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DIVISION S EP 8 1976

The” Honorabic Walter I, Washington

Mayor of the District of Columbia jMJCf 6w7f¢6’
Washington, B.C. 20004

Dear Mayor Hashingfon:

We have been studying the District’s motor vehicle management
ictivities to determine how effcctively and cconomically the city
acquires and maintains ils vehicles. bhuring our study, wvhich is not
yet complete, weo noted that the Department of Human Rezources (DHR) ool
apparently violated Federal grant repulalions by spernding $5,740 of
Department of Health, Lducation, and Weifarve (VHEW) gront funds for
leasing Lwo intcermediate sedans (equipped with air-cenditioning,

AM-FM racdio, Jdeluxe wheol covers, and radial tires) which were not used
for grant purpoccs. Iu addition, other Federael regulations regarding
limits on vchicle sire and purchase price were cirveussented. Ve are

~reporting ithis matter ai this time beciuse we believe it warrants

. . . . .y . - 1, &
immadiate attent’on. Connaents of the DHR Director, &nd the Depavtment .0 (7 %
of General Services (DCS) Director have been censidercd in the

preparation of this report. !

In May 1974. DIk inforwcd HEW that two.autouobiles would be
purchused with grant fuads avarded fer maternity-inf:it carce and chiidren-
youlh projects. In Noveuber 1974, DIR requested MEE's permission to lease
rather than purchase thoe vehicles. DR sfatc@ that it wns impassibla te
purchase an autorohile within the purchece price limitotiozn imposcd by
Distrizt rcgulations., Pederal low vhich applicd to the District and was
in effecct at the time fnposed a $7,100 per vebicle tindtation., The
stated purpose ¢f acquiring the vehic'os 218 to [rovide the staff and
the project dircetor with trensportation to healta clinje sites and
project rolated necetings within MR 200 the BDistrizt cownunity. The
request was appreved by HEW witn the stipulation 1! tho transaction
be carricd out within the approved budget limits,
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Each of the tuwn revised grant budgets subscquently submitted to HIW
by DHR allotted $3,000 for a sedan. The budget justification for the
maternity-jufant cave grant stated that the sedan would scrve the preject
staff and clinics as nceded. The children-youth grant budget stated that
the automobile, along with other cquipment, was needed in the clinics' -
operat?on and would provide transportation for core staff and other
THR st ff while on official duties.

In reviewing the lease prorcesal, DGS asked DIR in Decembexr 1974 to
reconsider its plans, based on the following information.

¢ (1) The requested vchicles were performance-oriented, used prin...ly
by police, and cost more to operate and maintain than smaller
cars. (CSA Federal Management Circular 74-1 (January 21, 1974),
which the District follows, suggesls that only veliicles with
minimun body and engine size and maximum fuel elficiency be
acquired.)

(2) Adir-conditioning had to be specifically authorized by the'grant
or L, the Director, DGS.

lDGS also asked that the intended use of the vehicles be restated with fall

supporing evidence.

The DHR Dircctor responded by saying that an urgent program require-
ment exis.ed for the two vehicles authorized for purchase by the grants.
He asked that aranzements he made {or lease with option to purchase and
assured PGS that funding re~uired for the lease in excess of the grant
authorizations would be provided by other fuuds. DGS officials said that
although DHR did not suknit the requested docun ntation, bids on the lease
were soliclted because HoW bad pranted permission to acquire the vehicles.

The District Materiol Management Manual veuires that all air-conditioned
vehicle requests, cynept Polics a d Five Depart ent passenger carry.ng
vehiclen, must ic approv.d prior to bid solisit tion by the District
Of “ice of Budpet and Uievmejal Hanagemeat (OB~} The DGS Director teld
us BOS solicited bids o1 the sedans without OPTM's approval beciuse the
vehicles wore arpently uceded.  The Director said that a misundecstandang
amoeng his s.wff{lcd to thue air-conditiening being approved.  He wdded that
he never avproted nor would we cver approve air-rconditioning withoui some
form of justificati.n.



In March 1975 a l-year contvarct™ag cntered into for lecase of the
sedans at an annual cost of $7,878 including $840 for insurance. Fuel .
and mainlenance was to be provided by the bistrict. An option to renew
the lease for two additional l-year (erms was provided., From the
inception of the contract through April 1976, DHR paid $8,470 {or rent
of the vehicles,

Although the Jease had expired in April 1974, DHR continued to use
the vehicles, A DHR official stated that the lease had nat been renowed.
A leasing company official told us that it was assumed DHR had exereiscd
its lease opticih because the velhielen had not been returned, HIW author-—
ized purchasce or continued leasing of the automobiles on July 21, 1970,
On July 30, 1976, we met with the DUR Dircector and questionced the lease
arraagenent and the vehicles' use in relation to that authorlzed by the
grants. Inm Aupunt 1976, DIHR made arrangements to purchasce with grant
funds the used sedans for $2,900 each. Along with the rental payments
of 1,970 for May-~July 1976 which ore now being processcd, the total
costs for Jeasing and purchasing the vehicles will be 516,240 or about
$8,000 per vehilele, The leasing company official indicated that if the
automohilaey fnftlZally had been purchased rather than leased the cost
would have been $5,300 per vehicle, - PHR could not have purchased the
vehicles at that price because of the $§2,100 limitation impisced by law.

In its annual report to DHR on motor fleet operations, DGS intends
to point out that 12 sedans and station wagens were, by District standards,
underutilizad during {iscal ycar 1876, e of these vehicles accum-
lated only (27 miles {compared to a 12,070 mile standard) over the 12-month
period. We thurefore question the need for the two sedans which DUR plans
“te purchase us Ing grant funds,

HEW approved DHR's inltial request to acquire the vehicles based on
DHR's siatement taat they would he used in conneetion with maternity-
Infant care and «aildren-youll: projects,  The WO official who gave DHR
the authority to cither continue to Jease or purchase the vehicles said
that he assued LU e automobiles vould be wsed for grant project activities,

The DHR Marernal and Child Heasth Division Acting Chicef, who oversces
the projects, oafd that the vehicles ave never been ured by project staff,
Furthernere, the rorser Division Chieir vho initiated the reguest said
that these specific vehicles were acver intended for cnclusive use in the
projects,  The Chicf said that when transportation vos needod, Lhe District
or DHR motor pools wvore uscd, T was reasoned that by oassipgning these
vehicles to a4 notor pool the projects would, in effect, be poying for their
transpovtatfon,  Yhe vehicles, howover, were never acscigned to the District
or DHR motor pool. '
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The DHR Birector told us that the vehicles were used by personnel
frow his offizes in the District Building. (The projects' administrative
offices are located at 1875 Connecticut Avenuc, NW,) The DR TrnnsporfnLion
Officer stated that one is used for the DHR Bircctor's hone-to-work trans-
prrtaltion bezause he is on 24~hour call. The DHR Director also told us
that no travel logs (as require. by the DHR Standard Operating Procedures
Handbouk) were kept because the varied use of the vehicles made it imprac-
ticable. 0w ouly 26, 1970, the vehicles' odometers showed that they were
driven 18,622 axd 12,198 wmiles, respectively, However, in the absence
of travel logs, we could not verify actual usage,

According t he DHR Director, informal DUR-HFW operating arrange-
ments permit gront-funded equipment to be used in other BUR operations.
However, DIR did not provide us with documentation Lo substanliate such
an arrangement. He said also that, because the Dircctor's Office has
responsibility for oversceing prograus, including thosc funded by maternal
and child health grants, in locations around the city, the dcployment of
the vehicles is justified. The HLW grant approval, ho ¢ver, does not
authorize DHR to use the wvchicles for general DHR rrogram purposcs.

We belicve that vnless the vehicles are tsed Cor grant purposes, it
is inappropriate to charge iease or purchase costs to grant funds. The
use of appropriated funds for lcase or purchase costs could icad Lo viola-
tions of Pederal statutes (31 U.S.C. Gika) which state that ne appropria-
vion shall be expended te ruschase ov hire pas.enger motor vehicles, unless
spccifically authorized., The Digtrict's tiscal year 197¢ budget and pro-
pescd fiscal yecar 1977 budiet do not requost wutherity Lo rent passonger
vehiclas for DHR.  The propescd fiseal year 1977 budgrt does not cither
provide [vuds or request authority for the purchase of wotor vehicles
for DIR.

Federal aud ULW regulations {FMC 74-4 and 45 CFR 74, Appendix C)
state teat in order to e allovable urdor a gfont proesram, cosls must
“be neceszarvy awl reasonable for

pron toapd of dcient adidnfctration of
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carry out Ui oviadi v Alic o miat or bond op oty
{(Underscoring ada.da ) By tundin,, aud usin, the veliicles oo discusoed, DR
violated Tedoral und HEW ropulations aud the term, of the patarnjly-
infant care and children-vouth ;ran' o, Unloa: the vebiielen are ured s
authorized by the prants, dhe violatlon continucs.  turthoriore, by
Icasing the “performance-oricnted” vehicles ot an atwnal eont in excess
cf $3,900 cach, DR cir:wavented the intent of the $2,100 pucchirse psice
limitation and faiicd to acquire the nost cconcumical vehicle ponsible as
requived by F¥MC 74-)1.  The planncd acquinftion of the two uscd vehicles
fer $2,900 cach after they had bren Toaned appears to cireumvent the new
purchase price ceiling ol $2,700 piu. the cost o apprapriate accessories,
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We therefore recommend that DHR be required to

~-provide adequate justification and obtain required approvals
before acquiring vcehicles and related accessories,

~=arrange for reimbursing the grant accounts for the vehicle costs
incurred while they were used for non-grant project purposes,

~-adhere to Federal and HEW requilrements governing vehicle use and
acquisition,

—-adhere to DHR's regulations requiring travel logs to be maintained
' -for cach vehicle,

~-obtain congressional approval if appropriated funds are to be
: used for vehicle costs, and

--determine whether there is an actual need for the vehicles and

if so, acquire more economiczl vehicles than the existing onces.

We had originally addressed this report to thie City Administrator. Ve
delivered it to him on September 2, 1670, and he returned it the same day,
saying that he had no responsibility for the matters discussed in the
teport .

Coples of this report are being sent to inteveapred congressional o
committees, the City Council, Office of llanagement and Budget Systems, o

Department of Human Resources, Department of General Scrvices, D.C. AUd]LOE,
“and the Office of Municipal AUdlL and Inspection,

\\<4

f

Pleasc advise us within 30 days of the action you take on this matter,

Sincerely yeouvrs,

Ut Lo

. . Victor L. Lowe
' / ) Dircctor

kir

Ly

|  GEST DOCUMENT AVAILABLF





