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And Suggestion

District of Columbia

At the request of the Committee, GAD has:

- ldentified major improvements needed
to get the District government’s finun-
cial systems in order.

--Evaluated the District government’s
plans for revising its accounting sys-
tems.

-Proposed priorities for accounting sys-
tem improvement work that might be
accomplished by a contracior in the
next 2 years.

--Suggesied how the Congress, GAD, and

the District government can best
proceed to improve financial manage-
ment and reporting by the District
government,

FED. 27,1876
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The Hernorable Charles C. Rigas, Jr.
. Chairman, Committee on the District per e
o of Columbia 2 GO %60
L7 louse of Representatives

Dear Mr. Chairman:

The information recuested 1n your December 19,
1975, letter-~the improvements neceded in the
District c¢f Columbia government's accountina systens,
our evaluation of plans to¢ improve the systems, and
our sucoections for improving the accounting systems
and Tor improving finsncial nanagement and reporting
by the District cvovernment-~is provided in this
report.

Because of the linited time available to prepare
the report, District governwent cofficials have not
been given the opportunity to review and comment or
it. To the extent vossible, however, we discussed the
information in the report with District officials.

Sincerely ycurs,

T A

Corptroller General
of the United States

— BEST DOCUMENT AVAILABLE
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Sconpe ot review
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2 IMPROVENMELTS NELLLD 1L TEL LIGYRILT
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Nelsen Comml <1 fecurmenaey
that precent accoounting Zyctens
be replaccu
Heedes improeverer | rgentified by
the Nelsen Coaresian
leeded improvenenre ,Jerntified by
GAG and otler.
3 DISTHICT COVEDRNIPIT ' 1IANS FOR IMPEOV-
INC ITS ACCOUNTING 878 7TLMS
Irprovenents throuah 1975
Recent chanves 1in plans
Policies affectina the improvement
of accountina svatens
Plans for imnroving specific
accounting svstens
4 EVALUATICHN OF TJL DNIZTRICT GOVERNMENT'S
PLANS FCR IMPROV UG ITE AZCGUNTING
SYSTEMS
Evaluation of the planned time freme
Evaluation of cost
Evaluation of tecnnical approach
5 SUGGFSTED PRICRITIES IF A CONTRACTOR IS
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Congress
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District government
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Accounting systems ope-ated by agsncies
of the District government

Letter dated Sentember 23, 1975, fror the
Corptroller General to the Mayor of the

Cistrict of Columbia

Letter dated October 21, 1975, from the
Mayor of the District of Columbia to
the Corptroller General

Principel officials of the District of
Columbia governrent resovonsible for
the activities discussed in this
report

ABEREVIATICNS
Central accounting systenm
Financial Management Information System

General Accounting Offlice

Office of Budget and Management Systems
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COMPTRCLLEF GENIRIL'Y CoFENETELOLON

‘}}:'
EEPOPT 'O THE COMMITILE ON ACCOTNTING SYSTEMD AnD
THE DISTRICT OF COLWMELA FEOALCTTONS FOR THETR
HOUSE OF PEPRUSENTATIVLES ACCOMBLIZE NN

{
Listri.v of Columbin

DIGELST
In 1972, the Comrissior on rhe QOraani-
zotion of the Governmrent of the
District of Cclumrbie {the Nelsen Com-
rission) corpleted a comprehensive
revies of the District governrent., It
called for a complete recdesian of the
District governrent's accounting
system, among other thinas.

The Commission recomrenced that the Mayor
expedite the design anc application of a
now integreted accounting system that
would preoduce timely and reliable finan-
ciel informaticn at the orerating level
as well as the executive level and which
wotld eliminete the existing duplicetion
of effort,

Since that time, the District government
has made a number of improvements but the
accomplishments have not been nearly as
extensive as envisioned by the Nelsen
Commi ssion. Audits of selected accounting
onerations since that date have snown &
continued need for accounting system
iwrprovement.

As the Comotreller General indicated in his
testimony before the Committee on Decem-

ber 8, 18975, the problems are so severe

that if an audit of the Pistrict government's
financial operations and statements were
made, the auditor would most likily suy that
the records and controls were not adeguate
to ena®le him to conclude whether the finan-
ciol statemnents derived from them presented
fairly the Dicstrict government's {inancial
condit.on and results of cperations.

FGMSD-76-42

Tear Shegt. Upon removal, the report i
cover date should be noted hereon.

BEST DOCUMENT AVAILABLE



Problens identified by the Ccnmission {gee
pp. £ to 10) and subsecuently by CGAO and
others (sce pp. 11 to 12) which affect the
valicoity of the financial staterments
include:

~-Omission from financial statements
of important assets ana liabilitiec,
such as real property ana the unfunded
liability for emplovees' retirement
-—InccnpleLe records of amounts investead
in inventories of materials, supclies,

and equioment.

--Frocedures for waying bills which have
resulted in duplicate and erroncous
payments to vendors. )

--Payroll Pprocedures which have permitted
payments to former emplovees after they
have left District government's employ.

-~-Differences between records of District
government agencies and certral account-
ing records.

Although the District aovernr~.nt hes peen
working on a new systemm, as recommended by
the Melsen Commission, the recults have peen
disappointingly slww, the time for completion
has been unacceptably lengthened, and the
integration of the agency systems with the
central system is far frcm being achieved.

Progress has been slow because the District
government has tried to do this difficult
task without sufficient staff. The District
government is planning to reguest funds for
additional staff fcr the remainder of this

. year and for next year, Progress will be slow
unless additional effort is put into this work.

As recuested, GAO has proposed priorities for
the accounting system imprevement work it
believes miyht be performed by a contractor
during the next 2 years. (See pp. 23 to 24.)

Although a contractor could essign enough
reople to complete all the tasks GAO has out-
lined in 2 years, this is not probable. How-
ever, the design could be completed and at
least partly implemented. Any remeining work
could be finished in a short time by a con-
tractor or by the Pistrict government.

ii
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The Conarers chould onczct leziclaticen
recuirinag the Cistrict government to
improve its accoeunting svysrere within

& stated period and seoe thrt the roney
needed for that nurpese iz wpae avail-
able. GAC will continue to provide
consul tetive service to heln the Lis-
trict governwent. Fouv the Dizstrict
government, GAO has nrooosed ¢hances in
organizaticnnl structure to faciiitate
deslan and inplementation of needcd
system changrs.

Because of the linited time available

to vrepare this report, District govern~
ment officials have not been given the
opportunity to review ana comment on it.
To the ¢xtent possible, however, the
information contained in the report was
discussed with District government
cfficials.

iii
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NTROGLUCTION

In niz beceimber 19, 1975, letter, the Chelrroa of *an
i n the District of Columrhia reauested thaot
we:

-=SBumiarize the major isnroverents the District govern-
rent mart make to get ite finarcial syctems in order.
{Sec wp. 6 £t 12,9

--Evaluate the District goverrment's plans for revicane
its accounting systens, (See pp. 17 to 22.)

~--Deternine the priorities for the work which can pe.ot
be dene in the next 2 vears by a contractor. (Sec
np. 23 to Z24.)

--5ugrest hor we, the Conqgrese, ana the District agovern-
ment con best preceed Lo meet the objective ol gnodd
financial manugement and financial recorting by the
Digstrict government. (sSee pp. 25 to 27.

SCOFE OF REVILW

To identify the nceded improvements, we reviewed the
August 1972 report of the Commission on the Organization of
the Government of the District of Columbia (Melsen Comwnis-—
sion) and repuerts issued since 1972 by cur Office, the
District of Columbia Auditor, the District govermment's Offijce
of Municipal Audit and Inspectien, and the District of
Columbia Municipal Fesearch Burecau, Inc.l/ We then discucsed
the improvements called for in these reports and other no s« ed
imprevements of which we were aware with 3 District government
official who knew of the improvements which had been made,

The needed imorovzments tistea in the report are those which.
we were informed, had not becen implemented as of February 13,
1976.

1/ The District of Columbia Municipal Research
Bureau, Inc., is an organization of citizens
dedicated to improving governmental services
and operations in the District 9f Columbia,
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Y1nce cur werk wes bLoeced on previous work terformed 2t
different times ana zince the District qovernment's
financicl oreraticns are S0 widespread anc varieG, the
irrroverent s diccussed in our reoport choulda ncet be concirderen
3] nclucive

1 -l
L3 S S A § R O X 9 { L -

PRESENT ACCOUNTING SYSTEM STIUCTURE

The District cvovernmnnt's present accounling syctop
structure consists of thres centralized accountino aystors-
trne principel centrel accounting svsten (CAS), pavroll, and
revenue sccountina-~-and an unidentified nurver of decentro-
lized systers which serve the specialized needs of the
agencies,

0

my

The accounting principles ana stonderus for the Dis~
trict gover mHht were aoproved by the Corptroller General
in E@DFL ry 137 These principles ana stanaarus provide
the general auidance for decign of accounting systems which

will be follcmnd in actuolly oexiorming accounting cpera-
tions. As of February 20, 1976, none of the accounting
systors desians for the District government nad been

N e R e Ok
LIEJLJL (O S

The Dictrict covernment's present acronntinag svoters
are Jdiscursed bhelow,

Central accounting system

This Qy"tem is under the direction of the District
Accounting Cffice of the Office of Budget and Management
Systeme (OBMS). CAS (1) maintains the District govern-
ment's official accounts and records, (2) nrepares the
District gevernrent's financial staterents and r2ports,
{3) maintains ohligation records and prepares reports on
the ctatus of funds for each District agency, and (4) pro-
cesses documentation for all check disbhurserments for the
District goverrment.

Some of the corperations of this accounting syster are
done centrally and some are done by the agencies. The
principal operations and the places at which they are
performed follow. :

1. Statement ond revort preparation. This function
consists of obtaining the necessacry financial information
from various sources and preparing the statements and

a—

.BEST DOCUMENT AVAILABLE



reports. The wvorcty ) ooy - Lo S 1em 2L Uy o
ledger. Ovher inforsoUran 10 roovvsd e v she swrfres of L
Oneration:, URES) rovern,o ~CCQUnt e INUTET) I, Tt 2 e
the varsoue Districh advernaeny e o apeal oy tw“:; st
Dictrict caencies, waith tre ex. v irr o0 pregarien o000
cubritting recuested irfonrrztiar v rpo ?i”tr)ct Anet ol
the entire foncoien 13 nerforge d contoonlly,

<. Ceneral lelaer nhiptensnos, THis furrsticon ¢onli
of accurnlatineg and suvpnarizers fironcial inforratiogg o -
varinag jocrnsl veuckrrs (deenropt s sutbtertizins crtrios o
the cgenerel leuder): oand, at trye ernag of cocn roovpy, 100 1 =
ina Finwnrlal irforn:tion in the wenoral led Fir oo .

:
informetion cources ncluide surarivacions of !
irforwation nrocegsca Ly CAG, rertort . Dreparea iyt
Dictrict “recsury Cliace on poveru-s ccllaected, ang Toei oo
from Digtrict awencias.

The repocen from Listrict coerncies previae inicrimys o
on financial transacticns not proceLseG contrally, swrl
accounts recetvable, 1rwcptrr Leranoe, quacuntz Poy i,
and capitalired fixed asscts., Yo provide thils inforraticorn,
the agencices must perforn ¢xtencive acconnting cperatioen:,
such ag docuranting Lrancaction,, Lrago L ing aocurentn,
surmarizing ond recording fincncial Irtcragkbicon, anoe 1o
ina reports required v panace Lhe 20CountInT Op6ras 1o -
thersclves and to provide the inforretoon nerded te roor s
general ledaen.

3. Maintenance nf obligation records. This function
censists of wajor cperations at both central and agrncw
Jevels. Central operations include reccrding the financigz]
prlan for each aacency, checkina each nbhligation docur@nt for
accuracy and leqality, deoterminine the availability of {unds,
recorcing each obligaticn, and pnreparing rerorts comparinea
the obl cations anrd financial plan for each agency.

The operations performed by the agencies generally can-
sist of a prevalidation procedure {(to determine the avail-
ab'tity of funds before incurring ar ohligation), preparina
oblioating documents, maintaining reccords or files of obli-
gations incurred, submitting obligating documencs to the
central level, and verifying the accuracy of obligations
repcrted by the central level,

4. Check disburserents., This function also consists ot
central and agency opererions. The central operations con-
sist of reviewing and certifying veouchers and preparing
checks or computrer tapes used to prepare checks. The
tapee-—-usec for public assirctance ond certain other pav-
ments--are sent to the U.5. Trrasury Departrent, which tre-
pares the checks and submite them o the District Treasury

d

3
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Office for
£o the Dirf

tistritution. The checks prepared by CAS are sent
tric
Cistribatod.

t Trescury Cffice, where they are sianed and

The oraerations verforred by the agencies include receiv-
ing vendore' inviieces or iritiating decuwents supporting nav—

ments, verifvina the accurscy of the invoices ard cther payrent

docurents, preperine vouchers, and submitting vouchers and
supportira docaments te the central level.

Payroll syston

Trils systor ' under the direction of the ORIS District
Lecoantina Clilce, It prepares the District government's
various nayrolls, maintains payroll and leave records, pre-
vares payroli-retlated reports, and administers the District
governmant's retitopent programs.

The pavroll oystem consists of koth central and agency
operariens,  (enttol operations include maintaining the cus-

tomary pavroll vocurents and records; reviewing notifications
of perconncel ac¢tions and time and attendance reports to
insure their acvuracy aad groper approval; computing payreoll

ana retarement boaynents; preparing veuchers for payment of

9]

Y

(e

tong Lo cwvnnts withheld from erployees 23 contributed
refite by the District covernwent; and preuaring reports
vroll matterys for other District governme=i offices ana
1 auenciesn,

[a LY
—

o}
"'.r,’h

I IR S 6
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The vayroll veuchers are sent to CAS, where the data is
recorded on corputer tapes. One tape is used to post the
general ledaer ond another is sent to the U.S. Treasury
Devartment, which preosres the payroll checks and cubymits
ther to the Divtrict Tressury Office for distribution.

Creratione conducted by the agencies consist of initiat-
ing persennel] actions; transmitting employees' authorizations
for nonstatutory deductions to the central level; maintain-
ing, certifyina, and accurulating time and attendance
reporte and Lranamitting them to the central level; and dis-
triLLtlﬂo pray1 011 checks, savings honds, and statements of

ithholdinas to c¢r loyees.

Revenue accounting system
This system is under the direction of the Department
of Finance and kevenue. The revenue accounting systew (1)
prepares and rends bills for certain taxes, (2) meintains
records of uncollected taxes, (3) establishes physical and
accounting control over all cash received by the District
government, (4) maintains records of cash collections,

BEST DOCUMENT AVAILABLE
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(% aetorats vollected cash with the ULS. Treasury Depert-
menc, 2nd if) rrovides rerorts on cash collectieons to CAS
and to vortea: offijcirels of the Cistrict government.

Cellretinn  lor certein purpeses are made by Distric:
agenclas ond then trapsmitted to cashiers in the Departrment
of Firance an; Pevenue. All other funciieons of this zystem
are perfarmed oL the central level,

Agency_accounting nystems

In addjtion to the accounting operations performea with
the centralived accounting systems, many District agencies
operate intornal decounting systems which serve the special-
ized necd:s ol managewent. Althouoh the exact number of
agency syusirme i not known by the District government,

28 such svetens have been identified to the present time.
A list of these tystems is included ac appendix I.

The primary function of most of the accounting systems
operated by the agencies is to accumulate financial infor-
pation--oftoen conbu--fer a specific program cr function.
Although the ngency systome mav uce firnarncial information
in reports prenared by the central syctens, all acceounting
aperations ol these systems are performed by the agencies.

BEST DOCUMENT AVAILABLE



IMPPCVEMENTE NEEDED IN THE PISTRICT

GCVERNMENT'S ACCOUNTING SYSTEMS

The Nelsen Commission recommended that the District
aovernrent design and implement new accounting systems
rather than improve itg existing systers. The Commicnion
avparently made this recommendation because of the
rurerous and serious nature of the neecded improvemenrts
which it had identified.

The improvements identified by the Commission are listed
Felow, followed bv the inprovaments idantified since the
Cormi ssion's report was issucd in August 1972, Some of the
improvements identified after August 1972 were referread to
in reports iscved by our CGffice, the District of Columbia
Auditor, the District government's Otfice of Hunicipal Audit
anda Inspection, and the District of Cclumbia Municipal
Fesearch Bureau, Inc. Other improvements are thooo which
were observed by our staff during the petrformance o' antign-
ments at the District governrent.

MELSECN COMMIOSION RECOMMENDED THAT
FPLSENT ACCCUNTING SYSTLNS BE REPLACED

The Helsen Commission recommended that the Mayor "% * %
expedite the design and application of an inteqrated account-
irg system which will produce timely and reliable financial
informationr at the operating level as well as the exncutive
level and which will avoid the present duplication ol
effort." ’

e onm ion apparently intended that the new
e rm al 5

S
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1strict agencies except cost accounting.
ission's report stated that cost accounting systems
hould be in conformance with and auxiliary to
the overall {central} system of accounting” and recormended
thet criteria and guidelines bec previded to the District
agencies to insure the effective develorment and operation
of cost accounting systems.
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The design of new accounting systems was considervd
necessary bv the Commission to gorrect some of the basic
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weaknesces in the District governzent's accounting overa-
tiong. The Commission's revort susmarized the accounting
opcrations containing wenrknesces as follows:

"% * * fyndgamental long-range chanages

are ctill recuired with resvect to:
organization; fixing accounving policy;
desianing systemg; eliminating duplicate
accounting efforts; impgroving financial
discipline and accounting integrity; cost
accounting; propaerty accounting; revolv-
ing funcds; and, most importent, redesiagn-
ing the management reporting syctem:"

Most of the weaknesses disclosed by the Commiscicn have
not been corrected. The agencies' accounting operations are
still beina conducted with only minimal direction from the
central level: the design of new accounting systems has been
limited to a system to replace CAS; many agencies still per-
form accounting operations for obligations which duplicate
accounting operations at the central level; accounting con-
trols needed to improve financial discipline and accounting
integrity have not been implemented in the agencies' copera-
tiong: the cost acccunting eystems, all of which arc
operatced by the agencicr, have nolt been improved; inprovements
have not been made in tno procedures for accounting for prop-
erty; and certain types of property still have not beep
recorded in the accounting records.

. In our opinion, these weaknesses in accounting opera-
tions contributed to the financial problems disclosed by
our aulits during the past 2 vears. Socme examples of the
problems which have been disclosed follow.

-~Accounting recerds were unavaileble and accounting
data were unreliable and inaccurate a2t the Forest
Haven Home for the Retarded.

~-Because of inadequate followup vrocedures, the Pub-
lic Schools and Depariment of Human Rescurces had
not coliected 41 travel advances which had been out-
standing between 4 and 14 montns.

~--Controls over the receipt, storage, and issue of
suppl ies by the Public Schoois were inadecuate, and
diffcrences between inventory records and physical
inventories were not investigated to determine
whether changes in procedures were needed.

‘o
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-~The Fedevelopment Land Agency had inadecuate reccrds
on the nurber of prorerties acquired and their acoui-
sition costs. In addition, rent accounts included
dunlicate charges for some properties as well as
impgoney charges for vacant properties,

~~The UDepartmwent of Human Resources had not reouested
Medicaild reimburcsements for 8,000 patient accounts
totalinag $5 willion because of incomplete addrezces
for patients.

~-~The Depertment of Huren Fesources had not promptly
posted collections to accounts, bad debts had not
been written off, and ccllection efforts had been
minimal.

As chown in the above guototion from its report, the
Cormission considered the improvement of financial reporting
to be very important. It recommended that the District
government "* * * develop and implement an effective report-
ing systam which, in coocrdination with ar inteqrated
accounting nyster, will provide complete and timely financial
information for operating management, f{or executive roeview
and cCecinion-making by the Mavor-Commissioner and his princi-
pal statf and line subordinates, and for the information of
the public." This recommendation has not been implemented,
nor has the need to provide such information been adecuately
considered during the design of the sycstem to replace CAS.

NEEDED IMPROVEMENTS TEENTIFIED

BY THE NELSIII COMMISSION

The Nelscen Commicssion's report identified the following
needed improvements in the District government's accounting
systems.

it e B s

to rore than one system

~-Imploy accounting technicues, such as accrual account-
ing (the recognition of accounting transactions as
they occur), which achieve an appropriate matching
of revenue and costs.

~-=Correct the ineffectiveness of the central and agencicg'

systems caused by the lack of integration and account-
ing discipline governing operation of the systems.

_ ~ BEST DOCUMENT AVAILABLE



~-Implerent controls over docuwents in transit and thecss
beino processed throuah the accounte,

--Implemant precedures feor recnnciling accounting date
ertered 1n rore than one accounting system.

--Tdentifv the financial 1nformation needed at the ver -
ous managemwent levels.

~--Prorote the use of unit cants,

--Issuc a new accounting ranrvol to replsce the present
obzolete and incomplete menual.

The Commission also recommended a nurher of organizaticn
changes which it believed would ctrengthen the financial
management of the District government. Many of these chances
have been made but sore nave not, Luch es (1) transferrirc
the adwministration of comprehiensive health plepning from
the Department of Human Reczources {< a new Municipal Plennirnc
Office, (2) creating a unifieda manpowe: agency in the
Department of Human Reccurces, (3) creating a separate Youth
Services Administration in the Department of Human Resource:s
(4) consoliidatina the Departnent of Corrections and Loara
of Parole into a new fLepartment of Correstional Servicoes,
ané (5} consolidating tne varlous cconceeic development func-
tions of the District government into » new Department of
Commerce.

4

CAS report preparation

-—-Imnrove the accuracy of the annual financial state-
ments o that they fairly reflect current financial
conditions. .

~-Include such items as the unfunded recirement liabhil-
ity, the current status of canital outlay and real
property accounts, and the statusg of all assets and
liabilities in the published statements.

--Implement a systeratic proccdure whereby the Mayor is
provided with routine written f{inancial infeormation
evaluating the bistrict govermment's effectiveness
and efficiency in the services it renders, its pro-
gress in major projects underway, and the developing
trends which recuire attention.

--Place more emphasis on financial reports on acgui-
sitions, dispositions, and inventories of both real
and personal property.

\D
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CAS gencral ledger maintenance

B "

~-Make majo. improvements neaced in the current prac-
tices and procedures for maircaining the centrel
zccounts.

~~-Accurulate accounting information needed to provide
cffective backup support for the budget justification.

--Record all real and personal proverty which has not
been recorded in the central accounts, including
the cost of roads, streets, and bridaen.

--Imnlement controls at the central level to azcurce that
reports on inventory balances for rmateric.s, supplies,
and eauigpment are received for appiicable agencies
and posteo in the central accountes,

-~Intecrete cost cccounts maintained by the agencies with
the central system,

CAS maintenance of oblication records

--Improve adrinistrative control of funds procedures to
proviage centralized project azproval control over
carital outlay prejects and eflective confrel over
incurring obligations.

Agency accdounting sysctems

-~Eliminate the duplication caused by operating separate
cystems at the zentral and agency levels,

~--Revise account titles and codes in the agencies' sys-
tems to agree with those used in the central zystem,

~~Implement controls to provide positive acsurance that
purchases are entered in the agencies' inventory
accounts.

--Improve cost accounting for special services ana pro-
ducts for which user charces are collected. :

—--Tailor cost accounting techniques to¢ tne needés of each
different operation. .

--Prepare periodic cost reports, which are alreost totally

lacking.
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NEEDED INEFRCVIMILWS ITLENTIFILD

o8

Listed below are inproverments needed in the District
qovernmﬁnt's accounting vsters wnich nzve been identificd
eince the Nelsen Ccfﬁx”"lon rerort was issued in Auguct
1972,

CAS revcrt preraration

-~Include additiconal financial staterents in the Lie-
trict governmnt's ennuel published report, includin:g
a statement of estimeted and actusl revenue, a
statem:nt of estirated and actual disbursernents, waa
a balsrce sheet and statement of operations for each
revolving fund.

e

--Imerove thie combined balence sheet included in the
annual rublished report to improve its completeness
and accuracy.

CAS general ledacr maintenance

--Improve the agencies’ timeliness in suomitting to
CAS docunm ats of cash receipts and dishursements,

~-Post more than once a year the general ledger
controlling ac¢counts for accounte receivable,
accounts payable, ana inventories,

CAS maintenence of cobliagation records

-~Improve fund control for personnel compensation %o
identify shortages of funds before the end of the
fiscal year.

-—-Implement procedures to insure that employees assigned
to grant programs are reassigned before the smount of
the grant is exceeded.

-=-Record advances from the District agencies to the veri-
ous District government revolving funds as advances
rather than as obligations.

CAS _chech disbursenments

--Implement procedures to prevent cduplicate and other
errocneous pavirents to vendodis.

L
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Payroll syctem

--Estaklish contrels to insure that personnel are incluced
in and remcved from the payroll at the prorer time.

~~Correct the causes of rerorted deficiencies in time anc
attendance reperting and leave accounting.

Fevenue eccounting system

--Imnlement procedures in the agencies and the Departinent
of Finance and Revenue to recduce the considerable
delay in reccrding revenue ana depositing collecticns.

--Record revenue, vwhere appropriate, on tre accrual
bazis (when it becomes owed to the District government).

Agency accounting systems
k. b —k

-~Identify all accounting systems cperzeted bv tne agen-
cies and eliminate those which are unneeded.

--Esteblich rolicies and proccdures to govern the agen-
cies' accounting systems to prowote uniformity in the
District government's accounting operaticns.

--Prepare instructions for each employee perfcrming
accounting operations.

--Prepare financial statementz for revolving funds and
other cperations and functions.

~-Eliminate agency accounting operatione for fund contrel
as soon as the C..5 reports meet the agencyv's needs.

--Reconcile accounting information produced by ean agency
system to that produced by the central systems.

--Irprove procedures for identifying and taking action
on delinguent accounts receivable.

~~Reguire the agencies to base their annual staterent of
inventory on a physical inventory, as reguired bv
existing instructions.

12 e
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Cunllly 3
DISTUICT GU/RRINDWT 'S PR T0R IRIRCVING
TS ACCOUATING FISTENS

The Dittrict aevermment csteblished a nlen for igmrevin:
its accountinoe syetewrn 3, 1971 waioh naz repained susctan-
tially unchanned. The plan previden for develoving a now

centralized ryeter —c rerloce Ch0, o new royrell system, zra

a new revepuc accoantirag oyvetom; tor eliminatine 2s many
accounting cucrat:ons 1 the aicnctlcs s nossiple; ana tor
rmproving those acoounting cperctiong which the agencies suct
retain,

The re ronsibility for improeving accounting systers wes
assigned to Lt ...tnrr Developrent Livicion of GBMS on
April 5, 1572,

IMPROVENINGS THIGUGH 1975

In October 1972 a projrct teom conposed of District ooy~
ernment and GhO errlovees wan nrtapliched to (1) identiiy the
specific acconntina information necdeo by eacn Listrict cfficr
and anency, {(2) deterrine an anpropriate source for ecach type
of accounting irnforration identif cd, and {3) design or rece-
sign each accounting systenm identified as a source of informa-
tion ro conform with the District aovernment's accounting
principles and standards, which we approved in February 197Z.

The team identified the acccunting information needed by
many District offices and aagcnicier before District government
officiale discontinued tne proect in early 1574. They dcter-
mined that the obicctives of the occountiny systems development
program could hest be met by initially concentrating on
replacing CAS with 2 new principal accounting system—-the
financial managewent inforration syotem (FMIS). During fiscel
vear 1975 the financiel information that could be provided ny
FMIS was identitied, formats of proposed revorts were provided
to all District offices and anencies to solicit suggestions
for improvement, the concept of the system was documented, and
work cn implementing the first ot 12 subsystems was sturted.

PECENT CHANGES IN PLANS

At the end of 1975, the Listrict govarnment'’s plans for
improving its accounting svstems was to ectend into tiscal
year 1982, On January 26, 1976, o bistrict government
official informed us that a provosed supplermencal epPropriation
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for fizcal vear 1976 and the Listrict government's budast for
fiscal year 1977 were recently increaczed by approximatcly

€1 million and $3 million, respectively, ta provide the [unas
necessary to expedite needed improverents in the accountirng
systers,

I{ the increases in funds are provided, the Dicstrict acv-
ernment plans to increase from 11 to 48 the Systers Develop-
ment Civision staff working on accounting systems improvesents.
Twenty of the additional steff would design, iwplenent, ond
operat¢ a new payroll-personnel svstem and 17 would work on
other sycters, The acdilional funds would alco vermit the
District zcovernment te 1rcrease its use of contracters.

Since it is not known whether the additional furding will

be provided, we have considered both the nonexpedited anna the
expedited plan in preparing this report.

OF ACCOUNTING SYSTENS

District government officials responcsible for developing
accounting systems have established many policies which
directly afiect the accounting systers' development. he
believe that theso policies--most of which have not been set
forth in writing--should be considered part of the accounting
systems imurovement pla:n. The policies are as follows:

~-Correcting weaknesscs in CAS will be given priority
over developing new accounting systems.

--¥ost of the accounting systems work will be perforread
in-house; contractors will be engaged primarily for
consultation purposes.

--The District agencies will be responsible for inde-
pendently making needed improvements in their account- ~
ing orerations. The agencies will be reguired to
submit designs of their systems to the Systems Devel-~
opment Division for approval berfore they ere
submitted for our approval.

-~The cencr:l accounting systems will be replaced or
improved ',efore the agencies will be recuirea to
improve their accounting cperations,

~-FMIS will perform as much accounting for the agencies
as possible.

f
o
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4
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The District governrent's plans for irpreving specific
accounting cysters follow.

Ch5 1z to be reclaced with the new syster F¥IS. 1The
concent of the new syeter has been docuwented and the Syutoens
Developnent Livision is prepering decign docurentation,
including corputar wrograems, feor the first of 12 subrcysters.

Before January 1976 the Dicstrict goverrment planred to
decian the subsystems one at a time, irplemcnting cach sub-
system before starting the design of the next suvsysctom.
Under the January 1976 zlan, however, more than one subsvetem
will be designed at a time i1f the reqguests for adaitional
funds are approved. As the desicn aoucumentation is completed
the District governmen~rt plans to subnmit each subnystem for
our review and approval, which is recuired by section 1Lz(t)
of the Budget and Accounting Procedares Act of 1250,

The target date established before January 1976 by O2M5
for completing the design of each of tthne 12 FEIS subsyotens
follows.

Subsysten Completion date

Obligating authority

management Oct. 1576
Gencral ledger FY 1977
Cash r=ceipts FY 1977
Federal arants FY 1978
Capital projects FY 1976&
Accrual procegcses - FY 197¢
Subsidiery ledgers FYy 1978
Long~term debt FY 1979
Labor distribution FY 19749
Capitalized personal

proverty FY 1980
Cost accounting . FY 1981
Material and supply FY 1962

Under the January 1976 plan the obligating authority manage-
rent, aeneral ledyer, cash receipts, Federel grants, capital
project=z, and long-term debt subsysters would be implemented
in fiscal year 1377 znd all other subsystems woula be
implemented in fiscal year 1876.

15
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Payroll system

Before January 1576 the Cicotrict government plenned to
rake needed improverants 1n the oxisting pavroll gyotem
Under the Jenuary 1976 plan, the payroll syster is to b

-

replaced by a new pavroll-position manggement syster. :
desirn of the new system is to start in February 1475 and,
if{ the recuecsts for sddrtional funds are aepprovec, 15

scheduled to be implerented eorly in fiscal year 1077,

S 3o
¥
In]

Revenue sccount .ng systen

In the fall of 1375, at the recucst cf OBNS, De
of Finance and Revenue officials cvalwated the pr
revenue accounting system and deterrined tihat a now
was reauired.

Before January 1976 clans had neot becn establicnea for
develeoping the new cystem, ror Laa it been determined

whether the new system would be desiagnec by the (2MS 3vystome
Development Divisioa or by the Department of Finance and
Pevenue. The January 1976 plan, hoeever, provides for work
on the design to beain in {iscal vyear 1977 and for. the desinan

to be prerared by the Systems Develcopnent Divigicon.

Agency accounting systems

The Diztrict govermirent has not establiched a plan for
ving the acccunting systems operated bv the agencies.

A teaw of District government and GAO employees was estab-
lished in the fall of 1975 to identify all the accounting
onerations nerforred in each agency to determine the number of
agency accounting systems that will e needed after FMIS is
implemented, District officials estimate that this task willt
be completed early in fiscal vyear 1977. After the accounting
systerc are identified, the District government is5 expected
to esteblish nians for documenting these syctems and for sub-
mitting the dorumentation for our approval.

16
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EVALLATICN C¥ THL DICTRICT GOVEruMENT'S FLANS

FEOp IMEPPCVING ITE ACLCOULT I..0

covernnent's plane for improviag
of tire, coft, anue technical
the nlarned time frame {or

We cvaluated the District

T

(1)

s could have been chortenea, (2
de

C

a

its accounting gystems ir
approach. Wwe cercluded ths

ic

er

4

1=

makinyg theo necced irprov01 o)
te

3

'..JIT

cost of impliewmenting th 3
rmined, and (3) the planned
of necding extencive change
inplemented.

t )
ded improverents had ner been dets
echrnical appreach involved the r
fter the new systers have been

The bases for our ceonclusions are presenteo bolow.

LYALUATION CF THL PLANNED TIME FRAME

e reviewed the District goverunent's plinnea tine trane
for making necded improver=nts in its accounting syaiems to
determine whether the improvements waere 2o he rade as exedi-
tiously as rossible.

Before Jaonuary 197€ the District govornnent planncs to
corrlete the irplementation of FMIS in fiscal vear 1962 but
had not establiched completion dates £or iwprovina the payrolil
system, implementing the new revenue cccountino svstem, and
improving the agency accounting systems. The plan established
in January 1976 provided for completing the implementation of
FMIS in fiscal year 1978 and for implenenting the payroll-
position managerment system early in fiscal year 1977. Comple-
tion dates were not ectaslished for the revenue accounting
system or the agency accounting systems.

In our opinion, ficcal year 19706 is a reaszonaizle target
for corpleting FMIS, considering the size and complexity of
the system, and early fiscal vear 1977 is a reasonable taraet
for completing the payroll-positicn managemnt system. We
were unable to ovaluate the time trame for the revernue account-
ing system and the agency accounting systems because tarqget
cempletion dates have not been estaplished.

Under oresent plans the agency systens will be identified
in fiscal year 1977, after which the agencies will be required
to improve and document tunc systems. In & letter to the
Mayor dated September 23, 1975, we commented on the czlow vro-
aress in improving the accounting systems and suqgqgestied that
the 2gencies’ accounting oycteme be 1dentified so thot dczign

17
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documentation for several syctems could ve prepared simultone-
ouslyv. {See @app. II.) 1In hie October 21, 1975, rerply, the
Mavor aareed to attempt to identify the agencies' accounting
systems but indicated that the agencies may not be able to
assess their needs until the FI'TS oblication autherity maneae-

ment subsystem is implemented., (See app. III.)}

We believe the tive reguired to omplote the needed
improvenents in the District government's accounting systens
could be shortened by several years if improvements in the
aaencies' systems were started now and several were improved
simultaneously. This could be done if a complete description
of FMIS were prepared to inform agency personnel of its
ccope and if additicnal personnel were used to identify the
agency systems that will be reguired after FMIS is implemented.

15

EVALUATION OF COST

The District governrent hos not determined the cost of
making reeded improvements in its accounting systems, nor will
it be able to do so until it has identified the agency account-
ing svstems that will be needod after FMIS is implemented.

Before January 1976 the District government planned to imoke
the neecded improvements in its accounting cystems without
increasing its staff and, with the exception of consultative serv-
ices, without using a contractor. The Svsters Development
Division was to design FMIS and make needed improvements in the
ravroll system, either the Systcoms Development Division or the
Devartment of Finance and Revenue was to design the aew revenue
accounting system, and each District agency was to improve its
systems. The District covernment planned te improve its systems
in this manner because it w's the least costly way to make the
mmprovements.

We consider the District qgovernwment's plans to improve the
co _gr\txnﬂ :vcfpm: with its nv1ci‘1nn ctafs +0o he unrealigtic

s
acc [N 81 (G B DR S Seal L LY U0 willTada st i,

onsidering tne size and complexity of the systems and th
urqency for making the improvements., 1he Svstems Development
Division staff assigned to systems improvement wcrk has been
increcased by only five since early 1972. Six people were

cgigned to such work in February 1972 whereas 11 are presently
assigned.,

We have been concerned for some time about the number of
emplovees assigned t¢ the improvement cof the accounting sys-
tems. In a November 1274 report to the (engress (BE-115398,
November 12, 1974), we statcd:

et
o
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"To accorplish this most difflcult task even
within a meriod c¢f several yesrc will recuire
the ossicnment by the District Covernment ol
odditional cualified personnecl. The Cistrict
Gevernment is aware of our views."

The District government's January 1976 plan provices tor
{1}y 17 aaditicnal employees to work on FHIS and the revoenue
cccount ing system, (z) 20 additional ermployees to design, linple-
ment, and operate the new payroll-position management syotom,
and {3) the increased use of contractors. These chanae: will,
it apprroved, increace the cost of acccunting systems impaove-
went work in fiscal years 1976 and 1977.

We helieve the District government has not budgeted o
adecuate resources for improving the District agencies!
aveount ing systems. These systewc urdgently need improvemcont
boeoause they provide a large amount of input to the centrol
nystema and because they produce all of the District aovern-
ment s oot information.

EVALUATION OF TECRNICAL APPROMCH

o evoluate the District gevernment's teochnical apprroach
for awproving its accounting systems, ve cornored the seqgruencoe
ot work, actual and planned, on FMIS to the rocwe nce of work
usnally tollowed by experienced desisners of accounting cynteoems,
We usoed ¥MIS in the comparison because the plans for the other
systems did not contain the detail necessary for evaluation,

The geauence generelly fallowed in accounting systems
devolopnent follows.

~-ldentify 2ll financial informaticn that must be producrd
by the system.

--Desian report formats and obtain verification from potloen-
tinl users that the reports will meet their needs.

~~ldentify the most logical source for each item of finan-
cial information needed to prepare the reports,
considering the new accounting system, other accounting
and nonaccounting csystems, and cost ascertainment
technigues.

--Nesign a structure of aeneral ledger accounts and sub-
sidlary accounts and records that will provide the

{inancial information to be produced by the now account-
ing system.

15
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~-Design a coding structure which will result in sccumulot-
ing financial transactions in the proper accounts.

~--Design the flow of documents and internal controls f{or
processing accounting transactions.

-Design the computerized aspects of the accounting syst-mr,
~-Implement the systen,

We evaluated the approach followed on F¥IS for each of tunese
tacks.

Identify needed financioal information

This is a logical first stepr in designing an accounting
system, becauce the purpose of the system is to provide necded
financial informstion.

In designing FMIS, officials of Dictrict offices and acen-
cies were contacted about their needs for financiel information,
we were inforrwed, bowever, that many ctuer potential users of
firancial information from the system were not contacted,
includina the cengrezsionel committees having responcibilitiey
for the District government, City Council, Mavor, and hi:z
staff 2nd thece responsible for preparing the District cavern-
ment's financial statements. Substantial chenages could Le
recuired in FMIS at some future date to enable it to produce
the financial information needed by these parties.

Design_and verify report formets

This step is impertant in designing an accounting system
because it provides assurance that all needs for financial
information have been identified and will receive considereaticn
when the account structurc is established.

The Systems Development Division staff prepered formats of
the reports to be produced by FMIS and gave tnem to the Digtrice
cffices and agencies for suggestions on improving the reports.
The formats were subsecguently revised to incorporate suggestegd
changes.

Identify sources of information

A logical source for each item of financial infcrmation on
the report formats should be identified at this point so that
the now accounting system account structure can be designed to
provide all of the financial information that the system in to
produce.
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such as vayableg, 1nventcory bslances, and rececivables.
we believe that the inferration to be produced ry cach
anency system should be idertified anc tnet necded improvements
Le made 1n the systems as soon as possible.

besign_an_account structure

The account tructure——~cncral ledger accounts ana suboini
ary accounts and records, including.any cf tnoce to pe compu-
terizea-—-shiould be established at thiz point. DBecausne of the
werk performred previously, the accounts and records can be
t vilored to accumulate the firencial information to be preducea
by the svetem.

The Systams Developrment Division ctaffi 15 establishing an
account structure for FMIS during the nreparetion of the
detailed desian for the obligeting autihocrity rapaaerdnt cuheyo-
tem, In our oninion, the account structure is heing cot
vroematurely becouse all of the financial intormation Lo
nroduced by FMIS has not been identified.

liesian a coéding s structure

The coding structure can be designed after the account
gtructure has been establiched, because it is then known how
tne various types of accounting transactions muct be accumu-
lated to post the accounts. The Systems Developrnent Division
staff designed the coding structure for FHIS belore the
account structure was designed. We believe that the coding
structure could requilre extensive revisions after the account
structure has been desiqned.

Design the document flow

_59 1nﬁetna) ontroi§

The flow of documents ard internal controls for proces-
Sing accounting transactions can be designed after the preced-
ing step because the coding structure dictates which account ing
transactions must be documented and hew the documents should be
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batched to facilitate processing. The Systems L-evelopment Divi-
cion staf! haas not sterted to design the flow of Jdocumentcs

and internal controls for FIIS, except for the flow of obligat-
ing document: from the agencies to the central level.

Deedgn the computerized acpects

Changes in the design of the computerized aspects of an
accounting system are usually time consuming and expensive.
It is thercfore important that the manual aspects of the system
be firmly cstublished before the computerized aspects are
designed. T'he Systems Development Division staff is in the
process of denigning the computerized aspects of the obligating
authority management subsystem of FMIS., 1In our opinion, this
work is being performeda prematurely because, as discussed
previously, several manual aspects of the design have not been

comial o ad
\a\/llb"l.& (SRR )

Implement the syctem
We stronaly beliceve that accounting systems which are sub-
ject to our approval should not be implemented until the design
has heen approved, Because our reviews often disclose matters
which reguire ¢xtencive changes in the design, the premature
implerentation of a system should be avoided so that changes
will not be required in the implemented system as a result of
our review, Changes in implemented systems are often very
costly, especially if computerized aspects are involved.

The District government plans to implement the various
subsystens of FMIS before they are approved. We, of course,
do not agrfer with the District government's plans in this
ratter.

1 3
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CHAPTER §

GGLSTEL PRICRITIES 1F A CCNTRACTCR IE HTRED

H

TG IMPRCVE THE ACCOUNTING SYSTEMS

seauence of tasks ir this chepter regresents out
priorities for the work which can bect be accom-

plished with a contractor during the next 2 years,

tives of
The
dentifa

stoms.

WO Tk

thz

most of these tasks were explained in charpt

The objzc-
er four.,

seavence of tasks which we are suggesting includes an

cation of the tinancial information which must be
duced and, if necessary. a restructuring of the accounting

proe-

Although thece tacks may dupl icate ¢r necate certa:in

t has becen performed on FMIS, we believe that they ¢

Qb

necessary to insure that the District government's improved

accounting

systems will be capable of preducing all needed
Financial information and will produce it moct effectively

anfi

efficiently. These tasks were not adequately performed b:forc

the

FMIS

Cur

1

e

desion was started.

suagested scouence of tasks follows.

Design, in conformity with generally accepted

ing princigles, financial statements which will

account-
presont

fairly the financial position and results of cperaticns

of the respective District governpent funds.

Identify the financial inforration needed by

and his staff.

the con-
gressional committees with responsibilities for the
District government, the City Council, ané the Mayor

With the assistance of District government personnel,

identify all financial information needed by each

District agency. A special effort should be made to
identify the information needed by the heads of the

agencies and their starfs,

intermediate level man-

aners, and the managers of major programs and func-

tions, because little attention hat been given to

their needs in the past.

Frepare formats of the reports that must be preduced
to satisfy the identified needs for financial infnr“>-
tion and obtain verification from the intended recir
performing

ent¢ that the reports will be adeguate. 1In

this task, the report formats prepared for FMIE

he used to the extent possible.
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Icentifyv the nost logical source for cach jter of finarn-
cial information on the formats of the financial ntate~
ments and regorts.

Croup the identified sources of information inte a
logical structure of accounting system:, ectablish the
boundaries for each svston, pierare a descriptivn of
each system, andé identify the interfiaces between
sySstome,

Evaluate the werk that hes been performed on RIS and
incorporate ac much 2s possible intoe the new structure
cof systems.

Desian as many of the new systems as possible during
the remainder of the 2-vear period, startinu with thoue
most vital to producing the informaticn necded o pre-~
pare financ:ial statements and reports te the Conuress,
City Council, and HMHavor.

After the decsianc hove been avproved by our Office, the
contractor shculd help the District aovernment imilemert
the systers, train District government personncl to
operate the systeme and prepare an accounting manuel
for each syster.

Although a contractor could possibly auvply sufficient

resources in 2 years to design and implement all of the now
accounting systems, it is not probable. If the work ic not
completed in Z yvears, we telieve that the tasks which we have
sugoested would bring the work to a point where 1t could “e
completed within a relatively short time by the same contrac-
tor, another contractor, or by District government personnel,
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SUGGESTICHNS FUk IVFEQVIAG FIUANCIAL

FANAGENENT AND FINAUCIAL PLYOKTING

esponce to tno

The following actions are sugsesteca in r
h the Congresn, and

Chairman's recvest that vwe cvocoest how we,
the District governmvnt cen best nroceed to neet the objective
of good financiel ranragement and financiel rewcrtinys by tnne

Pistrict governrent.

CONGRESS

~--xzfter consulting witr District govermment oflicinis,
enpact leciclation recuiring the Distric. governmnt to
irprove its accounting syztams within a stated weriod
of tire. We sugcect that within a reasonable tiwe the
District governwent Le reauired to submit to tho con-
gressional conmmittees with recponsibilities for the
District government a vlan for wmaking the nesded accoint.
ina systems improvements, specifying the scoucrce of
taskz to be perforrmed and the work to be perfurmed hy o
contractor. We also suagest that the congressionad
commi ttees monitor the progress of the accounting
systens' improvement bv requiring responcible Dictrict
govermment officials tc vericaically report on the
status of the work.

--Take such actions as are necessary to see that the funous
reacuired to make the needed improvements in the account~
ing systems are made availarnlie.

cho

--Consult with District government and contractor person-
nel, particularly about our documentation reguirements
for accounting system designs.

~~If reguested by the Congress, monitor the contract, or
contracts, for improving the District gecvernment's
accounting sv-tems.

~-Fvaluate and approve desians for the District agovern-
ment's accounting systems as expeditiously as possible.

~-Review the new accountino svstems after they have been

implemented to incsu:e that they are properly imploemented
and operating effectively and cfficiently.
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~=~3iLrenathen the overall ranagerent of the Digstrict coverr.—
ment's accounting onerations by placing the regsjponsitil
ity end authority for all accounting operations wito a
hiah level official in CBM3 who can devote full tiwe to
these responsibilities. If a contractor is not usce *n
improve the accounting sycteng, we sugoest that thio inai-
vidvual rersonally direct the improvement of the accwunting
syctems through the first seven tasks identified in chuar-
ter five. We also suwiqect that this individual cs=teblich
the poliries and procedures fcor the design and aperation
of all of the Listrict government's accounting oystens,

~~%trernathen the management of the individual accounting
eysters of the District goverrnment by recuiring the
Director of OBMS to designate a manader for eoch acceunt-
ina systen who will be held recrponsible for the nyeter's
design and operation.

~-After the first seven tasks identified in chapter five
have been completed, change the role of the Systens
Development Division to a service organization respon i
ble for providing systems accountants and cocrputor
experts tc work under the direction of the accounting
systems managers when so requested by the manarors.
we believe the accounting systems managers must heve
this authority if they are to be held responsibile tor
the performance of the accounting syctems.

~--keauest adecuate resources for the Gesign and cpetation
of the accounting systems.

--Establish an office under the accounting officet in
OBNMS~--the new pozition recommended above~-to propare the
financial statewents and reports required by the Conares:,
City Council, Mayor, and other District government offi-
ciale. We believe that the lack of a collection point
for financial information has contriuted to the weaek-
nessec in financial statements and reports referred to in
chapter two.

--After the now accounting systame are desioned, prepare
an accounting manual for each accounting s,stem and
written procedures for each employee performing an
accountinag operation. The procedures should establish
a deadline for completing the operation.

26
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~-Eesign the marager of each accounti
sibility for insuring that all ennlo
accounting operations for that syst
trainec.

cter the respon-
performing

ve Leen cronerly

. -~Recuire the Office of Municiral Audit and Inspecticn to
review each accountina system at least every 3 vee: s to
insure that 1t is functicning properly and assign tLrne

. OBMS accounting officer the recponsibility for insuring
that weaknesses disclosed by the reviews 2re corrccted.

G
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APPENDIX I APPENDIX I

(]

ACCOUNTING SYSIENE GPERATED
BY AGLNCIES OF THE DISTRICY GOVFRNMUNT

3 s s A e T o e A A S A Aok S e i o M s i . ot S T e o i i P S S T e

Armory Board:
~-Multinurpose accounting {Stadium operating fund)
~-~Revolving fund accounting {Armory working capital funa)

Department of Corrections:
--Grant accounting
--Multipurpose accounting (Cavital outlay)
~-Multipurpose accounting (Inmate welfare fund)

Department of Environmental Services:
--Cost accounting ;
~-~Revenue accounting

Department of General Services:
-—-Multipurpose accounting (Ecqucational surplus property)
--Project accounting (Construction services)
-~Revolving fund accounting (Fostage)
-~Revolving fund accounting (Frinting and reproduction)
--Revolving fund accounting (Plant repairs and
irprovement)

Decartment of Human Resources:
~—-Multipurpose accountinag (D C. General Hosgpital)
~-Mult ipurpose accounting (Clendale Hospital)
--Multipurpose accounting (Departmental central system)

Departiment of Manpower:
--Grant accounting

Department of Pecreation:
~-Multipurpose accounting

Department of Transportation:
~~Project accounting (Highway constructio-)
~-Revolving fund accounting (Maintenance and repair of
vehicles)
~—-Revolving fund accounting {Street restoraticn)

Executive Cffice of the Mayor:
--Multipurpose accounting (Publications fund)

Metropolitan Police Department:
~-=-Cost accounting

Office of Human Rights:

--~Grant accounting
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d Management:

kg!
accountira (Share corputer center)

Office of the Surveyor:
~-Cost accounting

Pubtlic Scheols:
--Multipurpose accounting (Food services fund)

Washington Technical Institute:
--Multipurpose accounting

Youth Opportunity Services:
~-Multipurpose accounting .
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ATTIIRTL IF SITTD T

COMPTROLLER GUINCRAL OF THI UMNITED STATES

WASIIINGTOMR O T 20343

-1l

Jeptertor 23, 10002
The Honcrable Walter ... VWarhin-hirn
Mayer of the Digtriect «f Coluriis

T have recently reviewed the stabtus of yeur accourting
ms imprevement effort mand am 41

°n digappnrinted, az T an sure
vou mast be, at the slew yrosress helng: made.

then we ap

pu 1 s

ards almnet 3-1.7 vearn prol we bad hich 7
tha bveginnin s of & i reus syshers brnreverent g

the Nigtriet I Telumhia.

I realize that frllowing cur report of March 13, 19472,

on viclations of the Anti-Deficiency Act., you were uni-r pres-
sure to deo a lot of "dike-pzaichins.” T am also awars of the
reorganization and strengthening vf vorur fTinaneial manazement
structure thet has since talen place, ”P"orthelpss, ProfTess
in developing systems which mect our reguirements for ammroval
appear mininal, as indicated in the enclosed sumary vhich i3
to be included in ovr 1975 report tc the Congress on nmur

acceoomnting svstem work.

From our point of view--bace! on ohserving sccounting
systems develeopmen-z in Federal zoencles--we belleve that a
rajor ohstacle to progress in tnﬂ District has Been the proh-
lem of clearly identlrying and defining boundaries of th
various accounting crstems and subsyslerxs used by Lis trlct of
Colurbia crgan’zaticna. This mrict be done tn pernmit seveorsl
desiéns to be rrepared simidianeously., vhich is nececcary if
all of the District's mmerous accounting systems are to be
approved and opersting within a r@aShnable period of time.

This information 1o algo ne-essary Lo determine whether the
systen which has been intrrrally evbmitied fer our evaluation
meets cur ctandardes and is thorefore arpromhle.

(GAO note: The attachment teo this letter
was not inecluded in the report

pecause it was not relevant to FGHSD-76-18
the subject matter.
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1O
(s}
{r

1B-1L7997

W2 urge that you and your shsff
aldress this issue and the related i
the Disvrict organizations will be resro
anl operating the various systems and segments. Once these
basic issues are settled, the design anid
can be vlannel and undertaken nore effectively.

as soon a8 possible
i

ssues of what level in
VY

We are appealint to you again on this matter because w
are very wich interested in seeiny that the District has an
effective accounting anld finanzial ranaserent systern. You
can count on owr continmied cecoseration.

Sincerely yours,
/s/ Simer 3. Staats

Coaptroller

eneral
of the n T

G
~ed States

.

&
-3

2logare
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AFPPLNDIX TITI AFPENCIN III

THEDISTRICT OF COLUMBIA

WALTER E. WASHIMGTON
Mavon WASHINGTON, D C 20004

Honorable Elmer B. Stazats
Comptroller General of the Unitud States
Generdal Accounting Office
Washington, D. C. 20548

Dear Mr. Staats:

Thank you for your letter of September 23, 1975, in which you
expressed your concern regarding the District of Celumbia'’s progress in
improving its accounting systiems. In my judgment, the District has been
moving in a responoible and timely manner iu that area, especially when
the District's efforts are viewed in the context of ils particular require-
ments as a municipal government.

In your letter you cite experiences with Federal departmeats
and agenvies in evaluating the bistrict's efforts:

“"From our point of view—~based on cobserving accounting
systems decvelopments in Federal agencies--we believe that
a major obstacle to progress in the District has been the
problem of clearly identifying and defining boundaries of
the various accounting systems and subsystems used by District
of Columbia organizations.”

The District 1s sabject to pressures that are different in many
important ways from those being felt by Federal deparuments, however. The
city must operate within stringent funding constraints, thus putting a
premjium on effective monitoring of obligations and revenues. In addition,
city officials and managers need highly detailed program and financial data
to respond to the public's demands for accountabillty by those officials.,

In response to the.city's special requirements and the overall
requirenents of sound financial management, we are carrying.out concurrentiy

a nuroer of systems development projects, including the work that you have
suggested defining the various systems and subsystems in the District.
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A the attachment to your letter points oat, the ity is planning
to put in eperaiion by October 1, 1976, a new appropriaticn-allotient systen.
Thit syater will dmprove the timeliness, availability, and .conracy of
mmtorseot o on obiligations and financial plans at the ageron Tevel and ot
the oo ral tevei. It will also provide for better sifeguards apalinst ovvor-
ubtipatron:, A rore detailed description of the planned svotem is dnclled
i the gttty hment te this letter.,

Mothe same time, we are planning to mihe major 1uprover.oots in
per-ontel marement and position control by Cereber 1, 189760 The peroenned
minaperent cyvotem will provide for better informat:i-n wnd coutrol,

Prolimiuary meetings have been held on the dovelopnent i a news
Fevenue o oenting system,
Weoate also verking to identify aud detioe all aoocnatin, suo valens
movne caetrict, as called for by your letter.,

[ trongly believe that it is ess-ential that these variou improve-
sent o eliote be carried out concurrently.  The plannel fmprovenents in
Yoo ooe o porsennel control are vital to responsible finaveral manapenent
vt Cicto b aovernment and cannot be delaved ust il all oo countine sakh-

) have boen fdentified and defined.  hocanse of the comploxity of the
;f«vaAd;wu Ll nvstors design reguived, it will be difficule to acnicve the
planndd ctartang dale of Qctober 1, 1976, for the systens. Any delay weuld

1 t
poohr the ~:,:lzn, Jdate Lack to Fiscal Year 1978 or later. I believe that
Ste v aciay shoudd be aveided if at all possible.

I an hepeful that the concurrent work on the inventory and systoms
Jefaeitrca will provide the necessary information for che developwent of the
: vi.tem,  Avencies will be better able to assess their needs as a result of
fhedr capertience with the design of the new obligation and persennel .ystems.
fhew wo bt oo padn a better understanding of how the new system will meet
thoir auds 1t they see the system itself under developrent rather than the
dewira teocute it for the system,

Whille we sy not agree on the specific steps to be taken ia the
deve lopment ot the new system, I am confident that we sbare the same goal
of sipnificantly lwproving the District's financial manapgenent systen. I
appreciate the vnpoing assistance provided by vour office in this effert.

Sincerely yours

] ZLU TULb /»g/

Walter E. Washi Pgton
th‘J‘i r /

Attachment
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APPEWDIX IV APFLNDLIX IV

ERINCIDPAL CFFICIALS OF
THE DISTRICT COF COLUMHTA  GUVLIRNLINT REGPOUSTHLE

“SFOR TRL ACTIVITILG DAECUBETD. 1N 411511 YuRT

Tenure of coffice

From To
MAYOR (Note a):
Walter E. Washington Nov., lyi7 Present
DIRECTOR, CFFICE OF BULDGET AND
MANAGEMENT SYSTEMS {(noteg b, ¢):
Comer S. Coppie Apr. luid Present
DEPUTY DIRECTCOR, OFFICE OF BUDGEY
AND MANAGEMENT SYSTENMS:
Williewm K. Krause May 1475 Present
Max Chaikin Apr. 1972 May 1875

a
From Rovember 1967 to January 1, 1975, the pooition
title was Commissioner,

b
From November 196% to December 3, 1974, the office
title was Office of Budqet and Financial Manancwent.

c
The responsibility for acuvovunting systems development

was transferied from the Office of Planning and
Management elifective April 5, 1972,
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