPLETE SYSTEMS

Apency for International ‘I'lerl‘T—opmrul
tnote 7)
Internati

mission—1r i
Notes are -ihum 0 on pp. 256, 257,

-8 .



STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,

1966.-—Continued

S5TATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continued
(1 distinguisbes formal from loformal submizssions)

DEFPT. OF STATE—COMPLETE
STSTEMS—vontinued

b T BBy e e R
U8, Anus Control

Agency.
Dupa{rt

ol m' allnliu-r“lcti\‘ll.hs

king e el
Depar |m:llt \] .\ml mrmr pregrams. ..

|
Status of systems submitted for review Agency tar-
‘get date for

Total—formal submisslons. ...

subject to submission
spproval | In process | Retumed or JApproved! or resub-
of Teview withdrawn | (wote mission
Yo osnsunaalann - = 12-66
N R [ P—— Note 8
3 g R RSN B P
L =y S e, e
= -

DEPT. OF STATE—SEGMEXTIS OF SYSTEMS

Agoney for Loternational Drevelopiment:

Accounting principles and policies. ...
Accounting for central oitice sl @

missions. s excopt nmmrl; aeconnting
Central

uthl- activitie
nr nd reportiog for

p:lymli 0112

Congzular fee colleetions

Totals:
Fornmal submissions_ ...
formai

) e e e L e e

DEPT, OF THE TREABURY—COMPLETE
BYSTEMS

e 3

il repor
tnl'\mu ting for per-
tmnsnl]tlne Federl Government

ion of special and ov
Al reports of ©
Liovernment . .

e

Public debt seconnting
Internal Revenne Serviee:
Adlministratl ceannting
Hovenun sees i
Hestbmisgion. .
Cofliee of the "Treasurer of Hhe United State
Adininlstrative seeouuting ...

i F
=165 F

AP Paywoll Evstem Center
neral neconnts

st (hnn}l_

12-20-31

U3
Ttesuhinission.
Notez are shown on pp. 236, 257
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STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,
1966—Continued

STATUS OF APPROVALS DY DEPARTMENT OR AGENCY—Cenlinued
{F distingnishes Jormal from lnformal submissions)

I
Status of systems submitted for review :._\gv
‘ot

subjeet to E
approval | In process | Retumad or (A pproved)
of roview withdrawn | (nute 1)

DEPT. OF THE TREASURY—COMPLETE
SYsTEMS—pontinned

} 3-07

e bttt e 1066

Totals: - )
Formal sul 4 1 7
Informal submissions. . B 1 7 |- i mmmmmaan
1) 1 S pr—— & 7 4 7

DEPT. OF THE THEASURY—ZEGMENTS OF
EYSTEMS

Burean of Accounts:
Cuentral acconnts and reports:
Central necounting for cash oper-
ations of the Federal Govern-
me!

l‘rin\:inlﬂs, chart of acceunts,

and basic operations. 3-31-64 F .

Forelzn  currencles acquired
without dollars 10-31-62 F

- Resulanission____________ . =
al:

e of systeim . .
Burewn of Pablic ebt:
Prineiples relating to accountiog for
recehpts amd expenditures. fas 6-14-57 |...
Inleru il '{t\‘clule ‘-Lr\ ee:

Iatlon - 36
.Ull-' t\m' G'i]} |m) roll operations. : 1-4i1
Resubmission. .o P 762 F |
‘Totals:
Formal sulimissinns 1
Tnfortmal o
Totnl _1 4
IXDEPENDENT AOEXCIES—COMILETE i
BYSTEMS
Amerleon Battle Mo nts Conumission. 1. B-B-58 |

Alomic Energy Commisslon. o ..o.........
fvil A ies Board .. =

Resu b issin
(.I'ril Service Co

Notes are shiown on pp. 254, 2



STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,

1966—Continved

STATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continued
(1 distinguishes formal from |l\ ormal submigsions)

Status of systems submitted for reviewiAgeney tar-
get date for

snbject o) submission
approval | In process | Returned or (Approved| or resub-

of review withdrawn | (note 1) | mission

INDEPENDENT AGENCIES—COMPLETE
SYSTEMS—continued

Federal Aviation Ageney:
Apeneywide accounting concapts, prin-
eiples, and standards. ...
Imegrated completa nmuullm. sss-
tem and aneillury accounting sys-
1EI5. .
Federal Coal M
Federal Conmmnn fons Commissi
Federnl Home Loan Bank Board...

Safety Board of Review.
t

G-30-66 F =

G671
Note 13

I—‘t{hml Mar

= 12-67
b e e | e Note 13

Court of the United
for mation Ageney
nission

Areneywide:
Administrative acconnting
Personnel amd  seconnting  inte-

Trepart wnent of Med
A I eare and

’wlcs are -Jum non pp. 256, 257,

254

1265
" Note 14
Indetinite




STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,
1966—Continued

STATUS OF APPFROVALS BY DEPARTMENT OR AGENCY—Continued
(F distinguishes formml from informal submissions)

Status of systems submitted for review |Ageney tar-
1 Bystoms |__ get .
jsubject to,
approval | In process | Returned or (Approved] or
of review withdrawn | (note 1)

INDEPENDENT AGENCIES—COMPLETE
svsTEMS—coutinued

inistration—Continued
of Veterans Benelits:
salion and pension  pro-

Hesubmission 8 T

Pircet loan program. .. ooooaon

Loan guaranty Prograil. . e........

Infornil submission

AL S T sl 3| 2 3 »

INDEPENDENT AGEXTIHS—SEGMENTS OF
SYSTEMS

Fedeenl Aviation Agencey:
Property policies mird procedures
General chart of aceounts. T
el C 3

AbDP hanical pavroll 1 T T e T = 11— 2-G2
L3, Information Agency
Promestic payioll system .. .o 2465 F

‘Totals:
Fornnal subimissions.
Informal submissions

OTHER AGENCIES

EXECUTIVE OFFICE OF THE PRESIDENT—|
COMTLETE $YSTEMS

SEGMENTS OF 3YSTEMS

Ortlice of Fu ey Planning:
Statement of iing policy, in-
forual nly 21 e

s
=103

Nutes are shown on pp. 256, 257,

255



STATUS OF APPROVAL OF ACCOUNTING SYSTEMS OF CIVIL DEPART-
MENTS AND AGENCIES OF THE FEDERAL GOVERNMENT, JUNE 30,
1966—Continved

STATUS OF APPROVALS BY DEPARTMENT OR AGENCY—Continved
(F digtinguishes formal from ~  rmal submissions)

Status of systems submitted for review | Agency tar-

sEsluns e gel date for
submnission
approva! | In process | Retu or resub-
of review 3 nission
D.C. GOVERNMENT—COMPLETE SYSTEMS—
continmed
Tatals:
Formal subinisstons, ..o i ST PRI 3
Informal i s
Total.. Ty 3

ILC. GOVERNMENT—SEGMENT OF SYSTEMS

Department of Corrections:
Revolvin (1} 5 (0 TR, EReap

-1

Tesuly T
Totals:
Formal snbmisgions. . cooomennooo oo fies
Informal 28
Total e P

WASHINGTON AQUEMN(T—-COMPLETE SVS- .
o ) PR R o e s R SRt Y i mimmmiisic 203 |ccceaeee.| Indefinite

NOTES :

1. Because of subsequent legizsiat wm and refinements o preseribed requivements, most
of the accounting systems that have been approved In the past now peed reexpmination
and n|\|||m irinte revision in the light of eurrent requirements,

2, The Rural Eleetriication Administration is of the opinion that Its aceounting system
conforms  with the corrent principles, standards, and related requirements of the
Comptroller General and, aceordingly, has established no target date for resulbmission.

3. The Burean of Pubile Konds Ii'r:mnnll_\ submitted its accounting system for approval

id, In a report fo the Congress dated June 30, 1966, on onr review of the
pointed ont that we were not stating onr ﬂp]nrnnl of the Burenu's acconnt-

15 further development of the Bure ing for costs and
£ provedures,  We advised the Departme ree that we will

eyuest for approval when notitied that the propos v q which
concirred in by the Fede nI Highway Administrator, hav
ille Power Admi ration submitted segments of Its system over the
s e 1064 and suhmltled the final segment of the b.nilt'm dealing with

¢ necounting needs
e in this recently
tl¥ to ennble the

: hns ndvi
Ion Control Adu
but that these studies bhave
of 4 target lh[n
Gi. The Tost Ofice D plang to revize Itz necon
Tt conform te the s ting eiox and standard
for _approval individual portions or segments of the rev
to Decomber 31, 1068,

7. The Al:om-y for Internntionnl Development has established target dates for the
sibimission of certain ancillary systems or segments comprising the remaining portions
of its neconnting system during the Intter part of 1966, amd in March and June 1967
when the final segments of the complete system nre scheduled for submission.

8. The Department of State provides accounting services to the . Arms Control
and T nent Axeney on a reimbarsable basis.  Virtually all Im'lllem]' transactions
of the age are prowe-pml throngh the acconnting system of the Department of State.
Develapiment “of the ageney’s accounting system depends to a large oxtent on the activities
of the Department of ‘%tﬂn in this area, where a tavget date of December 1968 bas been
established for submis: of the departmentsl accounting system for approval.

The Bureau of {t‘mnnh formally s ted the first twa of seven chapters of a
nual for o al neeounting for eash ong of the Federnl Government on March 31,
t the two chapters mitred were intended to present the essentinl
whole in t s of the underlying principles and basic operations
was the type of information desired as a basis for approval
1 Oflice informed the Commlssioner of Accounts by letter doted
3 ., 19 at the material submitted was not suflicient te provide nn adeguate
s for approval of the system. Tt is nuderstood that the Burcau expects to revise and
complete deenwmentation of the system by December 1066,

lﬂ "llle I’turmu of thn I‘Llhllc Debt conslders that it has two accounting eystems: an

ati for =nlaries amd expenses and an accounting sys=tem
.l'or ]\lllmc dq»hl l.l'-lll!:-ll.lll'ﬂl-\ The principles relating to accounting for public debt
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1] llnl studles to det
rition are now bei
nor progressed su

. where required,
» in mittenily submit
il nu:ullnlin;, system prior




The

receipts and expenditures were approved by the Compiroller General on June 14, 14
i Iy for

pinder of the publie debt accounting syst:m has not been submitted for
np|1)r\n'

is on the
ml “needs of LT e
< 1066, and an approg

and efteel et
This review 13
te report thereon

12 ’l. lle (.i\i} Serviee Commission's Work Reporting and Cost Analysis 8yst approved
by e Comprroller Genera! A i 15 now considered to be an integeal part of
n{:mlh’lr} tu the two systems for Administrative Expenses aod for the Revolving IPond-
stigatio
Beeause of limited
Federil Lu'lll \ilno Safe

{11

size, the aceounting and other fivancial management activities for
Board of Review a ral Maritime Commission are
weral Bervices Administration whose anting system  wns
r General in June 19635,
ting Oflice izsued a report to the US. Taril Commission da
iow of selected aspects of the ion's lnancial
3 ng an _outline of the prineipal defielencies In the accounting sy
Cemmission cuployed n management consulting firm to review the enlive orgau xﬂriun
The Commission has advised that the observations and recommendations of the manage-
ment cousultants, the General Accounting Office, and the Burenn of the Budget were
Still being reviewed and evaluated, but that the Commission is not yot far cnough along
to establish mn,let dates for speciiic nccomplishments,

15, The number of systems subject to .‘ulpm\'nl ns shown in this report Ineludes only
complete accosnting systems for the reaszon thar the nomber of segments of systems on
whiclt tentative app ! may he r is not predictable. The number of complete
systems subject to approval mnay be alfected by future ehanges In plans of individun)
l‘lupl‘u‘lln(‘l\l'l el n;,ench_s as dculupmeut work progresses, and by the creation of new
u or the o lon or termination of existing agencies.

DECISIONS AND OTHER LEGAL MATTERS HANDLED DURING THE FISCAL
YEAR 1966
Assignment areas:
Appropriations and miscellancous__ _
Civilian personnel =

Contracts N

Military pay and "I“O“ﬂll(.‘l.‘s_

Transportation ——— ... _— N——
Privale inquiries; ele=_ oo pum o o s g 2

- 4,797

LEGISLATIVE AND LEGAL REPORTS FURNISHED TO COMMITTEES AND MEMBERS OF CON-
GRESS, AND THE BUREAU OF THE BUDGET (INCLUDED IN THE ABOVE STATISTICS ONM
DECISIONS AND OTHER LEGAL MATTERS!

To the cormittees of the Congress:
Legislative reports.___ 374
Legal matters_. rA LR
To Members of the Congress:

Legal matter: W —— -
633
To the Burean of thie Budget o e 99
TolR] oo e ta s i S0 T e et B ! 732
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TRANSPORTATION AUDIT AND CLAIMS ADJUDICATION
BILLS OF LADING AND TRANSPORTATION REQUESTS EXAMINED DURING THE FISCAL

YEAL 1966
| Notices of overcharge issned
Number Amount paic |
| Number | Amount
Andit:
Nills of kuling.. ..o 4, 546, 700 3043, 917, 055 72,044 0, 520, 576
T'ransportatior regques 2,708, 570 590, 0, 546 14,026 874, 0681
Totals. cnen e ceees 7,055,300 | 1,47, 220, 601 &6, 950 10, 691, 257

TRANSPORTATION CLAIMS RECEIVED AND SETTLED DURING THE FISCAL YEAR 1966

Settled
On bl On hand
Class ci claims July 1, |Received h
1965 - ber [ Ampunt Amonnt
of elaims elaimed allowed
Freight l 16,045 24, 207 26, 549 i 58, T35, 405
*assenge: 7506 3,674 2, 564 24, 474, 863
Totals = l 16, &01 G, 550 20,415 I 37,130, 274

1 Inelmles allowanee of 330,312,753 for Military Airdiit Conunand movements audited before payment.

TRANSPORTATION AUDIT AND COLLECTIONS, FISCAL YEARS 1957-66

Bills of lnding Notiees of overcharge Issued
Fiscal year und transpor- | Amount paid — Total
tation requests collections !
unlited Inamber Amount
11,605,521 | 32, 240, 435, 771 117,224 238, 700, 924 347, 634, B42
10,678, 433 | 1, 783, 884, 451 458 43, 500, 535 G2, 461
10,570, 724 | 2,001, 198, 613 84,515 G, BT, 785 249, 535, 058
5002 516 | 1,876, 070, 097 58, 580 25§14, 100 21, 544, 550
0,554, 818 | 1,250, 505, (41 63, GI0 21, 110, 745 24, 070, 443
6, 740, 870 | 1, 185, (04, 916 78,003 7, 302, 952 23, 150, 88
7114 570 | 1320, 208, 408 77,833 13, 146, 393 15,050,013
834 | 1,332, 540, 920 74, 251 11,362,179 0, 499, 461
6,811,821 | 1,184,461, 622 70, 180 10, 102, 405 9, 657, 360
7,555, 366 | 1,474, 220, 001 &6, 970 10, 694, 257 §, 404, 453
§4, 523, 582 | 15, 639, 530, 600 £39, 503 220, 522, 665 245, 738, 662
1 | 1l 1 in our adjudication of elaims 1 by other Government agencles,

TRANSPORTATION CLAIMS SETTLED DURING

FISCAL YEARS 195766

Fisecl year

Amount
clalmed

Number of
claima

Amount
allowed

L B30
11, 500, 01%
T, 105, 150

£8, 441, 30

14, 455, 277
23, 405, 451
b33, 440, 450

114, 154, 501

o] hiefore payment.



GENERAL CLAIMS SETTLED DURING THE FISCAL YEAR 1966

i
I On hand | | Ty Tl
Clazz of eladins | Jwlv1, | Heeokeed | Scuthed June 30,
| st | | 1466
1 i Lo T
B E & 271 bl
20, i ' 41,201 7T e, i
0,174 | 49, 750 l 42,251 | 87,073
COLLECTIONS BY CR THROUGH THE EFFORTS OF THE
GENERAL ACCOUNTING OFFICE, 1957-66
{000 omitied)
P L R Sl SN e M A = s : ; ==
Tizcal year General Transporia- General Total
audit tion nudit clubns collections
b L1 7 R —— 7,704 10,426 $65, 875
1955 . . 149, 305 7,424 1, 891
18,445 £,376 B, 559
14, vl T, 43,439
%, 470 4,878 47,019
i 0, 23% 45,219
1 4,578 20, 167
7 6,410 a1
202 4,070 24, 40
4, 508 4,129 17, 142
117, 930 63, 707 417,476
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SUMMARY OF FINANCIAL SAVINGS ATTRIBUTABLE TO THE WORK OF
THE GENERAL ACCOUNTING OFFICE IDENTIFIED DURING THE
FISCAL YEAR 1966

COLLECTIONS AND OTHER MEASURABLE SAVINGS

foon omitied]

Other :
Collections | measurable Tatal
suvings

|'u|l‘l‘11. A

Gieneral Her a e &3
te Commerce Conmiss 41
eromatitics ad 1,014

Mediation B 1

il Com a3

Rairoud Retirere T 5
Vererns Admindstration. . 2,35
Other agcncies. B
T aal for andit of drp artments and agencies. 115,013
Transportation and 5,495
Gieneral claims work. 129

Tota

DETAILS OF OTHER MEASURADLE SAVINGS

Details of other measurable financial savings including additional revenues auribut-
able to the audit work of the General Accounting Office during the fiscal year
1966, totaling $113,443,000, are listed below. Approximately $40 million of the
savings or additional revenues are recurring in nature and will continue in future
years. The items listed consist of realized or potential savings in Government opera-
tions directly attributable to action taken or planned on findings developed by the
General Accounting Office in its cxamination of agency and contractor operations.
In most instances, the potential savings are based on estimates and for some items
the actual amounts to be realized are contingent upon future actions or events.

Action taken or planned Estimated
Bavings
Supply Management:

Transfer of excess material to agencies or contractars for use in

licu of making new procurements. ............ .....ooeion. 519, 940, 000
Return to artive inventory excess or surplus material and equip-

ment which was either prematurely scheduled for disposal or

not being recognized as an acceptable substitute for items

in current demand 11, ", o0n
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DETAILS OF OTHER MEASURABLE SAVINGS—Continued

Action taken oy planned Estimated
anrings
Supply Management—Continued
Cancellation of plans to purchase materials for which there was
510, 006G, 000
Savings resulting from reduction of rates paid for farm storage
of grain under the 1963 reseal program................ 9, 200, 000
Reduction in losses from deterioration of limited-life and excess
medical supply items in the civil defense medical stockpile 8, 691, 000
Adjustment of prices under existing contracts for proposed

amendments 6, 707, 000
Annual savings in upcr'ltln" cost ($")U lJUU) .md reduction in

replacement cost 1$3,3500,000) of seagoing tender used for aid-

to-navigation work made available for partial support of the

national oceanographic effort...........ooovininnn R 3, 750, 000
Transfer and utilization of excess missile launching and handling

rails in licu of making new procurements..............c0.l 502, 000
Reduction in procurcment costs as a result of qualifying addi-

tional suppliers as competitive sources for items previously pur-

chased on a sole-source basis 439, 000
Savings by having fee-basis physicians’ prescriptions filled in VA

pharmacics instead of in private pharmacies 428, 000
Savings in procurement cost as a result of direct purchase from

actual IanulAChIIE .« cw s e s e T A e 396, 000
Redistribution of ammunition provided under the military assist-

ance program which was excess to recipient country needs. ... 392,000
Cancellation of production of items obtainable at lower prices. . .. 361,000
Savings realized by replacing sedan delivery vehicles with lower

st TR ORGSR R  eS 294, 000

Reduction in Government-wide procurement costs due to elimina-

tion of the requirement that general office desks be equipped

with locks. oo oo e 250, 000
Annual savings resulting from change in method of contracting

for photographic services from time and material contract to

cost-plus-fixed-fee contract.. ... iieviviaii e iaiiaiioie 143, 000
Savings on purchase of aircraft parts for overhaul as a result of

NEW Pricing Procedures. ... o.ue e ererinreireeenreennen. 131, 000
Reduction in charges to Government cost-type contracts of cor-

porate and administrative eXpenses. . ......o.voveriieneina... 126, 000
Cancellation of unnecessary handtool procurements............ 125, 000

Return to accountability of Government-owned material not

Lknown to exist and equipment improperly retained by con-

BEROROTE - rorerwonom s o o e 3 WP TS 125, 000
Reduction of costs resulting from revision of procurement pro-

cedures to require support services contractor to consider GSA

source of supply prior to purchase of general supply items from

more costly commercial sources. ... ..., o 116, 000
Utilization of excess property as a result of more adequate screen
THE PROCEAMPES oo s S R s ST 110, 000
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DETAILS OF OTHER MEASURABLE SAVINGS—Continued
Aetion tuken ur planned

Supply Management—Continued
Savings resulting from the eentralized procurement of certain
drugs at prices lower than prices available to individual ficld

EVRIINE soctenc s ot s i A S T i s s
Redistribution of missile system spare parts which were deter-
mined to be excess to the needs of the Republic of China_ . ...

Cancellation of outstanding requisitions and programs for train-
ing ammunition not required for the military assistance
program in a South American country...

CHIET BUEIE . oo v s s i o s S

Communications:

Reduction in number of leased telephone circuits in cable
facility through utilization of unused teleplione cireuits in
microwave facility (estimated annual savings) . ..............

Paynrents to Government Employees, Veterans, and Other Individuals:

Annual savings through reducing travel costs by making Gov-
ernment vehicles available for use in lieu of privately owned
AOTOMDBIRS e e R RS R

Savings resulting from revising travel regulations to permit the
paviment of a lower rate when justified to compensate employ-
ees for expenses incurred when using privately owned aunto-
mobiles for official business. ..o

Savings resulting from the enactment of legislation granting leas-
ing authority to the Coast Guard and the issuance of instruc-
tions to implement the Coast Guard's Leased Housing
Program to permit leasing FHA houses in certain arcas. ... ..

Improved housing administration procedures reducing vacancy
periods and resulting in a reduction in payments for housing
allowance (estimated annual savings)....................0.

Increased use of quarters in Air Force-leased hotels to prevent
unnecessary payments of quarters, lodging, and per diem allow-
ances to military personnel on official duty in London, England
(estimated annual savings)..........covvieiiiianenns .

Annual savings resulting from reducing Federal unc‘mp]o'_vmcnl
benefits payable to certain Federal military retirees...........

Revision of method used to compute living quartcrs allowance to
civilian employees overseas (estimated vings)......

Correction of ecrroncous pay and allowance computations and
records

Reduction in costs of allowances for guarters by discontinuing
payments of housing allowances to military personnel without
dependents living in quarters provided by the Republic of China
(estimated annual savings)........ B A R S e R A e

Correction cf erroncous payments of post dlﬂ'ercnlnl and charge
pay [rom Foreign Service Personnel and salary overpayments to
reemployed Civil Service annuitants. . ... ...coooiiiiiiin.n

Other items

Datomated
EINT T

108, 000

96, 000

43, 000
289, 000

503, 000

1,500, 000

1, 000,000

244, 000

218, 000

159, 000
138, 000
104, 000

75, 000



DETAILS OF OTHER MEASURABLE SAVINGS—Canlinued
dction takew oo planne i

Loans, Contributions, and Grants:

Additional interest earnings by making payments under the medi-
care program on a reimbursement rather than on an advance
paynment Basis . s

Disallowance of excessive noncash grant-in-aid credits for srhon!
park, storm drain. sewer, and parking facility )

Additional funds available to extend the CGropland Cunw:rslon
Program o more farmers by discounting at the rate of 5 per-
cent a vear advance payments made to farmers participatin
the: TI66  DrOEroTi. o & oo bi Sh i i s v nidd

Reduetion in eost of Federally financed project. .

Prevention of unauthorized expenditure of funds on nonnntthmg
DASES . o

Oler I8, ... vuosiae sosnss

Leasing and Rental Costs:
Purchasing rather than leasing automatic data processing and

related equipment. .. ...
Savinus n:.suitlm1 from the purchase of leased automaitic d'\l'\
processing machines at reduced prices. .. ..

Annual savings in rental cost for equipment r(-sult o from the
the consolidation of certain data processing operations

Annual savings resulting [rom the conversion to usable space of
a Government-owned building which had been declared un-
suitable for wse by Federal agencics and was scheduled for

[0 5 A A T A R B B
Savings to be attained by purl:h'lslm; instead of continuing to
lease radio and telewriting equipment. .............. ...l
Savings to be attained by purchasing rather than leasing certain
office copying equipment. .. ..o.v e oneueiuear i
Purchasing rather than leasing office copier...................
e B o e S e e R R

Rental Income:

Additional revenue due to changes in rental rates and utility
charges for Government-owned housing and quarters. . ... ...

O TN o i i R s S e e Sl

Construction, Repair, and Improvement Costs:

Savings in construction and [urniture costs to be effected because
of revisions in seating and capacity standards for school dining
facilities .............

Savings to be cffected by direct procurement of certain equip-
ment for construction Projects.............oeeve cuveioian

Operation and Maintenance:
Discontinuance of the use of a U.5. Navy Landing ship tank in

support of recreational facility in Hawaii (estimated annual
SRVER] . vooomonmsn s inmmn s s i e

=

I3

Bt immiz ol
SUCING S

300, DOD

601, 000

200, 000
200, 000

160, D00
263, 000

, 836, 00D

518, 000

435, 000

227, 000
109, 000
97, 000

23,000
62, 000

126, 000

21, 000

146, 000

29, 000

704, 000
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DETAILS OF OTHER MEASURABLE SAVINGS—Continued
Action taken or planned
O peration and Maintenanee—Continued
Increase in charges for utilities furnished to industrial and agri-

cultural lessees, and nonappropriated {unds activities {estimated
annual SAVINES) ... it e

Manpower Utilization:

Reduction in stafT at Army Finanee Center {estimated annual sav-
IER] . o oiinv et s e e SRS S S e

Annual savings in pe rsnm'u'l cosis resu
of certain data processing opcraunns R R

Savings resulting from reduction of posmnns for thc C‘hlmgo
Employment Service offices 5

Savings in salary costs resulting from uhhnuun of availuble
automatic data processing equipment (estimated annual sav-
17177, 3 RN P g5 57 e T e e Sty

Elimination of unnecessary guard post positions at security in-
stallation (contract period)...................

Trade Development and Assistance;
Annual dollar savings and favorable effect on balunce-of-payments
position by requiring that certain sales agents invelved in Public
Law 180 transactions be paid sales commissions in forcign cur-
rency rather than in United States dollars provided by GCG. ..
Annual dollar savings and favorable effect on balance-of-payments
position by requiring foreign governments to bear their proper
share of ocean transportation costs of shipping Public Law 480
commodities on United States flag vessels ..................
Consolidation of shipments of agricultural commeodities donated

under Public Law 480 to voluntary reliel agencies, resulting in
annual savings in ocean transportation [reight costs.
Estimated annual reduction of dollar expenditures for thc pur-
chese of bags for the distribution of commedities donated un-
der Nublic Law 480, by requesting the recipient country to
provide bags from its own Iesources. ...........o0 ool

Transpoertation:
Savings in transportation costs by reduction in the number of
empty CONEX containers shipped from Europe to the United

States (estimated annual savings).............oooiea
Savings resulting from partial consolidation of duplicate shipping
services to the Canal Zone (estimated annual savings) . ... ..
Reduction in travel costs through greater utilization of Air Force
passenger aircraft

Other Jtems:
Tncreazed postal revenues to be realized as a result of increasing
the selling prices of stanped envelopes. .. .. :
Elimination of pavments of excess sales |}|ut_cu|5 o dcf:mllc(l

small home mortzagors upon resale by FHA of foreclosed

Properey
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$2+, 000

1, 276, 000
1, 038, 000

421, 000

160, 000

152, 000

1, 200, 000

1,042, 000

880, 000

100, 000

1,000, 000
534, 000

295, 000

3, 000, 000

2,264, 000



DETAILS OF OTHER MEASURABLE SAVINGS—Continued
Avtion taken or planned Eatinated

anrings
Other Items—Continued

Savings in mail transportation costs by discontinuing the use of
........ $2, 000, 000
Elimination of intcrests costs resulting from the '\ccdcntcd pay-

ment of unamortized construction costs of a laboratory

building. .. ........ ...
Increased revenues resuiting from an increase in bus fares and

savings resulting from  discontinuance of nonessential bus

................................... 364, 000
erest cost resulting from termination of

check-cashing agreement and discontinuance of the practice of

compensating Washingion, D. €., area banks [or cashing Gov-

ment salary checks. ..o 340, 000
Additional annual revenues resulting from the uu_luslnu of saw-

log elip values in timber appraisals
Additional revenue resulting from an iucrease in the volume of

timber to be cut from a Forest Service management area

(working eipcbed o EE TR T 224, 000
Savings resulting from discontinuing the purchase of title in-

surance on properties acquired as a result of default on guar-

e fr‘ MRYIMOT CRVE: . wo v cnvnime s e e wie e srw syt

, 200, 000

services .

Annual savings in

anteed housing loans. ... ....oovviiiiiiiiniiiiir i 180, 000
Cancellation of contracts for consultant's services and rcductmn in

number of emplovees by a nonprofit corporation financed un-

der Government contracts {estimated annual savings) ... .. .. 123, 000
Additional income resulting from increases in prices charged

for meals served employees and visitors at penal institutions. .. 110, 000
Savings in interest costs as a result of deferring payment for new

computer SYStems. ... A ST A0 TA RS b s s 93,000
Terminatior. of costs to Government f{or property damage insur-

ance on Government-owned property being utilized by con-

tractor (estimated annual savings) . ....oooiiiiiiiiiian, 39, 000
Miscellaneous other items. ...t 400, 000

Total other measurable savings. .. ......................... . 113, 445, 000

ADDITIONAL FINANCIAL SAVINGS NOT FULLY CR READILY MEASURABLE

Many significant financial savings of a one-time or recurring nature which are
attributable to the work of the General Accounting Office are not fully or readily
measurable in financial terms. These savings often result fvom actions taken by
Federal agencies in their efforts to eliminate the unnecessary experndilures or other-
wise correct the deficiencies brought to light in our audit reports. The extent to
which these corrective actions are motivated by our reports is not readily identifiable
nor are the financial savings readily measurable in all cases. A few examples of such
actions identined

ine the fiscal vear 1966 are described below:
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ADDITIONAL FINANCIAL SAVINGS NOT FULLY QR READILY MEASURABLE~Continved
Changes in Agency Palicies, Procedures, ond Praclices

Rebuilding of Used Motor Vehicle Tires
I areport 1o the Congress in June 1066 we presented our findings on the savines

thar can be attained by the Deparoment of e Air Force by rebuilding used motor

veliele tives, We estimated that exwensive vebuilding of used tives by the Aiv Yorve
would have resulted in savings of as much as $2 million in one fiscal year and could

Yikowise resele in subseaneial savings in future years. A most of the installations in-

cluded in our rl\u‘\\ requitements for replacement tires were bei g omet o some
extent through the rebuilding of used tires ; but, on the whole, insufficient emphasis had
been placed on this sowrce of potential savings.  Many uu‘(l tires were being con-
dermed when lh{-_v could have been rebuilt :m(i, in many cases, tires were worn exces-
sively before remeval, thus precluding vebuilding.

We found that tire inspection personnel had not been adequately indoctrinated
i the savines to be derived from rebuilding used motor vehide tires and that
suflicient re s, The Air

nance which

dew and control had not been exercised over their activ

Yoree had established general policy guidance with respect to tire
provides that used motor v

tele tives can be vebuilt and used by Foree installa-
tons whenever possible.  The instructions poeimed out that careful periodic inspee-

non of tires will provide carcasses suitable for rebuilding and that such tres can be

expected o last as long as new tires and in some cases longer.  We found, however,
that the extent to which this general policy guidanee had been implemented varied
substantially amony installations.

We concluded from our review that th

¢ was a need for the estblishiment of
1

specific tire-removal eriteria which could be applied by vehicle maintenance person
to ensure the removal of tires before excessive wear prevents rebuilding,  In ad
tion, since each Air Force installation has the responsibility [or obi ny replacement
tires for its motor vehicles, it scemed evident to us that closer supervision of tire
inspection, removal, and rebuilding activities by base officials and increased command
surveillance were required to ensure effective performance and to realize the maximum
savings possible,

In response to our draft report, the Assistant Seeretary of Defense {Installations and
Logistics), informed us by letter that the Air Force was in general agreement with
our findings. He also stated that a new technical order had been prepared to provide,
among other instructions, for the periodic inspection of tires and for their removal if
the remaining tread depth is less than 2/32 inch at its lowest point. Further, he
pointed out that broad dissemination had been given our findings within the Air
Force and other military departments so that proper attention can be given to these
matters.  We believe that the new instructions will result in substantial savings if
properly implemented,

Manogement Conlrol of Projectile Fure Covers and Other

o, Bl A P P -
P

In a report to the Congress in January 1966, we found that the Navy incurred
costs of about $218,000 in the 3-year period ended June 30, 1964, because significant
quantities of the projectile fuze covers were not returned by user activities, and
other quantitics, although returned, were lost or sold as scrap.  Since the Navy has
a continuing necd for these fuze covers, possible savings of as much as $595,000
could be realized during the 3-year period ending June 30, 1970, by establishing
effective controls over the return and reuse of these covers.

Although our review was limited to the specific fuze covers, we did note that
procurements of other reusable ammunition components were made neeessary by
the [ailure of user activities to return such compenents to the supply system.
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ADDITIONAL FINANCIAL SAVINGS NOT FULLY OR READILY MEASURABLE—Continued

We concluded from our review that the basic problem was that there was an
absence of an adequate system of responsibility, accountability, and surveillance
over reusable aminunition components in the Navy, We recommended that the
Navy develop and implement appropriate accounting controls over the issue and
return of reusable ammunition components and establish surveillance over the opera-
tion of such controls to ensure their effectiveness.

In March 1966, the Navy advised us that the Navy Auditor General would conduct
a service-wide audit of the Navy's ammunition supply svstem and that the audit
would include a review of the adequacy of existing accounting procedures for con-
trol and surveillance.  Proper corrective actions taken as a result of the Navy's
audit should result in substantial savings.

Reduction in Vacancy Llosses in Gov Owned Housing

In a report to the Congress in March 1966, we stated that during our review of
the management and utilization of Capehart, Wherry, and other Government-owned
family housing, we found that unoccupied family housing units at Army installations
remained vac or were used for other than their inended purpose for excessive
periods.  This condition prevailed because installation officials responsible for the
management of family housing did not (1) control the time taken to process and
renovate family housing for reoccupancy, (2) maintain complete listings of personnel
eligible for family housing, (3} direct eligible personnel to occupy family housing,
and (4) redesignate excess available officer housing to meet the housing necds of
enlisted men.  Had the Government-owned housing been occupied by eligible per-
sonnel, the Government's cost of family housing could have been offset by 1cductl0ﬂs
in guarters allowance payments as intended by the Congress.

The Deputy Assistant Seerctary of Defense (Family Housing) concurred in general
with the findings, conclusions, and proposals contained in our draflt report and
outlined to us a series of corrective actions being taken Army-wide. He also stated
that at the specific installations concerned, corrective action had been initiated on
deficiencies uncovered by the General Accounting Office as rapidly as they were
identified. The actions taken should result in improvement in utilization of the
housing and a substantial savings in quarters allowance payments,

Power Contract Amended

A power contract between the Southwestern Power Administration (SPA) and
the Associated Electric Cooperative, Inc., provided for SPA to reserve, for Associated’s
use, a number of kilowatts of clectric capacity, for which Associated agreed to pay
SLILAD a kilowatt a year, A similar provision was contained in another contract
between SPA and a group of utility companies.  In addition to the capacity charges,
both contracts provided that 2 mills would be paid for each kilowatt-hour of encrgy
uwsed. The SPA-Associated contract also provided that Associated could utilize the
L':lp:lcil]' reserved for the companies during periods in which the capacity was not
required [or use by the companies,

The SPA-Associated contract is to expire on May 31, 2000, while the SPA-com-
panies contract is to expire on May 31, 1983. Since the SPA-Associated contract
provided that Associated would be permitted to utilize, until May 31, 2000, capacity
not required for the production of energy under the SPA-companies contract, termi-
nation of the SPA-companies contract on May 31, 1985, could result in Associated's
utilizing without a capacity charge for a 13-year period the 190,000 kilowatts of
capacity previously reserved for the companies. At a charge of 14440 a kilowatt
a year, the revenue loss could be $2,736,000 annually and $41,040,000 for the 13-year
period.
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We proposed that the SPA-Associated contract be amended to assure that in the
cvent the SPA-companies contract is terminated prior to the SPA-Associated contract,
the Government could require Associated to pay for the right to use capacity pre-
viously reserved for the companics, or that SPA could sell the right to the use of
such capacity and the related encrgy to another customer.

This finding was included in a report to Congress in June 1965, and in October
1965 the SPA-Associated contract was amended to implement our proposal.

Opporiunities for Reducing Certain Troining Cosls

Our review of selected training courses conducted by the Internal Revenue Service
(IRS) showed that, for 32 training courses and conlercnces, the IRS could have
reduced per diem, travel, and space rental costs by about $65,000 had these courses
and conferences been conducted in space available in Government buildings located
within the official duty station of 572 out of a total of 1,203 participants rather
than at outlying hotels and other leased accommodations. Since similar courses
and conferences were held by IRS at hotels, motels, and other non-Government
space during the period of our review which cost the IRS an estimated $800,000,
additional cost reductions may have been possible for other training courses.

In July 1965, we proposed that the Commissioner of Internal Revenue require
responsible officials to select available Government facilities whenever possible for
use in the training program at locations which would result in the most economical
use of Government funds, In February 1966, the IRS issucd guidelines for use
of Service officials which may alford opportunities for reducing training costs.

Loased Bin Siles

Our review of the practices employed by the Ajricultural Stabilization and Con-
servation Service (ASCS), Department of Agriculture, in obtaining leases for bin
sites for storage of Government-owned grain, disclosed that the Government would
incur additional costs because in two States included in our review ASCS had
entered into new leases at increased rentals although the existing leases provided
options to continue occupancy of the sites, at no increase in rental, generally for
as long as 10 years. We found also that the granting of the rental inceeases was
contrary to ASCS's written policies and procedures and  that such policies and
procedures had not been uniformly applied in the four States included in our review.

In response to our report to the Administrator, ASCS in September 1965, ASCS
informed us of the action it proposed to take in the mnatter. Because, at the time
of our review, there were in one State alone 1,428 bin-site leases having an annual
rental of $180,000, we believe that the action promised by ASCS, il properly im-
plemented, will result in significant, but not readily measurable, annual savings
to the Government,

Possible Reductions in Medicare Program Cosis

In a report to the Senate Committee on Finance in May 1966, we raised specific
questions and commented on certain aspects of the Secial Sccurity Administration’s
{88A) proposed principles of reimbursement to providers of services for reasonable
costs under the Medicare Program. As a result of our review, S5A revised its
planned procedure for paying providers of Medicare services, which the Chairman
of the Commitiee subsequently stated would save the Government $95,000,000 during
the first 10 years of the program. SSA also made certain other revisions in line with
our sugeestions in its cost reimbursement formula which, under certain circumstances,
will result in additional financial savings for which no estimates have been made.
These revisions we == (1) offsetting intevest earned on funded depreciation amounts in
prior years against interest expense currently allowable, in the event the funded de-
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ADDITIONAL FINANCIAL SAVINGS NOT FULLY OR READILY MEASURABLE—Conlinved

preciation is used for purpeses not related to patient care, (2) restriciing changes in
meathod of depreciation to one change during the useful life of a particular asset, and
(3) including in the determination of allowable cost, gains and losses realized from
the disposal of depreciable assets.

Military Pay ond Allowonces

As a result of reviews and reports on military pay and allowances, improvements
were made which should result in substantial savings and more effective administra-
tion of certain aspects of pay and allowances of service members, particularly since
the payments were of a type which recur frequently,

We reported to the Congress in October 1965, that our audit indicated that for
a period of one year, the Army and Air Force had made estimated erroncous mileage
payments of $1.1 million {about $800,000 in overpayments and $300,000 in under-
payments), The accuracy of these payments should be improved as a result of action
taken by the Army and the Air Force to strengthen their internal review procedures
to ensure that instructions for computation of travel vouchers are understood and
complied with and that supervisory personnel perform adequate reviews of travel
vouchers.

In a letter to the Secretary of the Army in March 1966, we reported on our evalua-
tion of *he audit performed by the Finance Center, U.S. Army, of payments to military
personnel for travel of dependents and dislocation allowance. We advised him, that
based on our review, we estimated that the Finance Center audit of vouchers for
a l-year period failed to disclose overpayments amounting to about $133,400. Sub-
sequent to our review, Finance Center officials established detailed audit procedures,
and instituted formal training for auditors. In addition, in an effort to prevent
errors in the field, provision was made for data concerning errors to be included in
a monthly bulletin issued to all installations.

Disparitics in Transporling Overseas Personnel To ond From Werk

At ten overscas posts visited by us, we found that, while one or more agencies were
providing free transportation to and from work for their American employees on
the grounds that there was no practical alternative, other agencies at the same
post were not providing such transportation and their employees were commuting
without using Government-furnished transportation. We found also that a substan-
tial number of personnel at the posts we visited were receiving [ree Government-
furnished transportation to and from work daily even though privately owned vehicles
of these employees had been transported to their posts at Government expense.

On the basis of our review in the ten countries and the limited information available
on the world-wide practices of the principal United States Government agencies
overseas, we estimated that the practice of providing free transportation to and from
work to employees on a world-wide basis was resulting in unrecovered costs to the
United &tates Government of several hundred thousand dollars annually. The
Department of State informed us that it was aware of inequities in the treatment of
overseas employees of the various agencies and that it was determined to overcome
these differences.  The Department agreed that, as a matter of principle, a charge for
use of Government-owned vehieles to and from work was appropriate. The Depart-
ment's plans called for the Ambassadors in the various countries to ensure equitable
treatment of all employees regardless of agency and to provide for the levy of a
charge for to-and-from-work transportation except in unusual and unique circum-
stances.
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Changes in Regulati of G t-Wide Significance

Armed Services Procurement Regulation

Procurement of componenis needed by contractors in production of weapon sys-
tems and other major end ilems—We had issued to the Congress a large number
of reports over the past several years on reviews of the policies, procedures, and
practices followed within the Departinent of Defense in determining whether certain
components needed for installation in weapon systemne oc other major end items being
produced should be purchased by the contractors or purchased by the Government
and furnished to the contractors. In these reports we pointed out the economies
that could be realized in Government procurement if the Department of Defense
and the military services would make greater efforts to furnish components to
contractors in instances where it is feasible and to the advantage of the Government
to do so.

The economies stem from several factors. Purchasing of the components by the
Government provides an opportunity to consolidate requirements for a component
common to several weapon systems or other mezjor end items and to take advantage
of the lower prices that may be available for purchases in larger quantities. Inasmuch
as military procurement is subject to provisions of the Armed Services Procurement
Regulation which requires the use of formal advertising procedures designed to
obtain full and free competition, unless specifically excepted by law, the Govern-
ment is more likely to purchase the components competitively, thus affording all
qualified producers an opportunity to participate in supplying the Government's
needs, Also, the furnishing of components to the contractor places the Government
in a sound position to negotiate a lower price for the end item by reducing the
profit or fee which otherwise would be allowed on the contractor's cost of items
purchased under the contract.

The Department of Defense policy guidance, in effect during the periods covered
by our repoits, appeared to us to tend to discourage the practice we were advocating.
It gave the military services broad latitude and was variously interpreted in their
implementing instructions. The interpretations ranged from the position of the
Air Force, that components should be Government furnished to the maximum prac-
ticable extent, to the position of the Navy's Bureau of Ships, that the furnishing
of such items should be “reduced to an absolute minimum.”

One example of the economy resulting from direct procurement of items by the
Government was brought to the attention of Congress in February 1966, when we
reported that the Navy, in contracting for variable timing fuzes, could purchase
directly from the component mapufacturers rather than through prime contractors,
certain electron tubes and reserve energizers required for use in the fabrication of
the variable timing fuzes. Had the Navy [urnished the tubes and energizers under
contracts awarded for variable timing fuzes in 1962 and 1963, the Government
would have saved $421,903 in profits realized by the prime contractor in subcon-
tracting for these components.

After we brought this matter to the attention of Navy officials, they agreed that
there would have been a savings if the tubes and energizers had been furnished
by the Government. Further, the Navy has indicated intentions to supply compo-
nents as Government furnished material in the future procurement of fuzes.

On October 1, 1965, new guidance was added to the Armed Services Procurement
Regulation. The new provision as revised December 1, 1965 (sec. 1-326), contains
a policy statement and procedural guidance designed to encourage and expand the
practice of furnishing components to contractors when the circumstances are appropri-
ate. It also fixes responsibility for decisions and for maintenance of appropriate
records to document the basis for decisions. (Numerous reports issued in recent
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vears; also, Polizy Guidance Strengthened on Direct Procurement of Components
Meeded by Contractors in Production of Weapons Systems and Other Major End
Items, Department of Defense, B-158604, April 29, 1966.)

Contractors’ employee recreation and morale costs charged to Government con-
fracts—Pursuant to a request by the Chairman of the Subcommittee for Special In-
vestigations, House Committee on Armed Services, we conducted a survey of activities
of selected deflense contractors relating to employee recreation and morale expendi-
tures that are passed on to the Covernment. Our report on the survey, submitted in
July 1964, presented our findings that there was little uniformity in the management
and control of morale and recreational expenditures by contractors and that the
costs financed by contractors were generally allowed by the agency contracting officers
in contract negotiations.  Also, because the related provisions of the Armed Services
Procurement Regulation were variously interpreted by agency contracting officers and
agency auditors, there were significant variations as to the nature and extent of the
costs allowed under Government contracts. The Subvommittee held hearings on the
subject and, in its report issued in August 1964, recommended that the Department
of Defense make such changes ‘n contracting policy and in provisions of the Armed
Services Procurement Regulation as may be necessary to clarily existing policy and to
attain certain specified objectives.

On December 1, 1965, the Armed Services Procurement Regulation was revised
(sec, 15-205.10) to define more clearly the nature and extent of contractors’ em-
ployee recreation and morale costs allowable as charges to Coavernment contracts.
{Survey of Activities of Selecterl Defense Contractors Relating to Employee Recre-
ation and Morale, Department of Delense, B-153403, July 21, 1964.)

Documentation of extent of reliance on contractor-furnished cost or pricing data
in negotiation of prices—We found that the Air Force had negotiated a fixed price
contract on the basis of cost and pril:ing infurrn:iliun, furnished and certified hy the
contractor, which included an overstatement of about $284,000 in the estimated labor
and material costs. The price proposed by the contractor was reduced by about
891,000 during negotiation and oprior to award of the contract. However, the
record of negotiation was not clear as to which clements of cost or profit gave rise to
the reduction. Therefore it could not be determined what portion, if any, of the
reduction of $91,000 was applicable to the overstatement of $284,000 or what re-
liance the contracting officer had placed on the overstated labor and material cost
estimates [urnished by the contractor. In our report submitied to the Congress
in April 1963, we recommended, among other things, that the Armed Services Pro-
curement Regulation be amended to require the contracting officer to include in
the record of negotiation (1) a statement evidencing the extent of his reliance, or
the reasons for and extent of his nonreliance, on cost or pricing data required from
and supplied by the contractor and (2) a statement evidencing and justifying the
basis usad in those instances where the price is negotiated in whele or in part on a
basis other than reliance on the cost or pricing data required from and supplied by
the contractor. The Department of Defense agreed and on February 1, 1966, added
the substance of the recommended provisions to the Armed Services Procurement
Regulation (sec. 3-811(a)). (Overpricing of Aircraft Identification Equipment
Under Contract, Department of the Air Force, B-146944, April 29, 1965.)

Revision in production procedures—In a report to the Congress in August 1962,
we found that the Navy could have avoided costs of over $2.3 million if action had
been taken to prevent the start of production on an item when test results of prepro-
duction models indicated they were defective and did not meet contract require-
ments. We found that despite continuing adverse test results, the Navy accepted de-
livery of 1,829 of the items. In so doing, the Navy provided that such modifications
as were required to meet contract requirements would be made by the contractor at
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no cost to the Government. Although some mudifications were made, the items were
not satisfactory.

Disposal action and recovery action against the contractor resulted in revenues
of only $62,000 with a loss to the Government of about $2.3 million. We concluded
that the : able costs disclosed by our review were attributable to failure to follow
the established policy of assuring that a satisfactory production model hz: been
manufactured before volume production is undertaken. We recommended that the

Department of Defense consider incorporating guidelines for testing preproduction
models into the Armed Services Procurement Regulation in order to make readily
available to contractors and contracting officials existing policies and procedures
for obtaining satisfactory preproduction models before volume production is started.

The Department of Delense referred this matter to the Armed Services Procure-
ment Regulation Committee for study, As a result of the Committee study, a new
part was added to the Armed Services Procurement Regulation on August 1, 1965,
incorporating uniform policies and procedures to be used by all military services
with regard to assuring that a contractor is able to furnish a product satisfactory for
its intended use prior to authorizing volume production. This should result in sub-
stantial future savings.

Federal Preperty Monagemen! Regulations

-

Savings resulting from ing locks on office desks—In a report submitted to
the Congress in October 1963, we presented our findings that savings would result
from the elimination of the requirement by the Federal Supply Service, General Serv-
ices Administration, that general office desks be equipped with locks and that adidi-
tional savings would be realized if, in rehabilitating desks, locks were repaired or re-
placed only in those instances where there was a need for desk locks,  We found that
Federal agencies generally do not require employees to lock their desks and, hence,
the incremental cost for a lock on a desk was an unnecessary expense in most
instances,

After we brought these matters to the attention of GSA, it revised the Federal
standards and specifications to eliminate the lock requirement. In January 1966,
GSA issued Bulletin FPMR No. H-3, Utilization and Disposal, encouraging the elim-
ination of the repair and/or replacement of locks and locking mechanisms on desks
being repaired or rehabilitated except where there was a valid need for locks in
operating condition. In February 1966, GSA issued Bulletin FPMR No. E-19, Supply
and Procurement, announcing the availability of general office 5 cel desks without locks
through GSA supply depots and plans for providing other t;pes of desks without
locks or modified lock arrangements through established GSA supply sources. (Sav-
ings Resulting From Elimination of the Requirement That General Office Desks Be
Equipped With Locks, Federal Supply Service, General Services Administration,
B-114807, Oct. 22, 1965.)

Safety conditions in certain storage areas of Federal office buildings—In a report
submitted to the Congress in April 1966, we commented on unsafe and hazardous
conditions which we had observed at selected Federal buildings located in Wash-
ington, D.C. For one building, in particular, we reported that trash was permitted
to accumulate in storage areas; printed matter was stored in a manner that ob-
structed sprinkler coverage; corridors and aisles were used for storage areas, thus
impeding movements of fire-fighting equipment; extension cords were used unsafely;
broken bulbs and unprotected lighting fixtures created fire hazards; employees
smoked in areas highly susceptible to fire; “No Smoking” signs had not been posted
in areas where they should have been posted; and inspection and maintenance of
fire extinguish were inadeq not only in storage areas but elsewhere in the
building, so that many of the extinguishers were of questionable uselulness.
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After advising us in detail of the corrective measures which had been or would be
taken on the various deficicncies we had observed, the General Services Administra-
tion issued a nationwide notice to its supervisory buildings personnel in May 1966
reemphasizing their responsibility for good management of buildings and for detecting
and correcting hazardous conditions.  (Safety Conditions in Certain Storage Areas,
Primarily in the South Building of the Department of Agriculture, Washington, D.C.,
Department of Agriculture and General Services Administration, B-158427, Apr, 12,
1966.) Civil Service Regulations.

Sick leave and outside employment guidelines for Federal and District of Columbia
Covernment employess—In a report submitted to the Congress in December 1965,
we reported that disciplinary action was not taken in many cases where Federal
and District of Columbia Government employees engaged in outside employment
while on sick leave and there was doubt as to whether they could perform their
Government duties, because neither the Annual and Sick Leave Act of 1051, as
amended, nor the supplementary Civil Service regulations specifically prohibit such
a practice.  We proposed that the Civil Service Cemmission consider favorably a
regulation which would prohibit an employee from engaging in nongovernmental
employment, including sell-employment, while he was on sick leave with pay from
his Government position.

The Commission advised us that the most cffective control of the abuse of sick
leave is with the individual agencies and that a change in the regulations is not
the best solution to the problem, but agreed to issue guidelines on the matter of
sick leave abuse. Accordingly, in June 1965 the Commission issued a Federal
Personnel Manual System Letter to all agencies pointing out that normally the
standards upon which the granting of sick leave is based would also be expected
to prevent an employee from working elsewhere, that the agencies have a special
obligation to review carefully all of the evidence submitted in support of requests
for sick leave, and that each agency is urged to require its employces to notify it
whenever they engage in outside employment on a day for which sick leave has
been requested. The letter also recognized that there are rare instances, generally
involving extended periods of illness, when there is acceptable justification for
outside employment while on sick leave, (Review of Investigations and Actions by
Certain Agencies Pertaining to Government Employees Licensed to Drive Taxicabs
in the District of Columbia, B-146850, Dec. 17, 1965.) Bureau of the Budget
Regulations.
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PUBLICATIONS

The following publications of the General Accounting Office are for sale by the
Superintendent of Documents, U.S. Government Printing Office:

Decisions of the Comptroller General of the United States. Published monthly.
Subscription price $2.25 a year ($1 additional for foreign mailing) ; 25 cents
single copy except June issue which varies according to size,

General Accounting Office Policy and Procedures Manual for Guidance of Fed-
eral Agencies. Subscription price $20 ($5 additional for forcign mailing).
Title 5, *Transportation,” is available scparately at $3.50 (§1 additional for
foreign mailing).

Hlustrative dccounting Procedures for Federal Agencies—Simplified Payroll Sys-
tem.  Booklet, 20 cents.

Audits of Government Contracts by the U.S. General Accounting Office. Book-
let, 15 cents.

Copies of audit reports addressed to the Congress are usually available to the
general public at a price of $1 a copy. Orders for audit reports, accompanied by
remittances in cash or by check, should be addressed to the Report Department,
U.5. General Accounting Office, 441 G Street NW., Washington, D.C. 20548,

Audit reports addressed to the Congress are t itted simult ly to the
Speaker of the House of Representatives and the President of the Senate. At the
same time, copies are sent to various congressional committees, such as the House
and Senate Committees on Appropriations and Government Operations, and the
cognizant legislative committees.  Also, copies are sent to other congressional com-
mittees known to have a special interest in the subject of a report as well as to
Members of Congress from States and districts in which the activity reported on is
located. Officials in the executive branch who receive copies of sudit reports
addressed to the Congress include the Secretary of the Treasury and the Director
of the Burean of the Budget. The top officials of the agency responsible for the
activities covered in a report are furnished copics of the report.  Copics of reports
involving Government contractors and State and other local agencies ave sent to
the parties concerned.

Requests for copies of unclassified andit repeits to the Congress received from
Members of Congress, congressional committee staff members, Government officials,
merhers of the press, and college libraries are honored without charge.

SUMMARY OF GENERAL ACCOUNTING OFFICE RECORDS HOLDINGS,
FiSCAL YEAR 1966

Depart- Foderal
Volume of records (cubic fect) mental Ficld Recorids Total

Cenlers
On hand, July 1, 1965, O, 885 . R52 745, 637 B0, 374
Created or received, fscal 13, 758 1,815 ), 6572 70175
Disposcd of, fiseal year 1065, _ 5) ('u.UTﬂ*
Transfers to Federal Records s L , (55
Translers from departmental to field = {149)
Transfers from fiebl to departmental o (8. {50)
On hand, June 30, 1960_. ... _____ 7,708, 8,279 . 756,601 B30, 550
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PERSONNEL STATISTICS
NUMBER OF EMPLOYEES BY DIVISION AND OFFICE, JUNE 30, 1966

Office of the Comptroller General. ... .. ... oo

Office of the General Counsel. ... ...............

Accounting and Auditing Policy Staff........ e

Civil Accounting and Auditing Division.. . .........ooo0n.

Defense Accounting and Auditing Division. ...

International Operations Division...........
European Branch............ovviiniins
Far East Branch. ............0viiiienins

Field Operations Division........... ..o

Transportation Division............... .00

Office of Staff Management. .............co00s

Report Department. . .....oiinarernanasnas

Office of Administrative Services............

CARTr: DISON. i vnmss v gvscam s sois e

Division of Personnel. . ... iiiiii i s

i (T, N TR 4, 148
LOCATION OF EMPLOYEES BY DUTY STATION, JUNE 30, 1966

Aclington, Va................. 117 Los Angeles, Calif............. 105

Atlanta, Ga............. 107 San Diego, Calil... i 2
Cape Kennedy, Fla.. 7 New Orleans, La.............. 58
Huntsville, Ala..... 3 Mobile, Ala............... +4
Warner Robins, Ga 3 New York, NY......ooovnt - 93

Boston, Mass.............oo0e. 95 Garden City, L.L...... 7
Hartford, Conn 6 Schenectady, NJY .. i 6

Chicago, Il .................. 82 Syracuse, NY............. 4
Rock Island, Tl........... 3 Norfolk, Va................... 40
St. Paul, Minn............ 26 Richmond, Va 3

Cincinnati, Ohio........... .0 45 Philadelphia, Pa............... 120
Dayton, Chio..... ....... 14 Harrisburg, Pa............ 8
Indianapolis, Ind.......... a5 Pittsburgh, Pa............ 3

Dillas: Tokl. cicen siviieeas 83 San Francisco, Calif. . .......... 96
Albucuerque, N, Mex..... 6 Sacramento, Calil......... 12
Houston, TeX......ccovens 5 Seattle, Wash................. 50
San Antonio, Tex.. ...... 9 Anchorage, Alaska ....... ]

Denver; Colo..... «oiieviaias 128 Bremerton, Wash.......... 4
Billings, Mont ........... 3 Portland, Oreg. ........... 30
Ogden, Utah............. 8 Frankfurt, Germany........... 39

Detreit, Mich........ooonoan. 65 Honolulu, Hawaii, .. ... 37
Cleveland, Ohio........... 67 Total ficld staff 1, 809

Kansas City, Mo..... ......... 67 Washington, D.C....... ... ... 2, 339
Oklahoma City, Okla...... 12
8t Louis, Mo ..ouiarewse 39 Grand total............ 4, 148
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EMPLOYEES ON ROLL JUME 30, 1966—BY TYPE OF WORK

Accountants, auditors, and investigators:

Certified public accountants, ... 398
Noncertified aceountants. ..., ol 1, 849
Fiscal auditors.......coeeciinaniss T T S M CL 237
Transportation Auditors .. .......ovievinirnrannriaairaierans 377
TNVESHIEALOTE .. vu v itus it i s i n e 37

——— 2,898

Attorneys and employees engaged in legal and quasi-legal work:

In legal work requiring bar membership........ ... ... ... 95
In legal work not requiring bar membership. .................. &0
In quasi-legal work not requiring bar membership. .. ... ... 41

_ 216

B CIOIOUEIE. v s s s o o 0 A B Y 8 S AR P8 1,034

AN PR NEE s s o it A A B e e A STt 4, 148

NUMBER OF EMPLOYEES BY GRADE
June 30, June 30, June 30, June 30, June 3o, June 30,
1961 1962 1963 1964 1065 1666

2 3 3 3 a 3

& 4 4 4 4 1

] ] 5 ] 7 7

14 16 o 22 24 25

59 03 60 0 [ i

184 204 27 233 250 52

204 207 286 315 340 387

i 440 440 623 fili] 5069

670 62 671 B 13 583

61 54 55 41 a 33

Bt 7 G55 5 680 B4

06 %0 267 207 174 154

(o] 563 592 534 39 465

70 68 B3 57 a1 105

265 255 243 201 207 196

408 3 352 Bz 305 20m

S5 531 452 330 a6 289

186 161 105 72 60 it

a6 a3 an 2 bl 20

43 44 47 a8 35 a3

4,990 4,763 4, 658 4,350 4,278 4,148
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OTHER PERSONNEL STATISTICS

Fisenl year

1044 i 1965 1%
On rolls June 30;
B 4, s 3,088 4,018
Women 1,252 1, 190 1,12
Total. . i — 4, 350 4,278 4, 148
Entitled to military preference on June 30: i
Men. i i i 1,720 1, 580 1,748
Women.. - 73 71 (2]
POt e cccceme et rsstssamma e e e s SRS S RSN A ma 1,703 1,64l 1,513
Tersonnel actions proeessed: T
Appointinents:
Men 350 415 407
WOIeE. e oo mmsmammmmamcmnas. 126 132 172
Total. msiamams: 1463 15T 3 579
Beparations: i~
o Men e 404 435 470
Women R, 280 194 pn]
‘Total R A e 177 5 E1g L]
Hetfrements: -
pe. N ——— 15 7 10
Optional el 122 1% 155
Disability. . 43 16 a
Total frmmmmmmmmr s tssmmsssm——sem——— 180 158 202
Promotions:
Grade cl - 871 G400 1,175
Within-grade salary adv 2,015 2,054 2,251
Total 2, 886 2,034 3,420
Aliseellaneaus actions without salary changes. . | PR 2,008 1,402 1,20
Lemotions: Administrative action = 53 1 3

1 45 d to duty after military servico.
1 75 restored to duty after military servico,
] 51 1 to duty after military service.
i 118 entered military service.

3 Ine 70 entered military servico.

® Includes 69 entered military service.
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ACCOUNTING, AUDITING, AND INVESTIGATIVE STAFF AS OF JUNE 30

431
2,004 |

ANALYSIS OF SEPARATIOMS OF PROFESSIONAL ACCOUNTANTS AND AUDITCRS FOR
MILITARY SERVICE AND REAPPOINTMENTS BY FISCAL YEAR

Separalions Reappolntments In
= e o boservioe
June 30,
Figeal |Total | 1906 | 1965 | 1904 | 1963 | 1942 | 1061 | 1960 | 1050 | 1038 | 1957 | 1056 | Total| 1064
year
18 I
53 9 1]
56 10
$3 11
a7 4
o6 3
v § 3
11 . 4
5 14
2 12
42 18
383 80 i
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U, 5. GENERAL ACCOUNTING OFFICE

PROFESSIONAL ACCOUNTING AND AUDITING STAFF
IM RELATION TO TOTAL EMPLOYMENT

Mamo L=
\rsms’|
TOTAL AVERAGE MAN YEARS
5,500 —_—
' 5480 5.4q) "L
5,275
5,000 5,056
4,937
4,797
asm |
4,500 -
4,438 |
4,251 1
413
4,000 -
3,500 —
3,000
i
2,500~ ACCOUNTAMTS AND AUDITORS
| AVERAGL MAN YEARS
1 2,184
v
P T s —
2,000 L‘IS"_—I‘
1,865
| 1.780 __]
1,455
1,640 4. —_—
| 1,568 = =
1,500 |
1299 i
1,000 —
500 —,
e s R R T T T T T T g
FISCAL
YEAR 1957 1958 1959 1960° 1961 1962 1963 1964 1965 198

238-370—66-——19 279



L. 5 GEMERAL ACCOUNTING OFFICE

LENGTH OF SERVICE - GAO PERSONNEL
A5 OF JUNE 30, 1965

As of June 30, 1966, there were 4,148 GAO employees,
including 2,378 professiznal ts, auditors, i tigolors
and otfforneys. OF the total number of employees, 2,468 (or 59 5%)
hod service of ten years o longer.

PROFESSIONAL

TECHHNICAL

2l oTHER

TEARS OF UNDER 0
SERVICE 10 10 - 14 15-19 0 - 24 5-0 AND OVER
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EMPLOYEES SUBJECT TO THE CLASSIFICATION ACT OF 1949 BY GRADE AND ORGAMNIZATION

Ueneral sehedule grade

1 4 H 4 | ] l li 7 8 L] l 10 | 11
As of June 50, 1565
Oilice of the Complroller General. . SR ORI R SO — E—
Oillee of the General Counsel.____ a [ 8 2 28 15
Acconnting and Auditing Polley Swil_______. | ... 4 [ 1 2
Civil Accounting and Auditing Division | T H— 1 5| Wm| 2 10
Defeuss Accou and Auditing Division. . § Tj p— 5 15 12 15
International O tions Division = £ 1 4 4 i} h
S I [ N s
40 o] a3 1n
16 | 1y a0 1
4 2 4 | ExSee
4 | ] €2 7 2
Qilice of Administralive Eur\rllu‘ G put] 25 24 4
Claims Ivision.. .. ... & 4 2 15 145 10
Diviston of Personel .. 3 2 4 4 b
b O S e S (5]
“otal 05 of June 30, 1005, oo | 24| 0O o3| 17| a8
‘Potul as of June 30, W6 oo 2y W 20 | 11

Dorammerzist

ang | | 2
""t| als |

1
4

4, 41
4, Ak



EMPLOYEES PAID OM PREVAILING RATE BASIS BY GRADE AND ORGANIZATION

tiiteral wage scheslule rrde

Tepreduetion plnt

sehiedile 1

P 3.4
1]

@ 5, ] lrl 1L, Tutal

i

el Srsie e e

LT

lministenive Serv-

13
Temspartation briv ision .

Toal

Totat as of June do, MG
Total ss of Juwne S0, .

5 Totad

THE INCENTIVE AWARDS PROGRAM OF THE GEMERAL ACCCOUNTING
FISCAL YEAR 1966

OFFICE FOR THE

- superior
perforin-

Total

Totul workload during iscal
Dispozed of during Gseal vear 1R,

vear |

Bialaseer cartlod (o Gecal yoar

Awmonnt of wwands, fiseal vear oG, . ...
Amount of tangible annoal savings - ...

1 Adopred 3, not adopied 33, withdrawn 2,



£8C

SUMMARY OF ASSIGNMENTS OF PERSGINEL TO CONGRESSIONAL COMMITTEES—FISCAL YEAR 1966

Committee

Conmtittee o

n
Igutions. .

Judnt Co
Joint Co

Tatuls. .

Appraprial fows:
op on | ot
ithes on Depart
Ml Ageneies

t(-u on Post Olfice

o
eleel Connmittee on Swmiall usiness
Honse Ciliee Bullding Coninisslon

nittee on Atomie Euergy -
nfttee on Internal Revenne

UNITED 3TATES &

ENATE

Lol Aprienliorne uud el
s

ative Reorgoniantion. . ... . .ol

Apeneies
eree, The Judie

cernent fuformation ..

stalf u.;sls:nml

T'rofes-

sinim
I

(i her

Halnries

Travel
CXPeNSes

F T B T R —

1 TG0 A2 |

16, G641, 60

LEINT
2| 11,281.08
EL S e

8,817,060 |
ERLDN Y

T'olal
cosl

0,10, 40

U5, T

'ld..ti'l il

32 [l

.30 |.-
3| 719, 580,21

Relm-
bursed by
cornmil e

F9, L0, 10

18, 541, 02

gindn |

0, 355, 80
5817 0

Nel ex-
pewkitonres
hy HAD

UE 16
(BN EITRRY
i Wi, A2

A, I, 22
2, 187, 850
A5, 230, 58

1, Gil, &2
1, 241.48
(LING

1, 281 08
A1, el 02

13, 7, il
445,305




U.S. GENERAL ACCOUNTING OFFICE APPROPRIATION RECEIPTS AND
EXPENDITURES, FISCAL YEAR 1966
We received:
By: Appropriation for salaries and expenses, 1966.. $47, 433, 000

Reimbursements and refunds. .. ... .. ..... 76, 570
Less: Transfer to “Operating Expenses, National Ar-
chives and Records Service™,...... R — 390, 000
Transfer to “Operating Expenses, Public Build-
ings Service, GSA, 1966, ..., A TR —23, 316
Total available. . ......cccoiiiniiinniives Cavereaseaass 347,098, 254

We spent:
For: Personnel compensation:
Office of the Comptroller Gen-
$95,735

915, 548
1, 297, 801
Transportation 'Division.... ... 5,973,374
Division of Personnel .. ....... 274, 665
Office of the General Counsel.. 2, 030,919
Accounting and Auditing Policy

Staff. ..., 234, 050
Office of Staff Managemnent, . . 113, 393
Defense Accounting and Audit-

ing Division. . . covveeicsosa 2,817,409
Civil Accounting and Auditing

Division 6,084, 911

Field Operations Division. . . .. 16, 632, 999
International Operations Divi-

P P 1, 141, 831

European Branch. . ... o el 392, 907

Far East Branch. ......... . 402, 587

Report Deparmment, . ........ 446, 951

For: Travel and other expenses........ 7, 396, 292
For: Personnel compensation, travel ete.

(reimbursed).............000nn 76, 570

Total obligations, June 30, 1966.................. 46, 327, 942

Less: Quistanding obligations, June 30, 1966 (nect). 1,897, 262

Tatal expenditures, June 30, 1966, . ... .ocvviiiiininnnnnroens 44, 430, 680
We have left:
Unexpended balance, June 30, 1966, ... .00 vuieeinrrcrennaneinns 2, 667, 574
Analysis of unexpended balance:
Oustanding obligations, June 30, 1966 (net)........ 1, 897, 262
Unobligated balance withdrawn June 30, 1966. ... .. 770, 312
T 2, 667, 374
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DIRECTORY OF THE UNITED STATES GENERAL ACCOUNTING OFFICE

Main (ffice
U.S. General Accounting Office Building
441 G Street NW.
Washington, D,C. 20548

International Operations Division
EUROPEAN BRANCH

S5 U.S. Consulate General
Platenstrasse 7
Frankfurt/Main, Germany

FAR EAST BRANCH
Room 619
1833 Kalakaua Avenue
Honolulu, Hawaii 96815

Field Operations Division

REGIONAL OFFICES
Atlanta

Room 204, 161 Peachtree Street NE.
Atlanta, Ga. 30303

Boston
Room 1903, John . Kennedy Federal Bldg.
Government Center
Boston, Mass. 02203
Cliicage
Room 1002, U.S. Custom House
610 South Canal Sureet
Chicago, Ill. 60607
St. Paul Subaffice
Room 1407
U.5. Post Office & Custom louse
St Paul, Minn, 33101
Cincinnati
8112 Federal Office Building
5th and Main Streets
Cinecinnati, Ohio 45202
Daytor Suboffice
MCLAGA, Bldg. 68 Area B
Wright-Patterson Air Force Base, Ohio
453433
Army Audit Staff
Fort Benjamin Harrison
Indianapolis, Ind, 46249

Dallas

Room 600, Rio Grande National Building
251 North Field Street
Dallas, Tex. 73202

Lacal telephane number FT'S number
EXecutive 34621 202386 4-ext,
or (Information
DUdley 6-Fext. ext. (G095)

770-731, ext. 326 ....iiinnin.n

SEB=330 0 Gsssscaeonasi
3264455 404-326-4455
223-6536 617-223-6536
3533-6174 312-353-6174
228-7844 612-228-7844

381-2200, ext, 2107 513-684-2107

257-1110, ext, 54505  513-257-1110
ext. 54505

546-9211, ext. 2870  .....ii0e0 %

RI-9-3437 214-T49-3437
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Field Operations Division—Continued
REGIONAL OFFIGES-—continued
Main Orice
Denver
7014 Federal Building
1961 Stout Strect
Denver, Colo. 80202
Air Foree Audit Staff
3800 York Strect
Denver, Colo. 80205

Delroit
Room 2006, Washington Boulevard Building
234 State Street
Detroit, Mich, 48226
Cleveland Subgffice
1901 East 13th Street
Cleveland, Ohio 44114
Nawvy Audit Staff
1901 East 13th Street
Cleveland, Ohio 44114
Kansas City
1800 Federal Office Building
911 Walnut Street
Kansas City, Mo. 64106
8t. Louis Suboffice
Room 1740, 1520 Market Street
St. Louis, Mo. 63103
Los Angeles
Room 7034, Federal Building
300 North Los Angeles Street
Los Angeles, Calif. 90012

New Orleans

Room T-8030, Federal Office Building
701 Loyola Avenue

New Orleans, La. 70113
New York

341 Ninth Avenue

New York, N.Y. 10001
Norfolk

423 Federal Building
600 Granby Street
Norfolk, Va. 23510
Philadelphia

502 U.8. Custom House
Sccond and Chestnut Streets
Philadelphia, Pa. 19106

286

Local telephone number

297-4621

825-1161, ext, 411

226-6044. .0 000inen

6217700, ext. 125, ,

621-7700, ext. 24, ..

FR-4-5056.........

MA-2-8100, ext,
4121

68B-3813......

5276115, c0nuives

971=7381 s s s

627-7471, ext. 7267. ..

5974333, ... 00000

FTS unnber

303-297-4621

303-825-7411

313-226-6044

216-241-3257

216-241-3257

816-374~5056

314-622-4121

213-688-3813

504-527-6115

212-971-7331

703-627-7267

215-597-4333



Fiold Operations Divizior—Continued
REGIUONAL OFFICEs—continued
Main Ofice
San Francisco
143 Federal Office Building
50 Fulton Street
San Francisco, Calif. 94102
Sealtls
312 Federal Office Building
909 First Avenue
Seattle, Wash. 98104
FPortland Suboffice
Parker Building, 2nd Floor
327 E. Burnside
Portland, Oreg. 97214
1Washington, D.C.
1925 North Lynn Strect
Arlington, Va. 22209

Lol telephone neabers FUS e

336-6200. ...... vovew 4H13=356-6200
B350, v annenes 206-383-3356

CA-6-3351, ext, 478. . 503-226-1474

6944571, ......0nenn 202-694-4571
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