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mendations resulting from its audits and other review 
work in the Operations of Civil Departments and Agen- 
cies on which satisfactory legislative or administrative 
actions have not been taken. These summaries are com- 
piled to assist congressional committees in their review 
of budget requests for fiscal year 1985. Previous GAO 
reports brought these matters to the attention of the 
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VARlDUS DEPARTMENTS AND AGENCIES 
Recommendation 

DEPARTMENT OF JUSTICE 
JUDICIAL CONFERENCE OF THE UNITED STATES 

Title, 
U.S. Marshals Can Serve Civil Process and Transport Prisoners More Efficiently 

Report Number/- (GGD-82-8, 4-22-82) 
Document Date 

Target Departments/Agencies 

Budge1 Function: Admlmstration of Justice Federal Law Enforcement Actlv~tles (751.0) 
Legislative Authonty- Legislative Authority: Judwry Act (1 Stat. 73) P L 87-62 1 Fed. R CIV P. 4. Fed R. Cn. P. 45. H.R 3580 (97th Gong.) S. 

951 (97th Gang.). S 2377 (96th Cong ). H.R 4272 (96th Cong ) 28 USC 1921 28 0 SC 569(b). 1 Stat. 87. 

Budget Fun&on 

Abstract- GAO examined the operations of the US Marshals Service 
and evaluated the Marshals Service’s efforts to serve rival 
process for private litigants and to transport Federal prison- 
ers between judlclal dlstncts. 

Findings/Conclusions-Findings/Conclusions: Marshals have been required by law 
to serve cwil process when dtrected by the courts. CIVII 
process IS served and fees are charged in accordance wth 
judwal rules and Federal statute which are causmg the 
process-sewing function to be uneconomlcai and mefi- 
cient. Rule 4 of the Federal Rules of CWII Procedure governs 
the serwe of process and causes marshals to be excesswe- 
ly Involved ~11th the performance of this functmn it also re- 
stricts the use of an effiwnt method of serwce for sum- 
monses and complamts. certified mall Although recent 
changes have been made to Rule 4 to broaden the range of 
people with blanket authoraat~on to serve CIVII proress and 
the ability of courts to specifically appomt persons to setwe 
cwil process, these changes have not had a significant Im- 
pact Rule 4 allows the use of cetitied mall to serve sum- 
monses and complaWs to mdwiduais. busmess concerns, 
and unmcorporated assoclatlons However, most States do 
not speaficaiiy allow the routine use of cerbfied mall to 
serve CI~II summonses and compiamts GAO found that 
cerhfied mail was an effectwe and efficient method of sew- 
Ice and dtd not hamper court operations. in an effort to re- 
duce the cost of transportmg Federal prisoners across Fed- 
eral judicial dlstxt boundanes. the National Prisoner Trans- 
portation System was developed However. It IS not bemg 
used to its full potential which results tn unnecessary trans- 
port&on costs and danger to the public. 

Recommendatlons- Recommendations to Congress: Congress should revise 28 
to Congress USC 1921 to gwe the Attorney General authority to 

penodvaiiy revwe the fees that marshals charge for serving 
CMI process for private litigants m Federal court 

Recommendation Status-status: Actmn m process. 

Congress should require that the establlshed fees prowde 
full recovery of marshals actual operating costs to serve pri- 
vate cwl process exciuswe of the costs Incurred to serve 
process for mdlgents. 
Slatus: Action tn process. 

Recommendations-Recommendations to Agencies: The Attorney General 
to Agencies should. (1) implement a definwe and detalled pnsoner- 

movement pnonty system for tnp coordmators to use when 

schedukng trips: (2) gather more specific deadlme mforma- 
tlon for each prisoner movemeW (3) requwe 0 S Attorneys’ 
Offices to provide marshal personnel more timely mforma- 
tion m order that the maximum amount of lead times are 
prowded trip coordmators when scheduling trips, and (4) 
direct trip coordmators to cnticaliy evaluate each proposed 
prisoner movement for cost-effecweness 
Status: Action completed. 

The Judictal Conference should develop amendments to 
Rule 4 of the Federal Rules of Civil Procedure which would 
require that civil process be served by persons speaaiiy ap- 
pointed or approved by the courts to perform this limctton. 
except m those situations when service of process by 
marshals IS specifically reqwed by law or IS deemed neces- 
sary by the courts. 
Slalus: Aaion completed. 
The Judicial Conference should develop amendments to 
Rule 4 of the Federal Rules of Civil Procedure which would 
authorize ail Federal JUdlCiai districts to use certified mail as 
one of the methods of sewmg summonses and complaints 
except when serwce is to be made to an Infant or an incom- 
petent and complamts should deslgnate the person who 
may properly sign for the reieipt of such process. 
Status: Recommendation no longer valid/action not Intend--Recommendation Status 
ed. In passing P.L. 97-46i, congress has desfgnated 
that first class marl be used rather than certified mail as -Non-ActIon Text 
the primary means of servmg ciwl summonses and com- 
plaints The use of first class is now authorized m every 
district regardless of whether a state’s laws authorfze it 
This effort IS consfslent with the recommendatron. 

Agency Comments/Action 

The Judicial Conference has passed amendments which 
would achieve the purpose of the GAO recommendabons. 
The implementation data of these amendments, however, 
has been delayed until October 1,1983. in the interim, con- 
gressional hearings may be held to discuss refinements to 
the amendments. Justice has taken specific actions to ac- 
compllsh the intent of the recommendations relating to 
prisoner transportation. These actions were verified and an 
accomplishment report issued. 

Agency Comments/Action 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALLOR 
MOSTFEDERALDEPARTMENTSANDAGENCIES 

The Davis43acon Act Should Be Repealed 
(HRD-79-18, 4-27-79) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Davis-Bacon Act (Wage Rates) (40 USC. 276a; P.L. 91-129; 83 Stat. 269). Walsh-Healey Act (Gov- 
ernment Contracts) (41 U.S.C. 35 et seq.). Miller Act (Public Building Contracts) (40 U.S.C. 270). Wagner-Peyser Act (Fed- 
eral Employment Service) (29 U.S.C. 49). Fair Labor Standards Act of 1938 (29 USC. 201). Contract Work Hours and 
Safety Standards Act (40 USC. 327). Service Contract Act of 1965 (41 U.S.C. 351). Administrative Procedure Act (5 U.S.C. 
55 et seq.). P.L. 95-585. OMB Circular A-102. 40 U.S.C. 276(c). 

The Davis-Bacon Act requires that each contract for the 
construction, alteration, or repair of public buildings in ex- 
cess of $2,000 to which the United States is a party or 
shares the financing must state the minimum wages to be 
paid to various classes of laborers and mechanics. The 
minimum wages are those determined by the Secretary of 
Labor to be prevailing for laborers employed on projects of 
a similar character in the area in which the work is to be 
performed. The Act was intended to discourage nonlocal 
contractors from successfully bidding on Government proj- 
ects by hiring cheap labor from outside the project area, 
thus disrupting the prevailing local wage structure. In 1977 
about $172.5 billion was spent on new public and private 
construction projects, but oniy $37.8 billion was for direct 
Federal or federally assisted construction spent by State 
and local agencies and invotved about 22 percent of the 
Nation’s 3.8 million construction workers. The remaining 
$134.7 billion was for privately financed projects without the 
prevailing wage protection of the Davis-Bacon Act. 
Findings/Conclusions: The significant changes in the Na- 
tion’s economic conditions and the economic character of 
the construction industry since 193 1, plus the passage of 
other wage laws, make the Davis-Bacon Act unnecessary. 
After neariy 50 years of administering the Davis- Bacon Act, 
the Department of Labor has not developed an effective 
system to plan, control, or manage the data collection, 
compilation, and wage determination functions. A review of 
the wage determination activities in five regions and head- 
quarters showed continued inadequacies, problems, and 
obstacles in the attempt by Labor to develop and issue 
wage rates based on prevailing rates. The review of 30 Fed- 
eral or federally assisted projects, costing an estimated 
$25.9 million, showed that the majority of the rates issued 
by Labor were higher than the prevailing rates in 12 of the 
localities and lower in the other 18. In the 18 projects where 
the Labor’s rates were lower than those prevailing locally, io- 
cai contractors were generaliy awarded the contracts and 
paid workers the prevailing rates in the community. When 
the Labor’s rates were higher than those prevailing locally, it 
was found that nonlocal contractors worked on most of the 
projects, indicating that the higher rates may have 
discouraged local contractors from bidding. In addition, the 
weekiy payroll reporting requirement resulted in unneces- 
sary contractor costs estimated at $189.1 million for 1977. 

Recommendations to Congress: Congress should repeal 
the Davis-Bacon Act and rescind the weekly payroll report- 
ing requirement of the Copeland Anti-Kickback Act be- 
cause of: (1) significant increased costs to the Federal Gov- 
ernment; (2) the impact excessive wage determination rates 
have on inflating construction costs and disturbing local 
wage scales; and (3) the fact that contractors tend to pay 
prevailing rates, which is the intent of the act, when determi- 
nations are too low. 
Status: Action in process. 
Congress should also repeal the provisions in the 77 related 
statutes which involve federally assisted construction proj- 
ects and which require that wages paid to contractor em- 
ployees should not be less than those determined by the 
Secretaly of Labor to be prevailing in the locality in accord- 
ance with or pursuant to the Davis-Bacon Aa 

Sfafus: Action in process. 

Agency Comments/Action 

OMB and Labor generally disagreed with the report and 
the recommendation that Congress repeal the Davis- 
Bacon Act. OMB said the problems in implementation 
could be resolved by administrative actions, including 
modifying Labor’s regulations. In the 97th and 98th 
Congresses, numerous bills were introduced to repeal or 
amend the act Except for removing the Davis-Bacon Act 
requirements from the Head Start Program, the proposed 
legislation has not been enacted. On June 28, 1983, La- 
bor issued regulations eliminating the 30-percent wage 
rule and changing the wage determination to a majority 
or weighted average rate rule. The major provisions of the 
remaining regulations were upheld by a January 16, 1984, 
Supreme Court ruling and Labor plans to issue them 
shortly. Labor’s proposed changes are far short of the re- 
peal action GAO recommended in April 1979, but the 
proposed revisions will correct some of the significant 
program administration problems GAO identified and, if 
properly implemented, will result in substantial savings. 



AGENCY-WIDE MATTERS AFFECTING THE APPROPRIATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS AND AGENClIES 

Funding of State and Local Government Pension Plans: A National Problem 
(HRD-79-66, 8-30-79) 

Budget Function: income Security: General Retirement and Disability Insurance (601 .O) 
Legislative Authority: Employee Retirement income Security Act of 1974 (29 U.S.C. 1001). National League of Cities v. 

Usery, 426 U.S. 833 (I 976). 

Congress is considering establishing Federal standards for 
State and local government pension plans similar to those 
imposed on private plans by the Employee Retirement In- 
come Security Act of 1974. The act generaliy provides that 
the minimum standard for pension funding by private em- 
ployers be an annual contribution for normal costs plus the 
amount needed to amortize current unfunded liabilities in 
40 equal annual installments. Public pensions are becom- 
ing a large financial burden on State and local govem- 
ments, and that burden will increase in the future. Many ju- 
risdictions do not systematically fund retirement benefits 
accruing to their employees. 
Findings/Conclusions: Adopting a pension plan funding 
standard similar to that required by the Act would have seri- 
ous initial impact on some jurisdictions. During the years 
the plans are on a pay-as-you-go basis, their unfunded lia- 
bilities will continue to grow. At the end of the amortization 
period of 40 years required for private plans, their unfunded 
liabilities will more than triple and yearly pay-as-you-go con- 
tributions will increase several fold. To protect the pension 
benefits earned by public employees and to avert fiscal 
disaster, State and local governments need to fund the nor- 
mal or current cost of their pension plans on an annual 
basis and amortize the plans’ unfunded liabilities. Although 
sponsoring governments are responsible for sound funding 

of State and local government plans, the Federal Govern- 
ment has substantial interest in these pension plans. Many 

jurisdictions have increasingly relied on Federal grant funds 
and revenue sharing to help meet pension plan costs, 
These plans directly affect the continued well-being and 
security of millions of State and local government employ- 
ees and their dependents. 

Recommendations to Congress: Congress should closely 
monitor actions taken by State and local governments to 
improve the funding of their pension plans to determine 
whether and at what point congressional action may be 
necessary in the national interest to prevent fiscal disaster 
and to protect the rights of employees and their depend- 
ents. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The Director, Human Resources Division, delivered a 
statement on this issue September 30. 1480, before the 
House Committee on Education and Labor, Subcommit- 
tee on Labor-Management Relations. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONS OFALLOR 
MOSTFEDERALDEPARTMENTSANDAGENCIES 

Agencies Should Encourage Greater Computer Use on Federal Design Projects 
(LCD-81-7, 70-15-80) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: P.L. 92-582. 

Federal agencies are not actively seeking or encouraging 
the use of computers on Federal design projects. As a 
result, they are missing opportunities to achieve significant 
savings and to improve the quality of Federal building 
designs. 
Findings/Conclusions: GAO found that Federal officials and 
agency procedures and practices often limit and hamper 
the use of computers on Federal projects. Agencies gen- 
erally have not created an environment wherein the efficient 
use of computers is possible. Fee proposal forms used by 
most engineering services do not recognize the possible 
use of computers or provide a place for computer service 
costs to be included as direct costs in proposals. During 
contract negotiations, agency personnel rarely discuss the 
planned use of computers on a project. Even during the 
architect-engineer selection process, most agencies ignore 
computer capability. 
Recommendations to Agencies: The heads of departments 
and agencies procuring architect-engineer services should 
encourage employees to stay current on new and improved 
uses of computers in their individual areas of expertise. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should provide appropriate 
training--courses, seminars, newsletters, etc.-- on the capa- 
bilities and uses of computers in design to their employees. 
Employees receiving this training should include those in- 
volved in selecting design firms, negotiating contracts, 
managing projects, and reviewing designs. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should require that architect- 
engineer contract negotiators routinely discuss and evalu- 
ate planned use of computers when negotiating design 
contracts. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should revise the criteria used in 
evaluating the overall qualifications of firms for design con- 
tracts to include computer capability and expertise. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should provide sufficient techni- 
cal support to contract negotiating teams. This support 
should include personnel with suffkient knowledge about 
computer use and the related costs to enable teams to real- 
istically evaluate the planned use of computer methods and 
negotiate a fair and reasonable fee for the services to be 
provided. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should: (1) direct that computer 

use be required for those analyses and design functions 
which can be done more efficiently and accurately by com- 
puter-aided methods and which are critical to the end prod- 
uct, in terms of safety, energy consumption, and life-cycle 
costs; and (2) encourage computer use in all areas when 
the quality of the design or the structure to be built can be 
improved when computer aids are used. 
Status: Action completed. 

The heads of departments and agencies procuring 
architect-engineer services should require computer capa- 
bilities and expertise to be considered and evaluated when 
selecting architects and engineers for projects on which 
computer-aided design methods, such as energy analyses, 
can be used. 
Status: Action completed. 

The Administrator of the Office of Federal Procurement 
Policy with the concurrence of the Director of the Office of 
Management and Budget should require the Department of 
Defense and the General Services Administration to imple- 
ment the new policy by revising the Defense Acquisition 
Regulations and the Federal Procurement Regulations, 
respectively, and jointly insuring that this policy is incor- 
porated into the new Federal Acquisition Regulations cur- 
rently being developed. 
Status: Action in process. 
The Administrator of the Office of Federal Procurement 
Policy with the concurrence of the Director of the Office of 
Management and Budget should promulgate an architect- 
engineer policy which establishes that: (1) fee negotiations 
will be based on proposals which clearly identify tasks which 
will be performed by firms providing architect-engineer 
services and, when applicable, indicate how computers will 
be used on the project; (2) procedures for pricing computer 
services will be flexible, as long as the method used is the 
same as the firm uses for all its clients, both public and pri- 
vate, and conforms with existing Federal procurement reg- 
ulations; and (3) a structured task-oriented fee proposal for- 
mat will be developed and the use of preprinted fee propos- 
al forms will be discontinued, permitting architect-engineer 
firms to submit their fee proposals in the prescribed struc- 
tured format on their own stationery. 
Status: Action in process. 

The Executive Secretary, Federal Construction Council, 
Building Research Advisory Board, should direct the Coun- 
cil to take an active role in the training of the appropriate 
Federal personnel about the capabilities and uses of com- 
puters by: (1) pulling together the diverse information avail- 
able on the general use of computers in design, existing 
computer-aided design tools and methods, and advances 

3 



in the state of the art of computer-aided design; (2) 
developing the information into specific educational ses- 
sions for presentation to Federal personnel; and (3) actively 
sponsoring these special educational sessions and other 
conferences. 
Status: Action completed. 

Agency Comments/Action 

This report covers multiple agencies. In general, the agen- 
cies have taken actions to implement the recommenda- 
tions or the intent of the recommendations directed to 
agency heads. The Federal Construction Council has im- 
plemented the recommendation made to it. The Office of 
Federal Procurement Policy has initiated action to revise 
Federal procurement regulations as recommended. 

4 



AGENCY-WlDEMATTERSAFFECTINGAPPRQPRIATIONSOFALLOR 
MQSTFEDERALDEPARTMENTSANDAGENCIES 

Increased PfoducNwity in Processing Tfaveel C/aims Can Cut Mminisfrative Costs Significantly 
(AFMD-81-18, l-19-81) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Subsistence Expense Act (44 Stat. 688). 5 U.S.C. 57. 37 USC. 7. 

GAO examined the productivity in processing travel claims 
in response to a congressional request. 
Findings/Conclusions: The processing of claims for travel 
expenses incurred by Federal employees is costing several 
million dollars more than necessary annually. This amount 
could be cut significantly by: (1) replacing the reimburse- 
ment method used for high cost areas with the method of 
reimbursing for lodging, plus a flat fee for meals and mis- 
cellaneous expenses; (2) eliminating redundant, overly de- 
tailed supervisory reviews and unnecessary typing of vouch- 
ers; and (3) improving voucher auditing activities at pay- 
ment centers. The processing of vouchers is expensive and 
not offset by savings. The presently used high rate (actual 
cost) method of reimbursing travel provides payment of ac- 
tual expenses up to a predetermined ceiling. Because it re- 
quires detailed itemization, it costs nearly twice as much to 
process by this method as the lodgings-plus method. Travel 
voucher processing productivity is also low due to unneces- 
sarily detailed reviews by supervisors and unnecessary typ- 
ing. Productivity in audrhng vouchers at payment centers 
was impeded by an overconcern for accuracy and by poor 
processing practices. The General Services Administration 
has proposed to change lodgings-plus reimbursement for 
domestic travel to make it compatible with its proposed 
worldwrde reimbursement system. The method, as present- 
ly proposed, will be very difficult and expensive to adminis- 
ter. Agency payment center officrals contacted felt the pro- 
posed method would double the processing costs for 
lodgings-plus vouchers. 

Recommendations to Agencies: The heads of departments 
and agencies should examine each payment center to 
determine what actions can be taken to increase productivi- 

ty. 
Status: Recommendation no longer valrdiaction not intend- 
ed. 

The Administrator of the General Services Administration 
should include the following in the Federal Travel Regula- 
tions: a statement of the responsibilities of payment center 
examiners in audibng vouchers 
Status: Action in process. 

The Secretary of Defense should direct the Defense Per 
Diem Committee to adopt the two-tier, lodgings-plus 
method for reimbursing military travel and in conjunction 
with the General Services Administration propose legisla- 

tion to replace the high rate method with a two-tier, 
lodgings-plus method. 
Status: Action completed. 

The Administrator of the General Services Administration 
should direct that the proposal to add en route reimburse- 
ment to the lodgings-plus method be revised as we have 
suggested. 
Status: Recommendation no longer valid/action not intend- 
ed. 

The Administrator of the General Services Administration 
should include the following in the Federal Travel Regula- 
tions: a requirement for supervisory review of travel vouch- 
ers and an explanation of the purpose of such reviews, of 
which one level is sufficient. 
Status: Recommendation no longer valid/action not intend- 
ed. 

The Administrator of the General Services Administration 
should include the following in the Federal Travel Regula- 
tions: instructions that typing of vouchers is not required 
and should not be done when travelers prepare legible, 
handwritten vouchers. 
Status: Recommendation no longer valid/action not intend- 
ed. 

The heads of departments and agencies should establish 
productivity measures for travel voucher processing as part 
of their payment center productivity measures, which GAO 
recommended in a prior report. 
Status: Recommendation no longer valid/action not intend- 
ed. 

The Administrator of General Services should propose 
legislation to replace the high rate geographic area method 
with a two-tier, lodgings-plus method and increase the max- 
imum amount reimbursable for lodgings-plus to such a lev- 
el to allow for cost growth without getting congressional ap- 
proval for each new ceiling. 
Status: Action completed. 

Agency Comments/Action 

The Office of Management and Budget has included travel 
in its “Reform 88” initiative. The agencies have taken some 
action. For example, the Department of Commerce has 
consolidated its payment centers along with other support 
services into four regional centers. 

5 



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS AND AGENCIES 

Funding Gaps Jeopardize Federal Government Operations 
(PAD-81-31, 3-3-81) 

Budget Function: General Government (800.0) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974 (P.L. 93-344). Antideficiency Act (31 
USC. 665(a)). P.L. 96-86. P.L. 96-123. P.L. 96-369. U.S. Const. art. I, $9. H. Res. 470 (96th Cong.). H. Res. 446 (96th 

Gong.). H.R. 5720 (96th Cong.). H.R. 5995 (96th Cong.). H.R. 5955 (96th Cong.). H.R. 5704 (96th Cong.). H.R. 2289 (96th 
Gong.). S. 337 (96th Cong.). S. 1884 (96th Cong.). S. 2124 (96th Cong.). B-197841 (1980). 

Interruptions in Federal agency funding at the beginning of 
the fiscal year and operating on continuing resolutions have 
become the norm rather than the exception. During the 
normal deliberations process on appropriations for fiscal 
year 1981, it became clear that a funding gap might devel- 
op. In response to the President’s request for an opinion on 
the Antideficiency Act, the Attorney General ruled that the 
Act requires agencies to terminate all operations when their 
current appropriations expire. In addition, the Attorney Gen- 
eral stated that the Department of Justice would strictly en- 
force the criminal provisions of the Act in cases of future 
willful violations. 
Findings/Conclusions: Agencies were uncertain how to 
respond to the Attorney General’s opinion and what activi- 
ties they would be able to continue if appropriations expired. 
In addition, guidance from Justice and the Office of Man- 
agement and Budget was inconsistent, and neither provid- 
ed clear instructions for agencies to follow. There are many 
approaches to the problem of funding gaps: (1) Congress 
could enact permanent legislation authorizing agencies to 
incur obligations but not expend funds for continued opera- 
tions during periods of expired appropriations; (2) the An- 
tideficiency Act could be amended to allow agencies to in- 
cur obligations for continued operations when appropria- 
tions expire; (3) the rules of both Houses could be amended 
to require all appropriations acts to include language 
conferring authority to continue to incur but not liquidate 
obligations at the level authorized until superseded by 
another funding measure; (4) limitation and legislative rid- 
ers on appropriations bills and continuing resolutions could 

be forbidden or made to require a two-thirds vote for pas- 

sage; or (5) continuation of the pay of Federal civilian and 
military employees could be provided for in periods of ex- 
pired appropriations. 
Recommendations to Congress: Congress should consider 
shifting more programs to authorization and appropriations 
cycles of 2 or more years. 
Status: Action in process. 

Congress should consider establishing and adhering to a 
reserve for fall and spring adjustments for emergencies and 
uncontrollable cost growth. 
Status: No action initiated. Date action planned not known. 

Congress should enact permanent legislation to allow all 
agencies to incur obligations, but not expend funds, when 
appropriations expire (except where program authorization 
has expired or Congress has expressly stated that a pro- 
gram should be suspended during a funding hiatus pend- 
ing further legislative action). 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The House Rules Committee has initiated action on the 
issue to which the second and third recommendations are 
directed. The Committee has requested GAO to assess 
the effectiveness of various forms of permanent continu- 
ing resolutions to meet this problem and to explore the 
history of continuing resolutions and their implications. 
The use of permanent continuing resolutrons in States 
and foreign countries is to be researched as well as the 
impact of such a device on the balance of power at the 
Federal level. This work is currently underway. 
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AGENCY-WIDEMAlTERSAFFECTINCiAPPROPRIATIONS OFALLOR 
MOSTFEDERALDEPARTMENTSANDAGENCIES 

Federal Budget Concepts and Procedures Can Be Further Strengthened 
(PAD-8 l-36, 3-3-8 1) 

Budget Function: Impoundment Control Act of 1974 (990.2) 
Legislative Authority: Congressional Budget and Impoundment Control Act of 1974 (31 USC. 1400; 88 Stat. 297; 88 Stat. 
327). Antideficiency Act (31 U.S.C. 665).- 

Although the basic institutional and conceptual budget 
framework laid out in 1967 and 1974 is serving the Nation 
well, several recent developments have placed strains on 
the capacity of existing budget concepts and procedures to 
serve the budget information and control needs of 
Congress, the executive branch, and the public. Legislation 
has been enacted removing important Federal programs 
from the budget, resulting in incomplete budget coverage 
and totals that do not reflect the true level of Federal activi- 
ties. GAO believes that it is essential to recognize the extent 
of the erosion which has taken place and to begin taking 
action to overcome the resulting inadequacies in the proc- 
ess. In the opinion of GAO, the Government’s budgeting 
system must be improved to deal adequately with the seri- 
ous economic conditions facing the Nation in this decade. 
FlndingsXonclusions: Five basic kinds of changes are 
needed in the budget process: (1) to place most off-budget 
Federal activities back onto the budget, early legislative ac- 
tion is needed; (2) to better control short- and long-term 
budget levels, a wide range of management, financing, and 
legislative actions are needed; (3) to strengthen program 
and policy level accountability, steps are needed to improve 
the budget’s categories and related information; (4) to 
streamline the process in order to reduce paperwork and 
superficial reviews and increase the time for careful analy- 
ses and informed debate, changes are needed in schedul- 
ing and reporting requirements; and (5) to increase the reli- 
ability, consistency, and comparability of budget figures, ac- 
tion is required on several measurement concepts and 
practices. 
Recommendations to Congress: Congress should exercise 
leadership in bringing about certain other budget reforms 

concerning matters that have been studied extensively, but 
which require congressional leadership for bringing about 
the changes. 
Status: Action completed. 
Congress should act early on legislation to effect the budget 
reform changes identified in this report and in appendix I as 
the changes on which Congress should “take early legisla- 
tive action.” 
Status: Action in process. 
Congress shouid encourage furiher analyses on budget 
system problems that involve complex interrelationships 
and trade-offs, and that have not been extensivebj studied 
before. Congress should also take steps to establish a study 
group or commission comprised of high elected and ap- 
pointed officials, and other senior experts, to conduct such 
further research. 
Status: Action in process. 

Agency Comments/Action 

Budget reform issues have been prominent during the 97th 
and 98th Congresses and many points raised in this report 
have been addressed. The Comptroller General testified on 
budget reform before the Senate Budget Committee on 
September 21, 1982, and the House Rules Committee on 
September 29, 1982. The Chairman of the House Budget 
Process Task Force introduced H.R. 7240 in the 97th 
Congress which adopts some of the proposals. The 
House Rules Committee’s Task Force on the Budget 
Process held hearings on February 8, 1984, and heard 
testimony from the Assistant Comptroller General on the 
reforms proposed by the Task Force. 

7 



AGENCY-WIDE Mf-lTTERS AFFECTING APPROPLATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS AND AGENCIES 

Federal Pay-Setting Surveys Could Be Performed More Efficiently 
(FPCD-81-50, 6-23-87) 

Budget Function: General Government: Central Personnel Management (805.0) 
Legislative Authority: Pay Comparability Act of 1970 (Federal) (5 U.S.C. 5305). Prevailing Rate Systems Act of 1972. 

GAO, was requested to review certain aspects of Federal 
wage and salary surveys and to identify more efficient al- 
ternatives. 

Findings/Conclusions: The Federal Government spends a 
great deal of time and money surveying the non-Federal 
sector for wage and salary information. Some of this effort 
is repetitious and unnecessary. Of the many surveys 
done each year, GAO identified three that could be com- 
bined with other surveys, could be done less frequently, or 

could be replaced with other satisfactory information: (1) 
the Federal Wage System Appropriated Fund Survey; (2) 
the Federal Wage System Nonappropriated Fund Survey: 

and (3) the Bureau of Labor Statistics (BLS) Professional, 
Administrative, Technical, and Clerical Survey. Presently, 

the BLS annual survey to set Federal white collar pay 
costs $2.3 million a year and is used to determine the 
comparability of the current salaries of private sector jobs 
with the salaries of comparable Federal jobs. However, the 
survey is largely an unproductive effort since Presidents 
have seldom used its results. Thus, GAO believes that the 
BLS white collar survey can be done less often. 

Recommendations to Congress: Congress should direct 
the Office of Personnel Management, in coordination with 
the Department of Defense, to study the feasibility of hav- 
ing BLS do the nonappropriated fund surveys or linking 
or indexing nonappropriated fund wages to the Federal 
Wage System appropriated fund pay system. 

St&us: Recomendation no longer valid/action not intend- 
ed. The agency believes that the differences in the In- 

dustrial, occupational, and geographic coverage be- 
tween the nonappropriated fund survey and the Feder- 
a/ Wage System survey are too dissimilar to derive a 
valid linkage between the two pay systems. Also, thus 
method would result in increased costs to the Govern- 
ment for higher wage increases for nonappropriated 
fund employees. 

Congress should amend the Federal Pay Comparability 

Act of 1970 (5 USC. 5305) to eliminate the requirement 
to conduct the comparability survey each year and to pro- 

vide for interim-year pay adjustments by using the BLS 
Employment Cost Index. 
Status: Action in process. 

Congress should amend the Prevailing Rate Systems Act 
of 1972 making BLS responsible for conducting the 
blue-collar appropriated fund surveys as part of its area 
wage survey programs. 

Status: No action initiated. Date action planned not 
known. 

Agency Comments/Action 

In January 1984, the Office of Personnel Management an- 
nounced that it planned to award a contract for a techni- 
cal assessment of various approaches for setting white- 
collar pay, including the use of an index that measures 
changes in private sector pay. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATIONSOFALLOR 
MOSTFEDERALDEPARTMENTSANDAGENCIES 

Improving COBOL Application Can Recover Significant Computer Resources 
(AFMD-82-4, 4- 7-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). Paperwork Reduction Act of 1980 (P.L. 

96-511). OMB Circular A-71. RPS Pub. 21-l. 

GAO examined: (1) the management implications and eco- 
nomics of reducing the machine resources consumed by 
Common Business Oriented Language (COBOL) applica- 
tions in the Federal Government; and (2) the applicability of 
these findings to different brands of computers. 
Findings/Conclusions: Federal use of computers is exten- 
sive, with COBOL being the most widely used computer 
language. Significant benefits have been achieved at some 
Federal installations by modifying COBOL applications to 
reduce the machine resources consumed. Work can be 
done to reduce the machine costs of COBOL applications 
on any brand of computer using COBOL. Despite the po- 
tential for improvement, some installations have done little 
or nothing to examine the machine resource consumption 
of their COBOL applications. Officials indicated that many 
programmers are ignorant of techniques, receive little for- 
mal training, and have little concern for machine costs. 
Measurement and verification of benefits can be seen in 
terms of reduced machine resources and expressed in dol- 
lar equivalents. A systematic approach will help efforts to 
improve COBOL applications. Automated tools can be 
used to reduce the labor costs involved in reducing COBOL 
machine costs. Other considerations besides machine 
costs are important in software management and should 
not be sacrificed. Efforts to reduce machine resource con- 
sumption must offset labor and machine costs to be cost 
effective. Agencies with Government-wide data processing 
responsibilities should publish guides for reducing machine 
resources consumed by COBOL, and efforts are needed to 
raise concern with application costs and to raise program- 
mer efficiency. The potential benefits of reducing consump- 
tion by COBOL applications are large. 

Recommendations to Agencies: The Secretary of Com- 
merce should direct the National Bureau of Standards 
(NBS) to publish guidance on the effective and efficient use 
of COBOL for applications; guidance should include exam- 
ples taken from real-life applications. A possible starting 
point would be to use a table of contents similar to that of 
the already published “Using ANSI FORTRAN” and the 
GAO provisional checklist. The General Services Adminis- 
tration Office of Software Development and Federal Com- 
puter Performance Evaluation and Simulation Center could 
work with NBS in constructing such guidance. 
Status: Action in process. 

Heads of Federal agencies should require periodic review of 
the machine resource consumption of COBOL applications 
at their installations and, where feasible, require action to re- 
duce the consumption of expensive applications. 
Status: Action in process. 

Agency Comments/Action 

NBS has completed a study of the impact of the pro- 
posed revision of the COBOL standard. It plans several 
guidance documents with special attention to improving 
Federal COBOL usage. Informal discussion with NBS staff 
indicates that COBOL will be incorporated in planned 
guidance documents by using it as a language for 
demonstrating examples, rather than by publishing a 
separate COBOL-specific document as GAO recommend- 
ed. In December 1983, NBS issued Special Publication 
500-106, Guidance on Software Maintenance, which in- 
cludes guidance applicable to COBOL. 
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Federal information Systems Remain f#gh~y Vulnerable to Fraudulent, Wasteful, Abusive, and l/legal Practices 
(MASAD-82- 18, 4-2 l-82) 

Budget Function: Security of ADP Systems (990.6) 
Leglslatlve Authority: Papenvork Reduction Act of 1980. Automatic Data Processing Equipment Act (P.L. 89-306). P.L. 
87-847. OMB Circular Ai7 1. 

GAO was requested to evaluate the information security 
programs in the executive agencies. Specifically, GAO was 
asked to address: (1) whether the Office of Management 
and Budget (OMB) guidelines, if fully implemented by the 
executive agencies, provide an acceptable level of protec- 
tion over information systems; (2) whether the central agen- 
cies fulfill their Government-wide information security pro- 
gram responsibilities; (3) what the executive agencies are 
doing to implement Government-wide information security 
program policy and guidance; and (4) what the executive 
agencies must do to achieve a reasonable level of protec- 
tion over their automated information systems, particularly 
those using telecommunications networks. An examination 
was made of the vulnerability of automated information sys- 
tems in the executive agencies to abusive and unauthorized 
practices. 

FlndlngsGoncluslons: GAO found that: (1) O.MB Circular 
A-71 was not sufficiently comprehensive to provide needed 
policy and guidance to executive agencies for establishing 
reasonable levels of protection; (2) the central agencies 
have not fulfilled their automated information security pro- 
gram responsibilities; (3) executive agencies are doing little 
to implement information security program policy and 
guidance; (4) executive agencies have not developed and 
maintained a total system of controls to eliminate the frau- 
dulent, wasteful, abusive, and illegal practices to which their 
automated information systems have been and are being 
subjected. These conditions have precluded the establish- 
ment and maintenance of a reasonable level of protection 
over automated information systems used by executive 
agencies. GAO noted the following specific problems: (1) 
deficiencies in OMB Circular A-71 have left some executive 
agencies confused as to the nature and extent to which it 
should be implemented and its application to the automat- 
ed systems; (2) the ineffective information security pro- 
grams of the central agencies have been a primary contrib- 
uting factor to the continuing vulnerability of the automated 
information systems in the executive agencies; and (3) the 
increasing Federal investments in automated information 
systems have resulted in growing vulnerability to fraudulent, 
wasteful, abusive, and illegal practices because greater con- 
centrations of information are accessible from remote ter- 

minals. 

Recommendations to Agencies: The Director of OMB 
should monitor the effectiveness of and agencies’ compli- 
ance with Public Law 87-847, the Federal Telecommunica- 
tions Fund; and Public Law 89-306, often called the Brooks 
ACL 
Status: No action initiated. Date action planned not known. 
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The Administrator of General Services should completely 
cross reference OMB, National Bureau of Standards, and 
Office of Personnel Management information security poli- 

cies, principles, standards, and guidelines in the Federal 
Property Management Regulations to eliminate the confu- 
sion that presently exists with their use. 
Status: Action completed. 

The Director of OMB should, through a review of budget 
proposals, inform the President and Congress of the prog- 
ress made to develop and maintain a reasonable level of 
protection over personal, proprietary, and other sensitive in- 
formation in the executive agencies. 
Status: No action initiated. Date action planned not known. 

The Director of OMB should initiate and review proposals 
for changes in legislative regulations, and agency pro- 
cedures to improve automated data processing and 
telecommunications practices to ensure a reasonable level 
of protection over personal, proprietary, and other sensitive 
information as developed and maintained by the executive 
agencies. 
Status: No action initiated. Date action planned not known. 

The central agencies must work together more coopera- 
tively to coordinate policies, principles, standards, and 
guidelines for information protection to substantially reduce 
the vulnerabilities and risks presently associated with execu- 
tive agencies’ automated information systems. 
Status: Action In process. 

The heads of executive departments and agencies should 
establish internal review audit programs which will penodi- 
tally evaluate and report on the level of protection actually 
provided over automated information systems. 
Status: Action in process. 

The Director of OMB should provide advice and guidance 
on the acquisition and use of automated data processing 
and telecommunications equipment, and coordinate, 
through the review of budget proposals and other methods, 
agency proposals for acquisition and use of such equip- 
ment, Implementation of this responsibility combined with a 
review of agencies’ plans for establishing and maintaining a 
reasonable level of protection over their automated infor- 
mation systems will help ensure implementation of such 
plans. 
Status: No action initiated. Date action planned not known. 

The Director of OMB should revise OMB Circular A-71, 
Transmittal Memorandum 1, to: (1) identify the minlmum 
controls necessary for ensuring a reasonable level of pro- 
tection over personal, proprietary, and other sensitive infor- 
mation; (2) clarify the interrelationship between Transmittal 
Memorandum 1 and policy and guidance on safeguarding 



information classified for purposes of national security; (3) 
clarify when executive agencies must afford the same level 
of protection against unauthorized disclosure of personal, 
proprietary, and other sensitive information as they do to in- 
formation classified for purposes of national security; and 
(4) establish policy and specific guidance for achieving a 
reasonable level of protection over those systems, using 
telecommunication networks. 
Status: Action in process. 

The Director of OMB should require executive agencies to 
submit to OMB, for review and approval, new plans for es- 
tablishing and maintaining a reasonable level of protection 
over their automated information systems, in accordance 
with a revised Transmittal Memorandum 1. This includes 
establishing and maintaining an effetive internal evaluation 
of their automated information security programs. 
Status: No action initiated. Date action planned not known. 

The Director of OMB should develop procedures for ensur- 
ing executive agencies’ implementation of their automated 
information security program plans. Implementation of 
these plans should be integrated into the budget process so 
that major automated information systems are designed, 
developed, operated, and maintained with a reasonable lev- 
el of protection. Each system should have a restricted state- 
ment of the potential vulnerabilities, the specific security 
program to be used, and the expected level of risk when the 
security program is implemented; that is, what vulnerabili- 
ties will exist even with the implementation of the security 
program. 
Status: No action initiated. Date action planned not known. 

The Director of OMB should fully implement other OMB 
responsibilities as specified in the Paperwork Reduction Act 
of 1980 and as they relate to information security programs 
involving Federal automated data processing systems and 
telecommunication networks. 
Status: No action initiated. Date action planned not known. 

The heads of executive departments and agencies should 
identify, in accordance with a revised Transmittal Memoran- 
dum 1, the vulnerabilities and risks associated with their au- 
tomated information systems and develop a new plan for 
establishing a reasonable level of protection over those sys- 
tems. 
Status: Action in process. 

The heads of executive departments and agencies should 
identify a time schedule and resource requirements for im- 
plementing the plan. 
Status: Action in process. 

The heads of executive departments and agencies should 
include, with their next budget request, a report describing 
the actions taken to implement the plan and to implement 
recommendations made by the agency internal review 
group. 
Status: No action initiated. Date action planned not known. 

The Directors of OMB, the Office of Personnel Manage- 
ment, and the National Bureau of Standards should colla- 
borate with the Administrator of General Services to cross 

reference completely their information security standards 
and guidelines in the Federal Property Management Regu- 
lations. 
Status: Action completed. 

Agency Comments/Action 

Eighteen agencies have responded and many generally 
agree with the recommendations. However, the General 
Services Administration and the Departments of Agriculture 
and Defense disagree with revising Transmittal Memoran- 
dum 1. GAO provided testimony based, in part, on this re- 
port for hearings on computer and telecommunications 
security held by the House Science and Technology Com- 
mittee on October 17, 1983, and the Senate Governmental 
Affairs Committee on October 26, 1983. 



AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS AND AGENCIES 

The Oil48 Efforts To Develop and Augment the Federal Information Locator System Have Not Met Congressional 
Expectations 
(GGD-82-76, 6-l 7-82) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). 44 U.S.C. 3507(a)(l)(A). 5 U.S.C. 3109.44 U.S.C. 
35. 

Pursuant to a congressional request, GAO examined the 
Office of Management and Budget’s (OMB) efforts to devel- 
op the Federal Information Locator System (FILS). 
Findings/Conclusions: OMB did not develop and have the 
FILS operational by the April 1, 1982, deadline. The factors 
contributing to the deadline’s not being met included: (1) 
Congress not appropriating the funds needed to develop 
and operate the FILS in fiscal year (FY) 1982, and (2) an 
unexpected delay in filling the FILS project manager posi- 
tion. OMB has not allocated funds for the FILS in FY 1982 
and has not requested funds for the FILS in its FY 1983 
budget request. It is considering requesting that the Depart- 
ment of Defense (DOD) provide the funding needed to de- 
velop the FILS in FY 1983. GAO knows of no authority 
which would permit OMB to use DOD funds for this pur- 
pose. Despite this, OMB believes that it will have the FILS 
operational by October 1983. GAO believes that OMB did 
not provide adequate guidance and direction to its task 
force which was to develop specifications and functional re- 
quirements for the FILS. Because only an FILS manager 
has been appointed for FILS work, GAO believes it unlikely 
that OMB will be able to provide the necessary guidance to 
ensure the success of a new, larger task force being con- 

sidered. Since the FILS is the basic building block upon 
which other provisions of the Paperwork Reduction Act of 
1980 depend, the OMB failure to complete the FILS on 
time is delaying successful implementation of the Act. GAO 
believes that OMB could have made more resources availa- 
ble for FILS development and that it could have taken a 
more aggressive leadership role in developing functional re- 
quirements for the system and in resolving the policy issues 
affecting FILS development. 
Recommendations to Congress: Congress should amend 
the OMB appropriation to provide specific funding for the 
Office of Information and Regulatory Affairs paperwork 
reduction and related information management activities. 
Status: Action in process. 

Agency Comments/Action 

OMB has begun testing a FILS prototype. A number of 
agencies are participating in the test and have begun load- 
ing data to be used in prototype testing. OMB began testing 
the RLS prototype in April 1983 and expects to have a fully 
operational FILS soon. 
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AGENCY-WIDE MATTERS AFFECTING APPROPRIATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS AND AGENCIES 

Congress Should Consider Revising Basic Corporate Control Laws 
(PAD-83-3, 4-6-83) 

Budget Function: Multiple Functions (999.0) 
Legislative Authority: Government Corporation Control Act (P.L. 97-258; 31 USC. 9101 et seq.). Budget and Accounting 
Act (31 U.S.C. 1101 et seq). P.L. 89-174. P.L. 97-35. H.R. 58 (97th Cong.). H.R. 2 (97th Cong.). 5 USC. 103. 

GAO reviewed the basic corporate control laws in the con- 
text of the accountability of Government corporations and 
identified deficiencies in the application of these controls. 
Findings/Conclusions: Because many corporations have 
been established outside the purview of these laws, they no 
longer provided the effective controls that Congress intend- 
ed. In examining the accountability controls that are speci- 
fied in 31 U.S.C. 9101-9109 and in the individual corpora- 
tions’ enabling legislation, GAO found that current controls, 
including financial audit, budget reporting and review, and 
Treasury financial control, are not uniformly applied. Other 
controls such as program audit and oversight and on-budg- 
et reporting are not addressed. These provisions of law dis- 
tinguish between wholly owned and mixed-ownership cor- 
porations which provide a mechanism for applying ac- 
countability controls. The mechanism is conceptually 
sound; however, there are some deficiencies in its applica- 
tion. The laws do not define Government corporations aside 
from the wholly owned and mixed-ownership corporations. 
Additionally, the law does not provide a classification or 
controls for these corporations. These deficiencies create 
confusion and weaken accountability. GAO believes that, 
while a broad range of Federal accountability controls is 
needed for these corporations, standard definition and clas- 
sification criteria are essential if the controls are to be 
developed appropriately and applied consistently and effec- 
tively. 
Recommendations to Congress: Congress should consider 
revising title 31, section 9105 of the U.S. Code to cover 
predominately private corporations when Federal financ- 
ing has been used. 
Status: No action initiated. Affected parties intend to act. 
Congress should consider amending title 31, section 9101 
of the U.S. Code to include a definition that describes Gov- 
ernment corporations and a list of their common powers or 
attributes. 
Status: No action initiated. Affected parties intend to act. 

Congress should consider establishing uniform accounta- 
bility standards for Government corporations. including a 
definition, classification criteria, and general accountability 
standards for all Government corporations. This could be 
done by revising the basic corporate controls, 31 U.S.C. 
9101-9109. 
Status: No action initiated. Affected parties intend to act. 

Congress should consider granting authority for annual au- 
dits or GAO review of annual CPA audits to ensure con- 
sistency with standards. 
Status: No action initiated. Affected pat-ties intend to act. 

Congress should consider expanding 31 U.S.C. 9105 or 
adding a new provision of law to provide for periodic pro- 
gram review of these congressionally authorized programs. 
The revision could also require submission of annual re- 
ports to Congress for all corporations. 

Status: No action initiated. Affected parties intend to act. 
Congress should consider the need for on-budget reporting 
of financial transactions for all corporations receiving Fed- 
eral capital, appropriations, or borrowing. Sections 9103 
and 9104 of 31 U.S.C. could be revised to provide for con- 
gressional review of the budgets of mixed Federal/private 
and predominately private corporations receiving Federal fi- 
nancing in addition to those of predominately Federal cor- 
porations. 
Status: No action initiated. Affected parties intend to act. 

Congress should consider the applicability of sections 9107 
and 9108 of 31 U.S.C. to all Government corporations. 
Currently, Treasury Department approval of accounts and 
security obligations only applies to 24 of the 47 Govern- 
ment corporations listed in the GAO inventory. 
Status: No action initiated. Affected parties intend to act. 
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AGENCY-WIDE MA-ITERS AFFECTING APPROPRIATIONS OF ALL OR 
MOST FEDERAL DEPARTMENTS A.ND AGENCIES 

Federal Agencies Could Save Time and Money With Better Computer Software Alternatives 
(AFMD-83-29, 5-20-83) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). Paperwork Reduction Act of 1980 (P.L. 
96-511). OMB Circular A-71. OMB Circular A-121. 

GAO undertook a review to identify: (1) problems Federal 
agencies have in satisfying their application software needs; 
(2) options available to agencies in acquiring application 
softwqre; (3) whether agencies are taking advantage of the 
most beneficial options; and (4) recommendations to help 
satisfy Federal software needs faster and more economical- 

b. 
Flndings/Concluslons: GAO found a number of methods 
that can reduce the costs and delays associated with cus- 
tom development of new software. Currently, application 
software needs can be satisfied by: (1) making new software 
through software development; (2) using generators or 
problem-oriented packages; (3) using vendor software 
packages; (4) sharing existing software; and (5) modifying 
and enhancing existing software. GAO found that no overall 
process exists to ensure that Federal agencies consider al- 
ternative methods of satisfying software needs. In the data 
processing installations which GAO visited, over 98 percent 
of the software inventories had been custom developed, 
which is a long and costly process. Only about 1 percent of 
their applications software was acquired off the shelf. Many 
Federal and private computer installations have common 
tasks, and existing software developed elsewhere is availa- 
ble. Despite the general lag in Federal use of packaged soft- 
ware and other alternatives, GAO has found that a few Fed- 
eral agencies have initiated cost effective solutions to their 
software needs. 
Recommendations to Agencies: The OMB Director should 
direct agencies that develop applications and agencies that 
operate software sharing activities to make their software, 
documentation, and directories available to the Federal 
Software Exchange Center operated by the GSA Office of 
Software Development. In addition, he should anaiyze the 
possibility of combining some of the other agencies’ soft- 
ware sharing efforts with the Exchange Center’s efforts to 
reduce duplication. 
Status: Action completed. 

The Administrator of General Services should direct that the 
schedule contracts branch of the GSA Office of Information 
Resources Management require vendors to complete a 
standard software summary on each software product for 

which they negotiate a contract and forward the summaries 
to the Federal Software Exchange Center for inclusion in 
the catalog section that deals with vendor software. 
Status: Action completed. 

The Administrator of General Services should direct that the 
Office of Software Development demonstrate the concept 
of Federal use of vendor-developed proprietary application 
software by selecting from one to three vendor-developed 
application packages and modifying them for general use 
by Federal agencies as pilot projects. 
Status: Recommendation no longer valid/action not intend- 
ed. GSA does not intend to act on this recommendation; 
it believes that it is not practicable. 
The Administrator of General Services should direct that the 
Federal Software Exchange Center demonstrate the con- 
cept of deliberate reuse of federally owned application soft- 
ware by acquiring, enhancing, and advertising for general 
use at least one commonly used large-scale application, 
such ^s a Federal personnel system, as a pilot project. 
Status: Recommendation no longer valid/action not intend- 
ed. GSA does not intend to act because it believes that 
the concept has already been demonstrated. 
The heads of Federal agencies should install formal soft- 
ware selection procedures on how to identify, evaluate, and 
select ways of meeting software needs, including vendor 
packages and shared software as well as custom develop- 
ment, and require that the selection process be document- 
ed. 
Status: Action in process. 

Agency Comments/Action 

OMB has issued Bulletin 83-18, Administrative Systems, 
calling for consideration of sharing software instead of du- 
plicate development to avoid unnecessary expenditures. 
GSA disagreed with the recommendation to modify and 
maintain selected proprietary packages and said that re- 
quiring vendors to submit a software summary would add 
to paperwork. GSA started a newsletter to inform agencies 
about software in May 1983. 
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AGENCY-WIDEMATTERSAFFECTINGAPPROPRIATlIONS OFALLOR 
MOSTFEDERALDEPARTMENTSANDAGENCIES 

Contracting for Computer Teleprocessing Services Can Be improved 
(AFMD-83-60, 6-20-83) 

Budget Function: National Defense: Department of Defense - Procurement and Contracts (051.2) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). F.P.R. l-3.8. F.P.R. l-4.1 103-l. F.P.R. 
1-4.1203(f). F.P.R. I-4.12C6. F.P.R. l-4.1206.6. P.L. 96-83. OMb Circular A- 121. GSA Teleprocessing Services Program 
Handbook. B-204225 (1982). 

In response to a congressional request, GAO reviewed 28 of 
the larger Government teleprocessing services contracts 
representing a broad range of agencies, vendors, and con- 
tract types to determine whether there is a Government- 
wide cost-overrun problem and, if so, what actions could be 
taken to remedy the situation. 
Findings/Conclusions: GAO found that cost overruns are a 
common occurrence in its sample of contracts. Cost over- 
runs were not measurable in the eight sole-source contracts 
in the sample; however, sole-source contracts are generally 
not as cost effective as competitive contracts, and replacing 
them with competitive awards could reduce costs. Agencies 
underestimate costs for teleprocessing services because of 
unrepresentative benchmark tests and unbalanced pricing. 
The combination of an inaccurate workload estimate and 
unbalanced pricing results in the highest cost overruns. In 
1982, the General Services Administration (GSA) incor- 
porated pricing clauses as part of its standard contract pro- 
visions to ensure that costs do not increase dispropor- 
tionately. However, agencies need assistance from GSA in 
interpreting vendor cost proposals. In over half of the con- 
tracts which GAO reviewed, management had not con- 
trolled cost by establishing procedures to account for and 
allocate all costs of data processing to the end users ac- 
cording to the service received. Management also tended to 
renew contracts through the system life and beyond, even 
when costs were significantly higher than original evalua- 
tions. GAO also found that, if all users paid a small percent- 
age of their monthly invoices into the Automatic Data Proc- 
essing Revolving Fund, GSA could provide more service in 
that procurement area. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should assist agency management in reduc- 
ing teleprocessing services costs by changing FPR 
1-4.1203(f) to read: “Increased requirements beyond 25 

percent of those specified in the base year or each option 
year individually in the contract shall be deemed require- 
ments outside the scope of this paragraph and shall require 
a new APR submission.” 
Status: Action completed. 

Heads of Federal agencies should improve benchmark 
tests by maintaining monthly usage statistics for ongoing 
contracts to build a foundation for accurate workload esti- 
mates. 
Status: Action in process. 

Heads of Federal agencies should seek consultation with 
GSA during cost evaluation to avoid unbalanced pricing. 
Status: Action in process. 

Heads of Federal agencies should seek to replace sole- 
source contracts through competitive procurement in all 
possible cases. 
Status: No action initiated. Date action planned not known. 

Heads of Federal agencies should take appropriate and 
timely action when cost overruns occur and evaluate cost 
versus marketplace at kach option point to comply with 
FPR l-4.1206. 
Status: No action initiated. Date action planned not known. 

Heads of Federal agencies should adopt cost accounting 
and chargeback according to Office of Management and 
Budget Circular A-121 to ensure that costs for service are 
passed back to users. 
Status: Action in process. 

Agency Comments/Action 

GSA responded to this report with a letter to the Comp- 
troller General dated September 29, 1983. GSA is taking 
action with respect to three of the report’s recommenda- 
tions. One action, amendment 5 to the Teleprocessing 
Services Program, is intended to improve the economy 
and efficiency of teleprocessing services acquisition. 
Another action, Temporary Regulation 1-4.1209(E), 
scheduled for issuance in April 1984, addresses manage- 
ment control of costs for service. The regulation incor- 
porates many of the GAO recommendations in that area, 
such as allocation of costs to end users and reporting of 
costs over 25 percent of contract estimates to the requir- 
ing and senior officials. 
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EN-I-S AND AGENCIES 

ADMIWISTWATIVE OFFiCE OF THE UHITED STATES COURTS 
DEPARTMENT OF JUSTlCE 
United States Parole Commission 
JUDICIAL COBUIFEREMCE OF THE UMTED STATES 

Federal PamI@ Prectices: Better Management and begislative Changes Are Needed 
(GGD-82-7, 7-76-62) 

Budget Functbn: Administration of Justice: Federal Correctional Activities (753.0) 
Leglslatiwe Authority: Parole Commission and Reorganization Act (P.L. 94-233; 18 USC. 4201 et seq.). Narcotic Addict 
Rehabilitation Act of 1966 . Youth Correction Act. Federal Magistrates Act (18 USC. 3401 et seq.). Organized Crime Con- 
trolActof 1970.28C.F.R.2.12(b). 28C.F.R.2.14(a)(2).28C.F.R. 2.28.28C.F.R.2.34.28C.F.R.2.60.28C.F.R.2.19. H.R. 
6915 (97th Cong.j. Fed. R. Crim. P. 1 l(c). Fed. R. Crim. P. 32(c)(3). Fed. R. Crim. P. 32(c)(3)(d). D.C. Code $24-209. D.C. 
Code $24-203. DC Code 824-207. 21 U.S.C. 848. 21 U.S.C. 848(c). 18 U.S.C. 3655. 46 Stat 272. 

GAO reviewed the operations of the U.S. Parole Commis- 
sion, an independent agency with parole jurisdiction over all 
eligible Federal prisoners and paroled offenders. 
FlndlngeiConclustons: Although some progress has been 
made in the parole decisionmaking process since 1976 
when legislation establishing the Parole Commission was 
passed, major improvements are still needed. GAO found 
that the guidelines used by hearing examiners are not clear 
enough and that the Commission has no program for train- 
ing the examiners in their use. The lack of clarity in the 
guidelines was a factor in numerous inaccurate parole deci- 
sions. GAO believes that, although the Commission can 
take some action on its own to improve its operations, other 
improvements require legislative action. For example, there 
is a need to eliminate several legislative requirements for 
certain activities that are not productive, such as the region- 
al appeals process and interim hearings on the parole sta- 
tus of offenders. In formulating parole decisions, the Com- 
mission is very dependent upon information provided by 
others, including U.S. attorneys, judges, probation officers, 
and prison staff. The completeness and accuracy of this in- 
formation is critical if the Commission is to make equitable 
parole decisions; however, the Commission often does not 
get sufficient information to properiy apply its parole release 
guidelines. GAO found that major changes need to be 
made to the procedures followed in supervising paroled of- 
fenders. 
lleeommendatlons to Agencies: The Chairman of the U.S. 
Parole Commission should clarify parole decisionmaking 
guidelines so that varying interpretations among hearing 
examiners will be minimized. 
Status: Action completed. 
The Chairman of the U.S. Parole Commission should estab- 
lish a system to ensure that parole decisions are made 
within the time frames required by the Parole Commission 
and Reorganization Act of 1976. 
Status: Action completed. 

The Chairman of the U.S. Parole Commission should work 
with the Bureau of Prisons to develop criteria for determin- 
ing what constitutes superior program achievement by of- 
fenders and the conditions necessary for advancing parole 
dates. 
Status: Action completed. 
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The Chairman of the U.S. Parole Commission should devel- 
op an effective quality control system in the regions and at 
headquarters. The system should provide for review of case 
file material to ensure that pertinent information is con- 
sidered and that panel recommendations are made in ac- 
cordance with Parole Commission procedures. 
Status: Action in process. 
The Attorney General should require the U.S. attorneys to 
provide the Parole Commission with Form 792’s. 
Status: Action completed. 
The Chairman of the U.S. Parole Commission should pro- 
pose legislative changes that will facilitate the formulation of 
national parole policy. 
Status: Action in process. 
The Chairman of the U.S. Parole Commission should seek 
the assistance of the Attorney General, the Director of the 
Administrative Office of the United States Courts, and the 
Judicial Conference to improve the flow of information be- 
tween the Parole Commission and prosecutors, probation 
officers, judges and correctional staff. 
Status: Action completed. 
The Chairman of the U.S. Parole Commission should 
reevaluate the propriety of using juvenile records to calcu- 
late salient factor scores since these records are not availa- 
ble in many places across the country. 
Status: Recommendation no longer valid/action not intend- 
ed. The Parole Commission believes, in error, that ignor- 
ing a// juvenile records will only create disparity among 
defenders given the variety of State laws which exist re- 
garding juvenile age and circumstances of waiver to a- 
dult courts. 
The Chairman of the U.S. Parole Commission should seek 
legislation to: (1) clarify the role of the National Appeals 
Board so that there will be an understanding among all the 
commissioners as to how it will carry out its responsibility; 
(2) eliminate the requirements for the regional appeals 
process, statutory interim hearings every 18 or 24 months, 
and parole consideration and parole supervision for youth- 
ful offenders sentenced under the Magistrates Act; and (3) 
terminate the Commission’s involvement in study and ob- 
servation cases committed under the Federal Youth 
Corrections Act 
Status: Action in process. 



The Chairman of the U.S. Parole Commission should seek 
legislation to relieve the Parole Commission of the responsi- 
bility for making parole decisions on District of Columbia 
Code violators incarcerated in Federal institutions. 
Status: Action in process. 
The Chairman of the U.S. Parole Commission should work 
with the Judicial Conference in developing proposed 
amendments to Rules 11 (c) and 32(c)(3) to: (1) ensure that 
defendents are made aware of the information that will be 
considered by the Parole Commission; and (2) improve dis- 
closure of the presentence reports to offenders prior to sen- 
tencing so that offenders will have adequate opportunity to 
correct any inaccuracies contained in them. 
Status: Action completed. 
The Attorney General should resolve the U.S. Parole Com- 
mission’s longstanding problem of obtaining adequate 
presentence and postsentence reports from judicial districts 
which refuse to provide them. 
Status: Action in process. 
The Judicial Conference should resolve the U.S. Parole 
Commission’s longstanding problem of obtaining adequate 
presentence and postsentence reports from judicial districts 
which refuse to provide them. 
Status: Action in process. 
The Attorney General should require the Director of the Ex- 
ecutive Office of the U.S. Attorneys to work with the U.S. 
Parole Commission in developing a system for routinely 
advising U.S. Attorneys of parole decisions. 
Status: Action completed. 
The Director of the Administrative Office of the United 
States Courts should require the Chief of the Probation Divi- 
sion to: (1) stress the importance of providing presentence 
reports which contain the information necessary for parole 
decisionmaking; and (2) establish procedures for routine 
quality control reviews of presentence reports. 
Status: Action completed. 
The Judicial Conference should develop proposed amend- 
ments to the Federal Rules of Criminal Procedure to: (1) 
make defendents aware of the information that will be con- 
sidered by the U.S. Parole Commission when making 
parole decisions; and (2) provide for mandatory disclosure 
of presentence reports to offenders. 
Status: Action completed. 

The Attorney General should require the Director of the 
Bureau of Prisons and the Commissioner of the Immigra- 
tion and Naturalization Service to develop procedures 
which, to the extent possible, will result in scheduling depor- 
tation proceedings before aliens are released from prison. 
Status: Action completed. 

The Attorney General should require the Director of the 
Marshals Service and the Assistant Director of the Criminal 
Division to work with the Chairman of the U.S. Parole Com- 
mission and the Chief of the Probation Division in develop- 
ing procedures for parole supervision of offenders released 
to the Witness Security Program. 
Slam: Action completed. 

The Attorney General should require the Director of the 
Bureau of Prisons and the Commissioner of the Immigra- 

tion and Naturalization Service to work with the Chairman of 
the U.S. Parole Commission and the Chief of the Probation 
Division to develop a system for reporting the status of alien 
parolees released to the community pending deportation 
proceedings so that these individuals can be supervised. 
Status: Action completed. 
The Attorney General should require the Director of the 
Bureau of Prisons to: (1) provide releasable study and ob- 
servation reports and psychological evaluations to the U.S. 
Parole Commission for use in formulating parole decisions; 
(2) reach agreement with the Parole Commission on the 
types of offender misconduct which should automatically 
be referred to the Institution Discipline Committee; and (3) 
monitor the success of efforts to improve the identification 
of offenders who have been convicted under 21 U.S.C. 848 
and not eligible for parole consideration. 
Status: Action completed. 
The Chairman of the U.S. Parole Commission should im- 
prove the quality of case analysis by hearing examiners by: 
(1) allotting sufficient time to properly analyze the material 
in offenders’ files well in advance of parole hearings; (2) re- 
quiring that both examiners assigned to a hearing fully 
analyze the information in offenders’ files and participate in 
the hearing; (3) refining the pre-hearing process being im- 
plemented in the regions; and (4) changing the Commis- 
sion’s procedures and seeking amendments to 18 U.S.C. 
4208 so that sufficient time will be available for hearing ex- 
aminers to obtain missing infonnation or obtain clarifica- 
tion of information prior to parole hearing. 
Status: Action completed. 

The Chairman of the U.S. Parole Commission should: (1) 
seek the assistance of the Attorney General and the Judicial 
Conference in obtaining presentence and postsentence re- 
ports from those judicial districts that are refusing to pro- 
vide them; (2) reach agreement with the Director of the 
Bureau of Prisons on the types of offender misconduct 
which should automatically be referred to the Institution 
Discipline Committee so that the Commission can uniform- 
ly consider misconduct when making parole decisions; (3) 
obtain judgment and commitment orders, indictments, and 
records of sentencing hearings for use in formulating 
parole decisions; (4) develop a strategy to improve parole 
decisionmaking for co-defendents; (5) work with the Direc- 
tor of the Bureau of Prisons to monitor the success of ac- 
tions being taken to identify offenders not eligible for parole 
consideration; and (6) implement a system to make 
prosecutors aware of parole decisions. 
Status: Action in process. 

The Director, Administrative Office of the United States 
Courts, should require the Chief of the Probation Division to 
work with the Chairman of the U.S. Parole Commission to: 
(1) develop clear definitions of requirements for special 
conditions of parole and specific criteria for determining 
what constitutes a violation of a special condition; (2) estab- 
lish specific time frames for reporting parole violations and 
develop specific guidelines for probation officers to use in 
requesting warrants for the arrest of parole violators; (3) 
clarify procedures to be followed to terminate parole super- 
vision and establish a system to ensure that annual reviews 



for establishing the continued need for supervision are 
made; (4) resolve the controversy over whether probation 
officers need search and seizure authority to supervise 
parolees; and (5) finalize a procedure for furnishing salient 
factor scores to probation officers. 
Status: Action in process. 

The Chairman of the U.S. Parole Commission should en- 
sure that superior program achievement determination de- 
cisions are documented and work with the Bureau to 
resolve the question of whether two reward systems are 
necessary. 
SOaPus: Action completed. 

Agency Comments/Action 

The Parole Commission, the Department of Justice, and 
the Judicial Branch concurred with most of the recom- 
mendations and have identified corrective action that has 
been taken, is in process, or is planned. The recommen- 
dations which are categorized as “action in process” have 
not yet been implemented because of the nature of the 
recommendations. These recommendations require either 
the establishment of legislation and procedures or the re- 
vision of existing procedures which take time to develop 
and test. 
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VARIOUSDEPARTMENTSANDAGENCIES 

ADVISORY COUNCIL ON HISTORIC PRESERVATION 
DEPARTMENT OF AGRICULTURE 
DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
DEPARTMENT OF THE INTERIOR 

Are Agencies Doing Enough or Too Much for Archeological Preservation? Guidance Neecfeed 
(CEO-81-61, 4-22-81) 

Budget Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legislative Authority: Environmental Policy Act of 1969 (National) (P.L. 91-l 90). Historic Preservation Act (P.L. 
89-665). Historic Sites Act (P.L. 74-292). Archaeological Resources Protection Act of 1979 (P.L. 96-95). National His- 
toric Preservation Act Amendments of 1980 (P.L. 96-515). Antiquities Act (P.L. 59-209). Executive Order 11593. P.L. 
86-523. P.L. 93-291. Dep’t of Interior Order 3060. 

Congress has passed the National Historic Preservation 

Act Amendments to provide additional guidance and clari- 
fication to the National Preservation Program. The amend- 
ments give the Secretary of the Interior the authority to 
waive the l-percent limitation on the use of project funds 
to defray the costs of data recovery, increase the role of 
State historic preservation programs, and clarify Federal 
agency responsibilities. GAO reviewed the programs of 
eight agencies whose activities had potential major im- 
pacts on archeological sites, the operations of five State 
historic preservation offices, and the program manage- 
ment of the Heritage Conservation and Recreation Service 
and the Advisory Council on Historic Preservation. 

Findings/Conclusions: The National Archeology Program, 
which costs about $100 million a year, is not working well. 
The Department of the Interior must provide better leader- 
ship and direction to Federal agencies and States. Without 
better guidance, some Federal agencies could spend bil- 
lions of dollars over the next 10 to 30 years for archeologi- 
cal surveys, many of which may not be necessary, while 
other agencies may not do enough to identify and protect 
archeological sites. Interior has not established good cri- 
teria for agencies to use in determining whether identified 
sites are important to the national heritage nor has it provid- 
ed guidance on the extent to which archeological resources 
must be recovered, recorded, or preserved to comply with 
Federal laws and regulations. This has resulted in project 
delays, increased costs, and general confusion over what is 
required to identify sites, determine their significance, and 
protect their resources. Federal departments and agencies 
interpret their responsibility for identifying archeological re- 
sources differently. Federal agencies rarely coordinate ar- 
cheological overview studies which could avoid duplication 
and save money. State historic preservation offices could 
help Federal agencies determine which properties have 
State and local significance and are eligible for listing on the 
National Register. While some agencies limit archeological 
excavation to project areas, others require Federal permit- 
tees and grantees to excavate sites well outside those areas. 
Lack of information on program costs and accomplish- 
ments hampers the program. 

Recommendations to Agencies: The Secretary of the Inte- 
rior should seek an amendment to the Archeological and 

Historic Preservation Act clarifying Interior’s rulemaking 
authority. 
Status: No action initiated. Date action planned not 
kIl0Wl-l. 

The Advisory Council on Historic Preservation should re- 
quire Federal agencies, on large and controversial archeo- 
logical projects, to establish peer review panels to help a- 
gencies determine how much archeological excavation is 
necessary and to monitor contractor progress and per- 
formance. 
Status: Action completed. 

The Secretary of the Interior should promulgate regula- 
tions on Federal data recovery efforts and reporting sys- 
tems including improved dissemination of archeological 
reports to the National Technical Information Service so 
that information can be made available to the archeologi- 
cal profession and Federal, State, and local officials in a 
decisionmaking capacity. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of the Interior should promulgate regula- 
tions on Federal data recovery efforts and reporting sys- 
tems including the development of agency reporting sys- 
tems for providing information to Interior and agency 
management on program costs and accompjishments so 
that program effectiveness can be monitored and report- 
ed to Congress. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of the Interior should allocate a portion of 
Historic Preservation Fund grants for State preservation 
plan development and make available to States 70 per- 
cent Federal against 30 percent State matching grants to 
use in developing statewide plans based on criteria estab- 
lished by the Secretary in consultation with the various 
States. 
Status: Action completed. 

The Advisory Council on Historic Preservation should re- 
quire Federal agencies to define specific significant re- 
search questions to be addressed in data recovery, in or- 
der to justify archeological excavation costs. 
Status: Action in process. 

The Secretaries of HUD, Interior, and the Advisory Council 
on Historic Preservation should, either together or separate- 
ly, seek the opinion of the Attorney General concerning the 



extent to which HUD is required to make archeological sur- 
veys to determine whether archeological resources will be 

affected by federally assisted housing projects. 
Status: Action In process. 

The Secretary of the interior should promulgate regula- 
tions on Federal data recovery and reporting systems in- 
cluding who should pay for archeological work so that un- 
necessary project delays and increased costs can be 
prevented. 
Status: No action initiated. Date action planned not 
known. 

The Secretary of the Interior should promulgate regula- 
tions on Federal data recovery efforts and reporting sys- 
tems including the specific circumstances and that extent 
to which agencies are required to excavate sites outside a 
prdject’s direct impact area. 
Status: No action initiated. Date action planned not 
known. 

The Secretary of the Interior should make State historic 
preservation offices the focal point for determining wheth- 

er archeological resources are significant enough to list 
on the National Register of Historic Places. 

Status: Action in process. 

The Advisory Council on Historic Preservation should re- 
quire Federal agencies to relate data recovery to priorities 
defined in State historic preservation plans, where ap- 
proved plans exist. 
Status: Action in process. 

The Secretary of the Interior should issue guidelines for 
the appropriate and consistent development of State ar- 
cheological data management capabilities, State archeo- 

logical surveys, and determination of State and local site 
significance. 
Status: Action in process. 

The Secretary of Agriculture should direct the Forest 
Service to improve its program for identifying archeologi- 
cal resources by making sufficiently comprehensive sur- 
veys to preclude the need to resurvey the same lands for 
future projects. 
Status: Action in process. 

The Secretary of Agriculture should direct the Forest 
Service to improve its program for identifying archeologi- 
cal resources by monitoring projects to verify that signifi- 
cant archeological sites are protected. 
Status: Action in process. 

The Secretary of the Interior should propose to OMB revi- 
sions to Executive Order 11593 to state that Federal a- 
gencies are required to conduct archeological surveys on 
Federal lands only (1) when a land-disturbing activity is 
planned; (2) when the operation of existing projects may 
threaten resources; or (3) on a sampling basis as part of 
overview studies for general planning purposes. 
Status: Action in process. 

The Secretary of Agriculture should require the Forest 
Service to improve its program for identifying archeologi- 
cal resources by performing archeological surveys on 

Forest Service lands before timber harvests or other 
land-altering projects. 
Status: Action in process. 

The Secretary of the Interior should finalize regulations 
setting forth detailed procedures explaining how Federal 
agencies are to conduct surveys and investigations to lo- 
cate and identify archeological properties. 
Status: Action in process. 

The Secretary of the Interior should require States to sub- 
mit adequate plans as a condition of receiving Historic 
Preservation funds. 
Status: Action completed. 

The Secretary of the Interior should establish formal coor- 
dination procedures among Federal and State agencies 
performing archeological overviews. 
Status: No action initiated. Date action planned not 
kll0Wl-l. 

Agency Comments/Action 
Interior has taken or is in the process of taking action on 
the 13 recommendations. The Advisory Council on Histor- 

ic Preservation has taken action on one of the four 
recommendations made, and Agriculture has taken action 
on one of the three recommendations with which it is 
concerned. HUD has not taken action on the recommen- 
dation directed to it because it believes that the Office of 
Management and Budget’s (OMB) request to the Justice 
Department for an opinion on the Advisory Council’s stat- 
utory authority supercedes the recommendation. HUD of- 
ficials believe that the llnkage between the Council’s 106 
procedures and any recovery which might be required of 
archeological resources is so close that there IS no point 
in proceeding until the larger legal question is answered 
and OMB makes a determination about allowing publica- 
tion of the Council’s revised regulations. Actions on five 
recommendations (three to the Advisory Council and two 
to Agriculture) have been superceded because of the dis- 
pute over the Advisory Council‘s statutory authority. 
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VARIOUSDEPARTMENTSANDAGENCiES 

COMMITTEE FOR PURCHASE FROM THE BLIND AND OTHER SEVERELY HANDICAPPED 
DEPARTMENT OF LABOR 

Stronger Federal Efforts Needed for Providing Employment Opportunities and Enforcing Labor Standards in 
Sheltered Workshops 
(HRD-87 -99, 9-28-81) 

Budget Function: Education, Training, Employment, and Social Services: Training and Employment (504.0) 
Legislative Authority: Rehabilitation, Comprehensive Services and Developmental Disabilities Amendments of 1978 (P.L. 

95-602; 42 USC. 1382(d); 42 USC. 1397 et seq.: P.L. 93-112; 29 USC. 701 et seq.; P.L. 90-526; P.L. 92-595; P.L. 
96-302; 15 U.S.C. 636(h); P.L. 89-286; 41 USC. 351 et seq.; P.L. 74-846; 41 USC. 35 et seq.; P.L. 91-596; 29 USC. 251 
et seq.; 92 Stat. 2955; 87 Stat. 355: 82 Stat. 1064; 86 Stat. 13 14; 94 Stat. 839; 79 Stat. 1034; 49 Stat. 2036; 84 Stat. 1590). 
Comprehensive Employment and Training Act of 1973 (P.L. 93-203; 87 Stat. 839) Fair Labor Standards Act of 1938 (P.L. 
75-718; 29 USC. 201 et seq.; 52 Stat. 1060). Fair Labor Standards Amendments of 1966 (P.L. 89-601; 80 Stat. 830). 
Wagner-O’Day Act (Handicapped-Made Products. Government Purchase) (41 USC. 46 et seq.: P.L. 92-28; 85 Stat. 77). 
Mental Retardation Facilities and Community Mental Health Centers Construction Act of 1963 (P.L. 88-l 64: 77 Stat. 282). 
Developmental Disabilities Services and Facilities Construction Amendments of 1970 (P.L. 91-517; 42 U.S.C. 6001; 84 
Stat 1316). Social Security Amendments of 1965 (42 U.S.C. 422 et seq.). Social Security Amendments of 1967. Social 
Security Amendments of 1972. Social Security Amendments of 1974. Vocational Rehabilitation Act (Industrial Disabilities). 
Vocational Education Act. Small Business Investment Act Amendments of 1972 Service Contract Act of 1965 Walsh- 
Healey Act (Government Contracts). Occupational Safety and Health Act of 1970. Portal-to-Portal Act of 1947. Internal 
Revenue Code (IRC). 29 C.F.R. 775.2. P.L. 89-333. Natlonal League of Cities v. Usery, 426 U.S. 833 (1976). H. Rept. 
92-228. 18 U.S.C. 4121. 26 U.S.C. 170. 26 U.S.C. 2055. 79 Stat. 1282. 

Sheltered workshops, established at the State and local lev- 
els, provide both training and employment for the physically 
and mentally handicapped. GAO was asked to review the 
role of sheltered workshops in (1) employing the handi- 
capped, and (2) operating in the competitive business com- 
munity. GAO focused primarily on the adminlstration and 
enforcement of the Fair Labor Standards Act’s provisions 
relating to handicapped workers employed in the sheltered 
workshops and the administration of the federally spon- 
sored procurement program established by the Wagner- 
O’Day Act 

Findings/Conclusions: The Fair Labor Standards Act au- 
thorizes Labor to issue special certificates to sheltered 
workshops for employing handicapped workers at wage 
rates lower than the minimum wage. Special exemptions 
are needed to prevent possible curtailment of employment 
opportunities for handicapped workers who are not able to 
produce at the subminimum wage rate. The majority of 
sheltered workshop workers are now paid based on their In- 
dividual productivity and, if the Federal subminimum wage 
requirement were eliminated, the workshops would still be 
required to base the workers’ wages on Individual produc- 
tivity. Elimination of the requirement would permit Labor to 
simplify the process for certifying the eligibility of sheltered 
workshops to pay handicapped workers less than the 
minimum wage. Enforcement of Federal labor standards 
needs to be strengthened. The Act’s provisions concerning 
wages based on handicapped workers’ Individual produc- 
tivity cannot be enforced by Labor if the resulting wage rate 
exceeds the statutory minimum. Also, employment oppor- 
tunities for the handicapped under the program are not 
adequately evaluated. Federal laws may provide a competi- 
tive advantage for sheltered workshops over private 
businesses. However, the workshops generally incur added 

costs which may offset ‘the effect of whatever competitive 
advantages a workshop may receive. 

Recommendations to Congress: Congress should amend 
the Fair Labor Standards Act to eliminate the provision that 
handicapped persons who are employed under special La- 
bor certificates in sheltered workshops must not be paid 
less than 50 percent of the statutory minimum wage. 
Status: Action in process. 

Congress should consider amending the Fair Labor Stand- 
ards Act to extend Labor’s authority for enforcing the provl- 
sion that a handicapped worker’s wages must be commen- 
surate with those paid nonhandicapped workers. 
Status: Action in process. 

Congress should amend the Wagner-O’Day Act to require 
that the Committee for Purchase from the Blind and Other 
Severely Handicapped notify directly affected suppliers of 
the Committee’s intent to consider the suitability of a prod- 
uct or seMce tor procurement from a sheltered workshop. 
Status: No action initiated. Date action planned not known. 

Congress should consider requesting the Committee for 
Purchase from the Blind and Other Severely Handicapped 
to assess its oversight responsibilities and provide Congress 
with an estimate of the resources needed for an adequate 
level of Federal oversight. 
Status: Action in process. 

Congress should amend the Wagner-O’Day Act to require 
that sheltered workshops meet a specific standard for the 
percentage of handicapped direct labor hours on all com- 
modlhes produced or services provided under the program. 
Specifically, the Act’s 75-percent requirement for measur- 
ing a workshop’s program ellgtbrllty should be adopted as 
the standard because it appears to provide a reasonable 
basis for assessing whether the employment opportunities 
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created by the program are used primarily for handicapped 
workers. 
Status: Action completed. 

Congress should amend the Wagner-O’Day Act to recog- 
nize that employment opportunities created by the program 
should be used, to the maximum extent, for preparing han- 
dicapped persons to engage in competitive employment 
outside the workshop. 
Status: Action completed. 

Recommendations to Agencies: The Secretary of Labor 
should decide whether the requirements of the Fair Labor 
Standards Act should be applied to publicly operated shel- 
tered workshops. 
Status: Action in process. 

The Secretary of Labor should strengthen management 
control over the planning, implementation, and evaluation 
of the investigating process for sheltered workshops’ com- 
pliance with the requirements of the Fair Labor Standards 
Act by: (1) requiring regional and area offices to specify a 
level of staff resources for making workshop investigations; 
and (2) designating specific compliance officers in each re- 
gional or area office to develop expertise for making 
workshop investigations. 
Status: Action completed. 

The Secretary of Labor should establish management con- 
trols for ensuring that sheltered workshop investigations are 
made on a uniform basis nationwide. Each investigation 
should include all analyses needed to determine a 
workshop’s compliance with the Fair Labor Standards Act’s 
requirements, including examinations of the: ( 1) production 
standards used for establishing piece rates; (2) productivity 
evaluations used for establishing hourly wage rates; (3) pro- 
cedures used to determine and document prevailing wage 
rates; (4) systems used to develop and maintain individual 
productivity records, time studies, performance evaluations, 
and recf>rds of total hours worked; and (5) procedures used 
for increasing individual wage payments to comply with the 
terms and conditions of a special certificate. 
Status: Action completed. 

The Chairman of the Committee for Purchase from the 
Blind and Other Severely Handicapped should establish 

procedures for verifjGng the accuracy of the reports submit- 
ted by the workshops for the number of direct labor hours 
worked by handicapped and nonhandicapped workers. 
Status: Action completed. 

The Chairman of the Committee for Purchase from the 
Blind and Other Severely Handicapped should establish 
procedures for evaluating the adequacy of the commission 
rate and the commissions received by the central nonprofit 
agencies. 
Status: Action in process. 

The Chairman of the Committee for Purchase from the 
Blind and Other Severely Handicapped should revise the 
Federal regulations and Committee procedures to require 
that each participating sheltered workshop submit informa- 
tion on the estimated direct labor hours for handicapped 
and nonhandicapped workers for each action proposing 

the addition to the procurement list of a product or group of 
products or a service. 
Status: Action completed. 

The Chairman of the Committee for Purchase from the 
Blind and Other Severely Handicapped should revise the 
Federal regulations and Committee procedures to require 
that each participating sheltered workshop report the place- 
ments into competitive employment attributable to the em- 
ployment opportunities created by the Javits-Wagner- 
O’Day Program. 
Status: Action completed. 

The Chairman of the Committee for Purchase from the 
Blind and Other Severely Handicapped should establish a 
system for monitoring the percentage of total direct labor 
hours performed by handicapped and nonhandicapped 
workers in each participating workshop in the production of 
commodities or the provision of services under the Javits- 
Wagner-O’Day Program. As a minimum, the system should 
require that each participating sheltered workshop submit 
information in its annual report showing the total direct la- 
bor hours for handicapped and nonhandicapped workers 
for all products produced or services provided to the Feder- 
al Government under the Javits-Wagner-O’Day Program. 
Status: Action completed. 

Agency Comments/Action 

Action to implement two of the recommendations has 
been completed by Labor and action to implement the 
third is underway. The Committee for Purchase from the 
Blind and Other Severely Handicapped has completed sa- 
tisfactory action on all of the recommendations directed 
to it with the exception of one, which is underway and will 
require a considerable amount of time to complete. 

22 



VARIQUSDEPARTMENTSANDAGENCIES 

COMNlODlTY FUTURES TRADING COlWRnlSSlON 
DEPARTMENT OF COTvXvIERCE 
DEPARTI\AENT OF HEALTH AND HURnAN SERVICES 
OFFICE OF MANAGEMENT AND BUDGET 

Better Use of hformation Technology Can Reduce the Burden of Federal Paperwork 
(GGD-83-39, 4-l 7 -83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Paperwork Reduction Act of 1980. Privacy Act of 1974 (5 U.S.C. 552a). 

In response to a congressional request, GAO reviewed four 
data collection activities to determine the potential benefits 
in terms of information technology. 
Findings/Conclusions: GAO found that increased use of in- 
formation technology would reduce the Federal paperwork 
burden and improve the efficiency of the data collection ac- 
tivities. While the extent of the potential benefits varied, op- 
portunities exist in all of the reviewed cases for better use of 
information technology. Some recent actions have been 
taken by Federal managers to realize these benefits. but 
more could be done. GAO found that Federal managers at 
all levels need to be more attentive to the use of information 
technology as a means of reducing reporting and paper- 
work problems. Agency officials stated that the lack of guid- 
ance from the Office of Management and Budget (OMB) is 
one of the prime reasons individual agency polrcies and 
procedures have not been promulgated. GAO found that 
agencies need: (I) strategies to implement and control au- 
tomated data submission programs: and (2) information 
and marketing analyses to realize the potential for increas- 
ing automated submissions. In addition, GAO found that 
Federal managers have not maximized the benefits of auto- 
mated programs once developed. GAO found that the 
number of automated Medicare claims could be increased 
by about 4 million, which would save about $1.3 million. 
GAO also found that the Census Bureau could almost dou- 
ble its volume of automated submissions and save about 
$183,000. In the two remaining case studies, GAO identi- 
fied potentral improvements through better use of technolo- 
gy in the Commodity Futures Trading Commrssion and the 
Food and Drug Administration (FDA). 

Recommendations to Agencies: The Director of OMB 
should direct the Office of Information and Regulatory Af- 
fairs, as part of its continuing oversight responsibilities of 
Federal information management activities, to periodically 
review Federal agencies’ efforts to implement and reassess 
programs targeted at increasing automated submission of 
required data. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion (HCFA) to revrse its Medicare regulations to require in- 
termediaries to accept submissions of Medicare claims in 
an automated form where it is cost effectrve to the Medrcare 
program. 
Siatos: Recommendation no longer valid/action not rntend- 
ed. No action will be taken by the agency because Me& 

care regulations do not require revision to accomplish 
the objective of this recommendation. In December 
1982, HCFA issued a transmittal that requires MedIcare 
intermediaries to accept electronic claims data when 
cost effective. 
The Secretary of Health and Human Servrces should direct 
the Administrator of HCFA to clarify the roles and responsi- 
bilities of regional staff to ensure intermediaries’ compli- 
ance with information technology guidelines and regula- 
tions. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Administrator of HCFA to revise its intermediary per- 
formance evaluation criteria to reflect an intermediary’s 
contribution to the increased use of automation in Medicare 
billing. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the FDA Commissioner to establish procedures to use a 
turnaround document to collect drug product listing 
changes, instead of using forms. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the FDA Commissioner to revise procedures for collecting 
data for new drugs to allow submission of a computer print- 
out of the data instead of a form, for drug manufacturers 
with this capability. 
Status: Action completed. 

The Secretary of Commerce should direct the Census 
Bureau to conduct a detailed survey of at least the high 
volume Shipper’s Export Declaration respondents to deter- 
mine capability and interest in the automated program. 
Status: Action completed. 

The Secretary of Commerce should direct the Census 
Bureau to prepare promotional literature for managers de- 
tailing the program’s technology options and the benefits of 
program participation. 
Status: Action completed. 

The Secretary of Commerce should direct the Census 
Bureau to aggressively promote the automated program 
through personalized followup of inquiries made by respon- 
dents and by contacting potential candidates identified 
through the survey, 
Status: Action completed. 

The Chairman of the Commodity Futures Trading Com- 
mission should promote and publicize the automated pro- 
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gram and its varied capabilities to receive data in machine 
readable form. 
Status: Action in process. 

The Chairman of the Commodity Futures Trading Com- 
mission should contact industry service bureaus and en- 
courage program participation on behalf of their clients. 
Status: Action completed. 

The Director of OMB should establish written policies en- 
couraging the use of information technologies as a means 
of reducing the burden on the Government and the public 
and improving the efficiency and effectiveness of agency 
operations. 
Status: Action completed. 

The Director of OMB should amend the forms clearance 
process so that, except under exigent circumstances, agen- 
cies must consider whether an Increase in automated sub- 
mission is feasible and cost effective. If so, the agency 
should submit a plan describing how such an increase 
would be accomplished. 
Status: Action completed. 

Agency Comments/Action 

Action has been completed by the agency on all but two 
recommendations. With regard to those two recommen- 
dations, the agency has indicated its intention to take the 
suggested action. To date, however, it has not. 



VARIOUSDEPARTMENTSANDAGENCIES 

CONGRESSIONAL BUDGET OFFICE 
EXECUTIVE OFFICE OF THE PRESIDENT 
GENERAL ACCOUNTING OFFICE 
GOVERNMENT PRINTING OFFICE 
OFFICE OF TECHNOLOGY ASSESSMENT 

A Systematic Management Approach Is Needed for Congressional Reporting Requirements 
(PAD-82-12, 11-25-81) 

Budget Function: Congressional Information Services (990.5) 
Legislative Authority: Congressional Reports Elimination Act of 1980 (P.L. 96-470). Climate Program Act. Energy Security 
Act Congressional Budoet and Impoundment Control Act of 1974. 10 U.S.C. 2233a. 15 USC. 2906. 31 USC. 1152(d). 
42 USC: 8911. - . 

GAO identified problems in the way congressional reporting 
requirements are presently being managed which affect the 
timeliness and usefulness of the information Congress re- 
ceives in support of its legislative, oversight, and budgetary 
functions. 
Findings/Conclusions: Improvements are needed within all 
branches of the Federal Government, including Congress. 
Congressional reporting requirements are not being 
managed in a way that achieves the objectives for which 
they were created. They are managed by several organiza- 
tions acting independently, with little or no coordination 
among them. As a result, performance of tasks overlaps, 
and functional and informational gaps exist. At present, 
there is no comprehensive monitoring system for the re- 
porting requirements. As a result, there is no way of ensur- 
ing that the agencies meet the requirements adequately, 
submit reports when they are due, or disclose that reports 
are late. The most serious flaws are that: the receipt of re- 
ports by Congress is not adequately recorded, delinquent 
reporting is not followed up, and the distribution and use of 
report documents are not monitored or evaluated. GAO 
believes that Congress, the Federal agencies, and the Exec- 
utive Office should consider: (1) the development of a uni- 
form policy and guidance for the congressional groups with 
principal functional responsibility for meeting the reporting 
requirements; (2) streamlining the identification and inven- 
tory tasks; (3) creating an adequate monitoring system; (4) 
reducing late executive agency responses to reporting re- 
quirements; and (5) improving the ability of Congress to re- 
late each report it receives to the policy and program issues 
that the reporting requirements are designed to address. 
Recommendations to Congress: Congress should take the 
following actions: (1) develop uniform policy and guidance 
for the congressional groups with principal functional re- 
sponsibility, i.e., Clerk of the House, Secretary of the Senate, 
and GAO; (2) streamline the identification and inventory 
tasks of the Clerk of the House, Secretary of the Senate, and 
GAO; (3) implement an adequate monitoring system for the 
Clerk of the House, Secretary of the Senate, and GAO; (4) 
reduce executive agency lateness in responding to the re- 
porting requirements of Congress; and (5) improve the abil- 

ity of Congress to relate each report it receives to the policy 
and program issues that the reporting requirements are 
designed to address. 
Status: Action in process. 

Recommendations to Agencies: The Executive Office 
should take the following actions: (1) develop uniform poli- 
cy and guidance for the congressional groups with principal 
functional responsibility, i.e., Clerk of the House, Secretary 
of the Senate, and GAO; (2) streamline the identification 
and inventory tasks of the Clerk of the House, Secretary of 
the Senate, and GAO; (3) implement an adequate monitor- 
ing system for the Clerk of the House, Secretary of the Sen- 
ate, and GAO; (4) reduce executive agency lateness in 
responding to the reporting requirements of Congress; and 
(5) improve the ability of Congress to relate each report it 
receives to the policy and program issues that the reporting 
requirements are designed to address. 
Status: Action in process. 

The congressional support agencies should take the follow- 
ing actions: (1) develop uniform policy and guidance for 
congressional groups with principal functional responsibil- 
ity, i.e., Clerk of the House, Secretary of the Senate, and 
GAO; (2) streamline the identification and inventory tasks of 
the Clerk of the House, Secretary of the Senate, and GAO; 
(3) implement an adequate monitoring system for the Clerk 
of the House, Secretary of the Senate, and GAO; (4) reduce 
executive agency lateness in responding to reporting re- 
quirements of Congress: and (5) improve the ability of 
Congress to relate each report it receives to the policy and 
program issues that the reporting requirements are 
designed to address. 
Status: Action in process. 

Agency Comments/Action 

The Secretary of the Senate is waiting for the outcome of a 
court ruling on legislative veto provisions before proceeding 
with the recommendations. The Clerk of the House has 
completed the design phase of a system which incor- 
porates a number of the recommendations. 
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VARIOUS DEPARTMENTS AND AGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Health and Safety Deficiencies Found at Water Recreation Areas 
(CED-87-88, 6-75-87) 

Budget Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legislative Authority: Water Prolect Recreation Act. Safe Drinking Water Act (P.L 93-523). Safe Drinking Water Amend- 
ments 1977 (P.L. 95-190). Flood Control Act of 1962. 

GAO was requested to review the health and safety condi- 
tions of nonfederally managed water recreation areas of the 
Corps of Engineers’ and the Water and Power Resources 
Service’s (WPRS) reservoirs. 
Findings/Conclusions: GAO found several types of health 
and.safety deficiencies at the Corps and the WPRS areas. 
These Included: (1) poorly designed. overused, or malfunc- 
tioning sanitation systems; (2) structurally unsafe picnic and 
restroom facilities: (3) a dam sprllway without a barrier: and 
(4) inadequate disinfection or filtratron systems and exces- 
sive bacteria or turbidity levels in drinking water. Corps and 
WPRS headquarters recreation management officials stated 
that regular and thorough inspections are not conducted 
nor are local managing officials directed to make needed 
improvements. These officials stated that funding con- 
straints make it difficult to effectively monitor the condition 
of nonfederally managed recreation areas. Non-Federal 
public agencies’ officials acknowledged responsibility for 
operating and maintaining recreation areas in a safe and 
healthy condition but stated that they lacked adequate 
funds. These officials claim that operation and maintenance 
costs and visitor use have increased over the years but that 
recreation budgets have not kept pace. As a result, non- 
Federal agencies have turned over management of a 
number of areas to the Federal agencies. 
Recommendations to Agencies: The Secretaries of the Inte- 
rior and the Army should review the status of returned rec- 
reation areas to determine whether areas with health and 
safety deficiencies should be Improved. operated and marn- 
tained, posted as unsafe. or closed. 
Status: Action completed. 

The Secretaries of the Interior and the Army should seek 
necessary funds and authority from Congress to close or to 
improve, operate and maintain returned recreation areas 
and those Service areas that were never turned over to a lo- 
cal manager. 
Status: No action initiated. Date actron planned not known. 

The Secretaries of the Interior and the Army should regular- 
ly and thoroughly inspect nonfederally managed Corps and 
WPRS recreation areas to identify health and safety defi- 
ciencies and require the managing agency to correct the 
identified deficrencres. post the areas as unsafe. or close 
them. 
Status: Action completed. 

Agency Comments/Action 

Interior and the Department of the Army concurred with 
the recommendations. In 1983. the Commissroner. 
Bureau of Reclamatron. directed hrs regional offices to re- 
view the status of returned recreation areas to determine 
whether areas with health and safety deficiencies could be 
improved. Also, In 1983. the Secretaries of the Interior 
and the Army Issued Internal regulations to inspect non- 
federally managed Corps and WPRS recreatron areas to 
identify health and safety deficiencies and requrre the 
managing agency to correct the deficiencies 



VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Changes in Federal Water Project Repayment Policies Can Reduce Federal Costs 
(ED-87-77. 8-7-81) 

Budget Function: Natural Resources and Environment: Water Resources (301 .O) 
Legislative Authority: Reclamation Project Act of 1939 (53 Stat. 1187). Water Supply Act of 1958 (72 Stat. 319). P.L. 
871483. 

Because prior GAO studies disclosed several large Federal 
reservoirs with substantial amounts of unsold water or stor- 
age space, GAO reviewed the repayment policies and prac- 
tices of the Army Corps of Engineers and the Bureau of 
Reclamation that do not ensure fair and timely recovery of 
water projects’ reimbursable costs. 

Findings/Conclusions: Current repayment policies, for the 
most part require that water projects must be fully used to 
ensure cost recovery. However, much water is neither pur- 
chased nor used as originally intended and is likely to 
remain underutilized for years. As a result, the Federal Gov- 
ernment will continue to absorb substantial costs. Agency 
officials have made some changes, but much more should 
be done. Millions of acre-feet of underutilized water are 
available in Federal reservoirs. Agency officials stated that 
they had no water marketing policies and generally relied 
on State water boards, local chambers of commerce, and 
water districts to carry out water marketing activities. Agen- 
cies have not taken advantage of opportunities to increase 
cost recovery. Sometimes agencies use outdated prices for 
determining operation and maintenance (OGM) costs. In 
some cases. repayment was not required even though wa- 
ter users received benefits. Payments received from water 
option contractors were not always apportioned to O&M 
costs. OccasIonally, the Bureau of Reclamation charged 
water users for O&M costs but credited the revenues to 
construction cost repayment. As a result of such practices, 
reimbursable O&M costs had to be paid from Federal 
funds. O&M costs were not accumulated as reimbursables 
for future water price determinations, but often were reas- 
signed to nonreimbursable categories. 

Recommendations to Agencies: The Secretaries of the 
Army and the Interior should issue instructions requiring all 
O&M charges to be updated annually and applied to new or 
amended contracts. 
Status: Action In process. 

The Secretaries of the Army and the Interior should develop 
an overall water marketing strategy for their agencies. 
Status: Action In process. 

The Secretaries of the Army and the Interior should issue 
instructions requiring all reservoir users to share equitably 
in O&M cost recovery. 
Status: Action in process. 

The Secretary of the Interior should issue instructions re- 
quiring that option revenues be equitably allocated to O&M 
cost recovery. 
Status: Action in process. 

The Secretaries of the Army and the Interior should annual- 
ly disseminate information on the available water supply to 
Congress, State agencies, and potential buyers. 
Status: Action in process. 

The Secretary of the Interior should issue instructions re- 
quiring that O&M cost reallocations be limited to those 
based upon demonstrated changes in benefits. 
Status: Action completed. 

The Secretaries of the Army and the Interior should issue 
Instructions requiring congressional authorization to be 
sought for water uses not specifically authorized. 
Status: Action in process. 

The Secretary of the Interior should issue instructions re- 
quiring that reallocation policies be equally applied to both 
reimbursable and nonreimbursable expenses. 
Status: Action in process. 

The Secretary of the Interior should require reasonable pay- 
ment for all water reservations. 
Status: Action completed. 

The Secretary of the Interior should require water prices to 
be based upon how much water can be delivered and sold. 
Status: Action completed. 

The Secretary of the Interior should require water contracts 
with renewal provlsions to specify the method for price ad- 
justments. 
Status: Action completed. 

The Secretary of the Interior should require annual water 
price reevaluations as a basis for establishing new or 
amended contract prices. 
Status: Action completed. 

The Secretaries of the Army and the Interior should estab- 
lish policies that will require unrecovered reimbursable 
O&M costs to be accumulated and considered in future 
price determinations. 
Status: Action in process. 

The Secretaries of the Army and the Interior should estab- 
lish policies that will require an interest allocation to be in- 
cluded in all water charges to municipal and industrial 
users. 
Status: Action in process. 

The Secretaries of the Army and the Interior should estab- 
lish policies that require all project purposes to share, in ac- 
cordance with actual reservoir uses, in O&M expenses. 
Status: Acbon in process. 
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The Secretary of the Interior should require specific approv- 
al of the Commissioner of Reclamation when contract reve- 
nues from Federal reservoirs will be applied to a non-feder- 
al entity. 
Status: Action completed. 
The Secretary of the Interior should require nationwide dis- 
tribution of its and the Bureau of Reclamation’s repayment 
policies, procedures, and applicable interpretations for es- 
tablishing and implementing repayment requirements. 
Status: Action completed. 
The Secretary of the Interior should require a periodic re- 
view of regional pricing and accounting practices to ensure 
that they consistently and equitably apply agency policy. 
Status: Action completed. 

Agency Comments/Action 

The Bureau of Reclamation is reviewing regional water 
marketing efforts to ascertain which practices should be 
adopted on a bureauwide basis. Authority is being 
redelegated to regional managers to negotiate and exe- 
cute contracts to streamline the process and meet water 
demands. The Bureau has amended policy instructions 
for allocation and recovery of O&M costs to require annu- 
al reevaluation of project functions. It will ensure that mu- 
nicipal and industrial costs carry an appropriate interest 
charge. Two recommendations have resulted in complet- 
ed actions by the Bureau but not by the Corps. There- 
fore, the actions on these recommendations are still listed 
as being in process. The Corps has developed a position 
on the recommendations and has submitted it to the 
Secretary of the Army for approval. Basically, The Corps 
agrees with the recommendations, especially on cost 
recovery, but problems arise in working out the details. 
The Bureau issued regulations addressing repayment pro- 
visions for both new and existing contracts on December 
6, 1983. 
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VARIOUSDEPARTMENT§ANDAGENCIE§ 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Reforming Interest Provisions in Federal Water Laws Could Save Millions 
(CED-82-3, 10-22-81) 

Budget Function: Natural Resources and Environment: Water Resources (301 .O) 
Legislative Authority: Reclamation Act. Reclamation Extension Act. Reclamation Project Act of 1939. Omnibus Adjust- 
ment Act (Irrigation-Projects). Water Supply Act of 1958. 

The cost of financing the construction of Federal water 
projects for irrigation and municipal and Industrial con- 
sumers has increased substantially since the first projects 
were built in the early 1900’s. Because conditions have 
changed since repayment policies were established, GAO 
took a look at the full cost of financing water projects to 
determine whether expenditures can be reduced. 
Findings/Conclusions: By law, water project costs, with the 
exception of interest costs associated with irrigation and 
future municipal and industrial water supply, are to be 
repaid by the water users. Although the law has not re- 
quired interest to be paid by Irrigators. it has been re- 
qulred in part for municipal and industrial users. Water 
users have had diffkulties meeting their repayment obli- 
gations. As a result. Treasury was required to fund water 
projects with additional revenue obtained through public 
borrowing. As a result, taxpayers are subsidizing the users 
by paying millions of dollars in interest costs related to fi- 
nancing this construction. Today, with high interest rates, 
the Government finds itself borrowing at an Interest rate 
several times as high as the Interest rate it charges those 
it lends money to. The difference IS now paid by the tax- 
payer. The Government is not fully recovering its borrow- 
ing costs to fund project construction because the Recla- 
mation Act and other Federal water laws specifically allow: 
financing construction costs without interest; using In- 
terest rates that do not reflect the Treasury’s borrowing 
costs; using an interest rate in effect at the start of project 
construction for all subsequent Interest charges rather 
than the interest rates in effect during each year the con- 
struction funds were spent; and permitting the use of sim- 
ple rather than compound interest in negotiating repay- 
ment contracts. On four projects reviewed, GAO calculat- 
ed more than $667 million in taxpayer-provided Interest 
subsidies. 

Recommendations to Congress: Congress should take a 
fresh look at the interest-free subsidy in deciding future 
water project authorizations. 
Status: Action completed. 

Congress should amend appropriate Federal laws, partIc- 
ularly the Water Supply Act of 1958. as amended, to en- 
sure that municipal and industrial water users fully repay 
their share of interest costs. In amending the legislation, 
Congress should require the Secretaries of the Army and 
Interior to: (1) use Interest rates, developed by the Treas- 
ury, for computing Interest during construction and in- 
terest on the unpaid balance that more appropnately re- 
flect the Treasury’s cost of borrowing funds; (2) compute 
interest during construction using the interest rates in ef- 
fect during each year construction funds are spent; and 
(3) compute interest during construction on a compound 
rather than a simple interest basis. Where possible, these 
provistons should be applied to existing projects; for in- 
stance, where bindlng repayment contracts do not exist, 
when amending existing contracts, or awardlng new con- 
tracts for future water sales. 
Status: Action in process. 

Agency Comments/Action 

In its December 21, 1981. response. the Army agreed that 
beneficiaries should pay for the cost of water prolects 
whenever possible. Further, the Army stated that, as part 
of an ongoing review of cost recovery practices, it was 
looking Into the practicality of using compound rather 
than simple interest in computing interest during con- 
structron. The Bureau of Reclamation Issued regulations 
addressing project repayment provisions for both new and 
existing contracts on December 6. 1983. 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Developing Alaska’s Energy Resources: Actions Needed To Stimulate Research and Improve Wetlands Permit 
Processing 
(EMD-82-44, 6- 7 7-82) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Alaska National Interest Lands Conservation Act (P.L. 96-487). Clean Water Act of 1977 (33 U.S.C. 
1344). Water Pollution Control Act. Executive Order 8979. S. 1562 (97th Cong.). 

To determine if Federal agencies are advancing environ- 
mentally sound approaches to energy exploration and de- 
velopment, GAO evaluated: (1) the results of oil- and gas- 
related experience on the Kenai National Wildlife Refuge, 
the only Federal land in Alaska where significant production 
has occurred; (2) the measures used in Alaska to prohibit 
exploratory drilling during certain months of the year and to 
control drilling waste disposal; (3) the adequacy of research 
to lessen the impacts of energy development; and (4) wet- 
lands permitting, which is of crucial importance to energy 
development on all Alaskan lands. 
Findings/Conclusions: Additional research is needed to 
evaluate the Impacts of OII- and gas-related activity in Alaska 
as a basis for promoting environmentally sound ap- 
proaches to future development without unnecessarily in- 
creasing its cost. GAO found that two costly and controver- 
sial restrictions are being widely applied to energy explora- 
tion In the Arctic: however, there has not been adequate re- 
search to support either the Imposition or the removal of 
these restrictions. Use of site-specific research findings 
would allow refinement of environmental protection con- 
trols suitable to the unique characteristics of the lands on 
which they are applied, and this would minimize universal or 
blanket stipulations where they are not necessary. The U.S. 
Army Corps of Engineers has been slow in processing wet- 
lands permits, which are required for many oil and gas proj- 
ects in Alaska, and has frequently included controversial 
and costly conditions in its permits without requiring sub- 
stantiation of their need through research findings and site- 
specific data. 

Recommendations to Congress: Congress should provide 
for three critical elements: coordination, prioritization, and 
sources of funding for research to evaluate the impacts of 
energy development in the Arctic. 
Status: Action in process. 
Recommendations to Agencies: The Secretary of the lnteri- 

or should utilize existing research findings and site-specific 
data to the maximum extent possible and, after a source of 
further funding is worked out, direct and use additional 
site-specific research in the application of stipulations to fu- 
ture Alaskan energy projects. This should include using 
such data as a basis for determining whether the seasonal 
drilling restriction should be continued as a general stipula- 
tion for individual tracts. 
Status: Action in process. 

The Secretary of the Army should only grant the State of 
Alaska extensions to the public comment period when they 
are adequately justified and use research findings and site- 
specific data to the maximum extent possible in determin- 
ing the need for proposed stipulations in future permits. 
Status: Action in process. 

The Secretary of the Army should require that Federal 
agencies support the need for proposed permit stipulations 
to the maximum extent possible with site-specific data and 
relevant research findings. 

Status: Action in process. 
The Secretary of the Army should direct the Chief, Corps of 
Engineers, to have the Corps’ Alaska District management 
periodically summarize the time required to issue public no- 
tices and enforce the 15-day timeframe established by law. 

Status: Recommendation no longer valid/action not in- 
tended. A change fn agency procedures effectwely el- 
iminates this recommendation. 

Agency Comments/Action 

Interior indicated that it plans to comply with the recom- 
mendation within budgeting constraints. The Army issued 
new regulations for the section 404 wetlands permit proc- 
ess which include steps that concur with the recommen- 
dations. Interior has responded under the provisions of 
OMB Circular A-50; Army has not. 
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VARIOUSDEPARTMENTSANDAGENCIES 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 
DEPARTMENT OF THE INTERIOR 

Water Sales Contracts From Missouri River Reservoirs Need To Require Reimbursement for Operation and 
Maintenance Expenses 
(CED-82- 723, 9-7-82) 

Budget Function: Natural Resources and Environment: Water Resources (301 .O) 

During an ongoing review of water resources project opera- 
tion and maintenance (OM) cost recovery systems estab- 
lished by the U.S. Army Corps of Engineers and the Depart- 
ment of the Interior‘s Bureau of Reclamation, GAO Identi- 
fied a problem concerning the nonrecovery of OM costs. 
Findings/Conclusions: Although Bureau water marketing 
policy requires reimbursement of an appropriate share of 
municipal and industrial (Ml) costs from Ml users, the con- 
tracts used to sell surplus irrigation water to Ml users do not 
include OM cost recovery provisions. Neither the original 
Memorandum of Understanding between Interior and the 
Corps nor any existing or proposed contract with an indus- 
trial user addresses OM cost recovery. Neither agency has 
assumed responsibility for OM cost recovery, and only limit- 
ed communication has taken place regarding a decision to 
reallocate a portion of the OM expenses to Ml use. The 
Corps and the Bureau need to assess, recover, and account 
for an appropriate share of OM costs from current and fu- 
ture MI water users. 

Recommendations to Agencies: The Secretaries of the 
Army and the Interior should require the Corps of Engineers 
and the Bureau of Reclamation jointly direct that all future 
water service contracts specifically provide a contract provi- 
sion for OM cost recovery. 
Status: Action in process. 

The Secretaries of the Army and the Interior should require 
that the Corps of Engineers and the Bureau of Reclamation 
jointly direct the necessary communication between the two 

agencies to establish the proper accounting for OM cost 
recovev. 
Status: Action completed. 

The Secretaries of the Army and the Interior should require 
that the Corps of Engineers and the Bureau of Reclamation 
jointly establish a policy to reallocate an appropriate share 
of OM costs to existing and future Ml water sales. 
Status: Action completed. 

Agency Comments/Action 

The Army and the Department of the Interior have no 
doubt that there is adequate authority to use water in the 
Missouri Reservoirs for municipal and industrial purposes. 

They concur with the recommendation that proper ac- 
counting practices be established. Due to different depart- 
mental policies covering current use operation and main- 
tenance, cost allocation will require substantial time to 
resolve. After the resolution, retroactive adjustments to al- 
locate an appropriate share of accrued industrial water 
revenues to operation and maintenance expenses will be 
made. The Army responded on October 27, 1982. On 
July 26, 1983, the Army replied that a coordinated pos- 
tion had been reached with Interior to allocate operation 
and maintenance expenses to existing and future water 
sales contracts. Operation and maintenance costs 
amounting to $154,000 have been retroactively applied to 
existing Missouri River Reservoir contracts retroactive to 
1979. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENTOFDEFENSE 

Small Percentage of Military Families Eligible for food Stamps 
(FPCD-83-25, 4-l 9-83) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: P.L. 97-248. S. Rept. 97-494. 7 USC. 2014(d). 37 U.S.C. lOl(25). 

GAO determined whether the reportedly large percentage 
of military families eligible for food stamps actually met the 
benefits criteria, and it reviewed Department of Agriculture’s 
(USDA) program administrative practices. 

Findings/Conclusions: GAO found that only a small per- 
centage of military families are eligible to receive food 
stamps ,and most of those families qualify only because 

their Government-furnished housing is not counted as in- 
come. However, there are some families who would be eligi- 
ble for food stamps regardless of their housing status, and 
USDA has provided them with the appropriate information 
concerning their benefits. GAO noted that, under certain 
circumstances, especially when parents are assigned away 
from home, there is potential abuse of the program. Inade- 
quate reporting of income and housing status changes also 
contributes to ineligible families’ receiving food stamp ben- 

efits. 

Recommendations to Agencies: The Secretary of Agricul- 
ture, in consultation with the Secretary of Defense, should 
propose legislation to amend 7 U.S.C. 2014(d) to require 
that Government-furnished housing be Included in the 
gross income computation for determining food stamp eli- 
gibility. 
Status: No action initiated. Date action planned not known. 

The Secretary of Agriculture should issue new guidellnes 
that would ensure that households would not become eligl- 

ble for food stamps solely because of an active duty-related 
absence. 
Status: Action in process. 

The Secretary of Agriculture should instruct the food stamp 
caseworkers that, In addition to any other recertiflcatlons 
they should recalculate food stamp eliglbillty for all mllltary 

food stamp recipients at the same time the amount of the 
annually scheduled military pay raise becomes known. 
Status: Action in process. 

Agency Comments/Action 

GAO recommended that USDA issue guidelines that would 
ensure that households would not become eligible for food 
stamps solely because of an active-duty related absence. 
USDA stated that it Intends to work on this Issue In consul- 
tation with DOD. GAO recommended that food stamp ellgi- 
bility for military food stamp recipients be recalculated an- 
nually after the military pay raise becomes known. USDA 
stated that it is implementing a monthly reporting system 
that should handle the recalculation of food stamp ellglblll- 
ty. GAO recommended that USDA, in consultation with 
DOD, propose legislation to amend 7 U.S.C. 2014(d) to re- 
quire that Government-furnished housing be Included In 
the gross income compilation for determining food stamp 
eligibility. USDA has not responded to this recommenda- 
tion. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENTOFDEFENSE 
DEPARTMENT OF ENERGY 
ENVIRONMENTAL PROTECTION AGENCY 
GENERAL SERVICES ADMINISTRATION 

The Nation’s Unused Wood Offers Vast Potential Energy and Product Benefits 
(EMD-81-6, 3-3-8 1) 

Budget Function: Natural Resources and Environment: Other Natural Resources (306.0) 
Legislative Authority: Wood Residue Utilization Act of 1980 (P.L. 96-554). Public Utility Regulatory Pollcles Act of 1978 (92 
Stat. 3117). Energy Tax Act of 1978 (P.L. 95-618) Clean Air Act Amendments of 1977 (42 U.S.C. 7401 et seq.) P.L. 
95-617. P.L. 95-621. S. 1775 (96th Gong.). 

Immense quantities of wood residues are wasted in the 
United States in the form of decaying logging residues and 
dead trees, unused wood processing residues, and large, 
untapped acreages of small, defective, and other lower 
value trees. Wood residues could be an important energy 
source. A study was made of Federal policies that are con- 
tributing to this lost potential. 
Findings/Conclusions: GAO identified numerous factors 
standmg in the way of greater use of wood residues for en- 
ergy and products. These barriers include inadequate data 
on the volume, location, accessibility, and avaIlability of 
forest residues; lack of economical and effective equipment 
for harvesting and transportation of residues; lack of invest- 
ment capital needed for harvesting and using residues; and 
limited awareness and acceptance of wood energy and 
product technology among industrial firms, utilities, and 
State and local bodies. Other obstacles pertain to Federal 
forest management policies and programs, utility practices 
and regulations, and environmental concerns related to 
greater use of residues. The Forest Service and the Depart- 
ment of Energy have made little progress in developing a 
national wood residue plan. The agencies should make a 
number of residue assessments in operating areas which 
are defined in terms of key factors such as topographical 
features, transportation corridors, economic hauling dis- 
tances. and landowner attitudes. The Forest Service should 
take the lead in accomplishing the needed assessments. 
The Department of Energy should be an active participant 
in the studies. The assessments must deal more with re- 
source management problems than end-use technology 
questions. 

Recommendations to Agencies: The Secretaries of Agricul- 
ture and Energy should present to Congress within two 
years a national wood residues plan, including proposed 
residue use goals and recommendations for legislation or 
other actions to overcome barriers to such goals. It should 
be supported by data on regional variations developed 
through the residue assessments. 
Status: Action in process. 

The Secretaries of Agriculture and Energy should work 
jointly to implement an accelerated program to develop and 
demonstrate residue-handling equipment in cooperation 
with private industry. 
Status: Action in process. 

The Secretaries of Agriculture and Energy should work 
jointly to develop standardized methods for evaluating the 
costs and benefits of using wood fuels in Federal facilities, 
including allowance for forest management benefits, and 
submit these methods to the Office of Management and 
Budget within 6 months for dissemination to the executive 
branch to assure consistency in life-cycle energy evaluation. 
Status: Action in process. 

The Secretaries of Agriculture and Energy should establish 
a program to promote use of wood fuels among industry, 
utilities, and State and local bodies through increased par- 
ticipation In demonstration projects and provision of educa- 
tional materials and direct fechnical assistance. 
Status: Action completed. 

The Secretaries of Agriculture and Energy should (1) con- 
vert all Department facilities to wood fuels for all or part of 
their heating/power needs where life-cycle evaluations show 
them to be cost effective; and (2) identify and evaluate addi- 
tional opportunities to demonstrate wood-energy technolo- 
gies at Department facilities in order to enhance the pros- 
pects for future economic feasibility of such technologies. 
Status: Action in process. 

The Secretary of Agriculture should upgrade the forest sur- 
vey to provide an Inventory of the potentially usable 

biomass of all trees and woody shrubs, loggmg residues, 
and dead trees on the nation’s commercial forest lands. 
Status: Action in process. 

The Secretary of Agriculture should request legislation 
which would authorize the Department to grant private 
firms either title or an exclusive license in residue-handling 
equipment and reconstituted wood product technologies 
developed wholly or partly with Federal funds when needed 
to stimulate commercialization. 
Status: Action completed. 

The Secretary of Agriculture should ( 1) increase promotion 
of new reconstituted wood product technologies developed 
with Federal funds by allocating necessary resources to ef- 
fectively disseminate information and provide technical as- 
sistance to forest products firms: and (2) adopt a more flexi- 
ble policy which allows use of long-term contracts to assure 
that residues from National Forests will be available on a 
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continuous basis when needed to achieve increased resi- 
due use in a given area. 
Status: Action in process. 

The Secretary of Agriculture should (1) demonstrate Forest 
Service ability to conduct tree measurement sales and con- 
vert the agency’s western region to the tree measurement 
basis as rapidly as possible; and (2) preserve logging resi- 
dues for potential future use by foregoing burning whenever 
possible under sound forest management practices. 
Status: Action in process. 

The Secretaly of Defense and the Administrator of General 
Services should assure, in implementing existing policies 
for conversion of their heating/power systems from oil and 
natural gas to alternative fuels, that wood is given equal 
consideration with coal in forested regions of the country. A 
canvass of wood conversion opportunities at all such facili- 
ties should be made to later be tested by the standard feasi- 
bility evaluation methods developed by the Forest Service 
and DOE. They should also issue procurement guidelines 
pointing out that, because of their value in meeting national 
energy goals, residue-based wood products be carefully 
considered as alternative materials for all construction and 
related application and related applications. 
Status: Action in process. 

The Administrator of EPA should request legislation to 
amend the Clean Air Act to allow full recognition of trade- 
offs in facilities siting decisions. The Administrator should 
encourage the States to modify their policies where needed 
to recognize such trade-offs. 
Status: Recommendation no longer valid/action not intend- 
ed. EPA states that its policies already allow trade-offs to 
be considered in facilities siting decisions. 

The Administrator of EPA, to help promote wood residue 
use in locations where current air pollution regulations pre- 
clude such facilities, should develop policies and pro- 
cedures that ( 1) recognize emission trade-offs resulting 
from reduced burning of residues in the woods or in other 
locations and increased burning at proposed wood energy 
facilities; and (2) allow such trade-offs to be considered in 
deciding whether a wood-burning facility may be construct- 
ed and what type of pollution control equipment will be re- 
quired. 
Status: Recommendation no longer valid/action not intend- 
ed. EPA disagrees because it does not consider the best 
available control technology requirements to be a major 
obstacle to construction of wood burnrng plants. It crtes 
at /east four such plants which have received construc- 
tion permits in the Pacific Northwest. 

The Secretaries of Agriculture and Energy should conduct 
a cooperative program of assessments in at least six loca- 
tions around the country. The Secretaries should select the 
areas they believe hold the most promise for increased use 
of residues based on estimates of residue availability and 
cost and availability of competing energy sources. Specific 
information to be developed through assessments should 
include (1) the cost of making detailed residue inventories 
in each assessment area, with projections of costs to make 
such inventories regionally and nationally; (2) the volumes 
of wood residues that are potentially available in each area 

and the costs to collect and remove them using conven- 
tional equipment: (3) the specific needs for improved 
equipment to lower collection and removal costs: (4) the 
benefits and costs of, and alternative Federal roles in stimu- 
lating, greater removal and use of wood residues by modify- 
ing or initiating a number of possible forest management 
policies and programs on Federal, State, and private lands 
and encouraging private investment in new or modified fa- 
cilities to use wood residues; and (5) the extent of, and alter- 
natives for reducing, additional barriers to residue use 
caused by utility practices and regulations, air pollution reg- 
ulations, and other factors. 
Status: Action in process. 

Agency Comments/Action 

The five agencies involved have taken action on most of 
the GAO recommendations. GAO does not expect EPA to 
act on either requesting legislation to amend the Clean Air 
Act or developing policies and procedures that reorganize 
emission trade-offs resulting from reduced burning of 
residues in the woods. EPA believes that they have poli- 
cies already ongoing or, in the latter case, disagrees with 
the GAO recommendation. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
Forest Service 
DEPARTMENTOFDEFENSE 
DEPARTMENT OF LABOR 
DEPARTMENT OF THE NAVY 
GENERAL SERVICES ADMINISTRATION 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Strong Central Management of Office Automation Will Boost Productivity 
(AFMD-82-54, g-21-82) 

Budget Function: General Government: Legislative Functions (801 .O) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Automatic Data Processing Equipment Act (P.L. 
89y306). Executive &de; 12291. 

In response to a congressional request, GAO reviewed the 
management of office automation in the Federal Govern- 
ment. 
Findings/Conclusions: The four agencies GAO reviewed are 
not reaping the maximum benefits or productivity gains 
from office automation because they lack strong central 
management. The agencies are now encountering the 
same problems successful private companies have tried to 
avoid. These problems are likely to grow as these agencies 
expand their office automation efforts. Strong central man- 
agement can be achieved by these agencies if they take ad- 
vantage of the Paperwork Reduction Act’s information man- 
agement requirements. The Office of Management and 
Budget (OMB), the General Services Administration, and 
the National Bureau of Standards are responsible for help- 
ing agencies obtain the maximum benefit from office auto- 
mation. However, these agencies have not provided ade- 
quate leadership and guidance which has often resulted in 
the development of office automation systems which dupll- 
cate existing systems, are not compatible with other sys- 
tems, and are not cost effective. 

Recommendations to Agencies: The Secretary of Defense 
should direct the Secretary of the Navy to designate a cen- 
tral group with responsibility for coordinating efforts to plan, 
develop, and implement office automation. 
Status: Action In process. 
The Administrator of General Services should issue “how 
to” management guidelines for the agencies that provide 
criteria on planning, developing, managing, and evaluating 
office automation systems. These guidelines should be 
periodically reviewed and updated on the basis of new tech- 

nological developments in office automation. They should 
also be approved by OMB before being released. 
Status: Action in process. 

The Administrator of General Services should establish a 
forum of agency managers to exchange information and 
experiences on their past, current, and planned office auto- 
mation efforts. 
Status: Action completed. 

The Administrator of the National Aeronautics and Space 
Administration should establish a central group with re- 
sponsibility for coordinating efforts to plan, deveiop, and 
implement office automation. 
Status: Action completed. 

The Secretary of Agriculture should direct the Chief of the 
Forest Service designate a central group within the Forest 
Service with responsibility for coordinating efforts to plan, 
develop, and implement office automation. 
Status: Action completed. 

The Secretary of Labor should hold the Directorate of Infor- 
mation Technology accountable for providing strong cen- 
tral leadership of office automation throughout the Depart- 
ment. 
Status: Action completed. 

Agency Comments/Action 

All four agencies responded to the requirements of the 
Legislative Reorganization Act by December 30, 1982. 
The General Services Administration said that it is in the 
process of developing effective guidelines for managing 
and evaluating office automation systems. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENTOFDEFENSE 
DEPARTMENT OF THE INTERIOR 

Actions Needed To Increase Federal Onshore Oil and Gas Exploration and Development 
(EMD-81-40, 2-11-81) 

Budget Function: Energy: Energy Supply (271 .O) 
Legislative Authority: Mineral Lands Leasing Act (30 U.S.C. 181 et seq.; 30 U.S.C. 351 et seq.). Federal Coal Leasing 
Amendments Act of 1975 (90 Stat. 1083). Wilderness Act ( 16 U.S.C. 113 1 et seq.). Wild and Scenic Rivers Act ( 16 U.S.C. 
1280). Department of Energy Organizatron Act (42 U.S.C. 7 101). Engle Act (Minerals). Land Policy and Management Act. 
Environmental Pokey Act of 1969 (National). 

The use of Federal lands for fossil fuels exploration has be- 
come an important issue. Managrng these lands rnvolves 
difficult trade-offs between the often-conflictrng issues of 
development, conservation, and environmental protectron. 
An examination was performed on how the exploratron and 

development of oil and gas from Federal lands could be ac- 
celerated. 

Findings/Conclusions: GAO found that the use of Federal 
lands for fossrl fuels exploratron and development is ham- 

pered by: (1) the unavailability for leasing of prospectively 
valuable Federal oil and gas lands: (2) the imposition of 
stipulations on leases which restrict exploratron and devel- 
opment; and (3) lengthy delays in the approval of Federal 

leases and drilling permrts. GAO has determined that the 
first two of these Issues are more significant due to the in- 
definite duratron of actions which have closed lands, the 
severity of strpulations on leases, the large acreages in- 
volved. and therr substantial 011 and gas potential. 

Recommendations to Congress: Congress should deter- 
mine whether It washes to be excluded from the review and 
possible disapproval of decrsrons to close lands to mineral 
leasing. If not, Congress should amend section 202(e) of 
the Federal Land Policy and Management Act to provide 
that the management decrsrons closrng lands to mineral 
leasrng and affecting smaller sized tracts should be reported 
to Congress Section 202(e) should be further amended to 
require that the Department of the Interior submit with each 
report to Congress the minerals report described in section 
204(c)(2) fJr withdrawals and any other rnformation re- 
quired in section 204(c)(2) which the Congress considers 
appropriate. Congress should also amend section 3 of the 
Engle Act so that the withdrawal rnformation for military ap- 
plicatrons conforms wrth the Land Pokey and Management 
Act’s section 204(c)(2) requirements for mineral analyses. 
Status: No action inrtiated. Date actron planned not known. 

Recommendations to Agencies: The Secretaries of Agncul- 

ture and the Interior should direct the Forest Service and 
the Bureau of Land Management, respectrvely. to establish 
standards and cntena for the use ot restrictrve strpulatrons, 
such as surtace disturbance and “no surface occupancy” 
restnctrons. Leasable lands should then be inventoried to 
determine the extent of the use of such stipulations and to 
verify if the stipulatron use meets the standards and criteria. 
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Stipulation uses which are determined to be unjustified 
should be removed. 
Status: No action initiated. Date action planned not known. 

The Secretary of the Interior should direct the Bureau of 
Land Management to: (1) change its guidelines implement- 
ing the Environmental Policy Act of 1969 to defer the re- 
quirement for environmental assessments for 011 and gas 
activities until surface disturbance is proposed: (2) establish 
standard time frames for completion of lease processrng; 
(3) work with surface management agencies to develop co- 
operative agreements and goals for lease processrng; and 
(4) develop a standard followup system for tracking out- 
standing lease applrcations. The Secretary should direct the 
Geological Survey to: (1) clearly state in its guidelines what 
the operator is required to submit; (2) review drilling permrt 
applications and notify an applrcant within 7 days of the hl- 
ing date if his application is Incomplete; (3) develop stand- 
ard procedures for tracking and recording actrons; and (4) 
coordinate with operators so that they have an archaeolo- 
gist available during joint-site inspections. 
Status: Action completed. 

The Secretary of Defense should formulate a minerals poll- 
cy, consistent with current national energy needs and 
evaluations of oil and gas potential on affected lands. that 
will provide guidance to the military services in making in- 
stallations available to leasing. 
Status: Action completed. 

The Secretary of the Interior should: (1) establish criteria 
upon which “no leasing” decisions must be based and also 
require the Bureau of Land Management to maintain 
records of “no leasing” decisions adequate enough to per- 
mit periodic congressional oversight; (2) require the Bureau 
to inventory lands which have been closed by management 
decision to oil and gas leasing, and then retain closure only 
to the extent it can demonstrate that a continuation of the 
decision not to lease is based on the criteria defined above: 
(3) direct the Bureau to give priority to evaluatmg the pre- 
Environmental Policy Act of 1969 Defense withdrawals un- 
der the Bureau’s withdrawal review program; (4) direct the 
Geological Survey to review the oil and gas potential of the 
Fish and Wildlife Service’s refuges in the lower 48 States; 
(5) direct the Bureau to develop a withdrawal review pro- 
gram to include the remaining 38 States: and (6) direct the 



Bureau to inventory and justify lands withheld from the 
simultaneous leasing system. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

Interior, DOD, and USDA strongly support most of the 
recommendations contained in the final report. Interior has 
made several changes in expediting the processing of Fed- 
eral leases and drilling permits, reducing the number and 
severity of lease restrictions, and opening more oil and gas 
lands to leasing. DOD has implemented leasing guidelines 
for military installations. USDA has developed a memoran- 
dum of understanding with Interior to help expedite the 
processing of leases. 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF ENERGY 

Department of Agriculture Could Do More To Help Farmers Conserve Energy 
(EMD-82-30, Q-30-82) 

Budget Function: Energy: Energy Conservation (272.0) 

In response to a congressional request, GAO reviewed en- 
ergy conservation measures which farmers could adopt in 
the near-term and Federal efforts to assist farmers in a- 
dopting such measures. 

Findings/Conclusions: GAO reported that energy conser- 
vatibn measures that farmers can adopt in the near-term 
include: (1) more efficient water management, which can 
conserve both energy and water in the irrigation process; 
(2) conservation tillage to reduce the number of tractor 
trips across a field and thereby reduce fuel requirements; 
and (3) more efficient use of fertilizer, grain drying, and 
the maintenance and operation of farm machinery and 
equipment. Some farmers are not implementing energy 
conservation actions because they are reluctant to change 
from traditional methods, believing such changes could 
adversely affect crop yield and income and are too risky. 
However, certain farming practices that were common- 
place only a few years ago are being reevaluated in terms 
of energy efficiency, cost, and yield potential. To over- 
come their reluctance to change, farmers need adequate 
information to assure them that energy conservation ac- 
tions are also cost effective. Although energy conservation 
information is available, it is often too general and not ap- 
plicable to individual farm situations. The Department of 
Agriculture’s (USDA) field agencies could provide farmers 
with energy conservation information and the new USDA 
Office of Energy could be the focal point for energy con- 
servation. Because of the Department of Energy’s (DOE) 
uncertain funding situation, GAO is concerned about the 
future of its program. 

Recommendations to Agencies: The Secretary of Agricul- 
ture should assign to the newly reestablished USDA Office 
of Energy responsibility for developing and carrying out 
an enhanced effort to promote energy conservation by 
farmers. Using its broad authority, this Office could coor- 
dinate and influence energy conservation activities of 
USDA field agencies to help assure that farmers receive 
assistance in identifying cost-effective energy conservation 
measures applicable to their specific farming situations. 
Status: No action initiated. Date action planned not 
known. 

The Secretaries of Agriculture and Energy should enter 
into an Interagency Agreement, pursuant to the general 
USDA/DOE Memorandum of Understanding, for USDA to 
perform the overall management and monitoring of the 
ongoing DOE energy integrated farm systems demonstra- 
tion projects. This should help assure that the Govern- 
ment’s interests are protected and that the results of these 
projects are made available to the agricultural community. 
Status: No action initiated. Date action planned not 
known. 

Agency Comments/Action 

USDA expressed its general agreement with much of the 
information provided in the report. It stated that the report 
failed to adequately consider and address the issues of 
economic feasibility and financial barriers faced by farm- 
ers in undertaking energy conservation measures. USDA 
believes that it has been carrying out many conservation 
programs which were not recognized in the report. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Federal Domestic Food Assistance Programs: A Time for Assessment and Change 
(CED-78-713, 6-13-78) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Food Stamp Act of 1977. P.L. 95-113. 91 Stat. 913. 91 Stat. 958. 91 Stat. 968. 7 U.S.C. 2017. 
School Lunch Act. 42 USC. 1760(e). Child Nutrition Act of 1966. 42 U.S.C. 1780(b). Older Americans Act of 1965. 

Thirteen major Federal domestic programs, costing 
several billion dollars annually, provide food or food- 
related assistance to needy Americans The programs are 
administered by the Department of Agriculture; the De- 
partment of Health, Education. and Welfare (HEW): and 
the Community Services Administration (CSA). 
Findings/Conclusions: These programs have helped many 
people obtain more adequate diets. However, the large 
and accelerating costs of the programs, their piecemeal 
authorization and administration, and proposals for com- 
prehensive welfare reform have created a need and op- 
portunity to examine the programs’ interrelationships and 
effectiveness. Multiple participation in the programs, which 
is sanctioned in legislation, has created a situation in 
which benefits often exceed amounts needed for thrifty 
food plan diets. Food stamp allotments ranged from 82 
percent to 164 percent of the cost of such diets. Savings 
could be realized by making adjustments for different 
ages and sexes of household members. The extent of 
food benefit gaps and overlaps cannot be measured pre- 
cisely because of inadequate data collection. Administra- 
tive problems result from varying eligibility criteria and 
procedures, lack of a uniform definition of needy, and 
inadequate program coordination. There is also a lack of 
adequate data to determine the proper level of benefits. 
interrelationships of the programs, and the nutritional ef- 
fectiveness of the programs. 
Recommendations to Congress: Congress should adopt a 
uniform definition of the word “needy” and establish con- 
sistent criteria for determining who is eligible for Federal 
food assistance programs. 
Status: No action initiated. Date action planned not 
known. 

Congress should approve an explicit national policy on 
the appropriate levels of food assistance to be provided to 
needy Americans by the Federal Government. 
Status: No action initiated. Date action planned not 
known 

Congress should authorize the Secretary of Agriculture to 
implement individualized food stamp allotments nation- 
wide if Agriculture’s demonstration projects show the ad- 
ministrative feasibility of such allotments. 
Status: No action initiated. Date action planned not 
known. 

Congress should consolidate major Federal food assis- 
tance programs by bringing under one program Federal 
cash and commodity assistance currently provided by the 

school lunch and school breakfast programs, and evalu- 
ate the need for Federal reimbursement of free milk 
served under the special milk program in elementary 
schools and child care institutions already participating in 
the school lunch, school breakfast, and/or child care food 
programs. 

Status: Action completed. 

Congress, on the basis of results of the executive branch’s 
feasibility study, should eliminate the receipt of duplicative 
benefits, particularly between the food stamp and school 
lunch programs, by allowing consideration of benefits re- 
ceived from one Federal food assistance program when 

. . 
determining ellglbtllty and benefit levels for other Federal 
food assistance programs. 
Status: No action initiated. Date action planned not 
known. 

Congress, on the basis of results of the executive branch’s 
feasibility study, should require a single State/local agency 
to be responsible for the application, certification, verifica- 
tion, referral, and monitoring aspects of designated Feder- 
al food programs to help assure, along with the authoriza- 
tion and implementation of consistent eligibility criteria 
and procedures, a more equitable and efficient delivery of 
Federal food assistance to needy Americans 
Status: No action initiated. Date action planned not 
known. 

Recommendations to Agencies: The Secretary of Agricul- 
ture, in conjunction with the Secretary of HEW and the 
Director of CSA, should initiate on a priority basis periodic 
national surveys of low-income households to determine 
the types and amounts of cash and in-kind food benefits 
received and the precise extent of current overlaps and 
gaps, both in terms of program costs and nutrient intake, 
among the major Federal programs involving food assrs- 
tance. including Aid to Families with Dependent Children 
(AFDC) and Supplemental Security Income (SSI). 
Status: Action in process. 

The Secretary of Agriculture, in conJunctIon with the 
Secretary of HEW and the Director of CSA, should pro- 
pose consistent income and asset elrglblllty requirements 
and procedures for the appropriate Federal food assls- 
tance programs and study the effects of such require- 
ments and procedures on program participation, costs, 
and work incentives. The results of this study should be 
reported to Congress along with a recommendation for 
such authorizing legislation as may be necessary. 
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Status: No action initiated. Date action planned not 
known. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should devel- 
op and implement ways to measure, in a more coordinat- 
ed, timely manner, the nutritional status of the general 
U.S. population, especially the participants and nonpartici- 
pants in the major Federal food assistance programs, in- 
cluding such traditionally high risk groups as the poor, the 
elderly, young children, and women of child-bearing age, 
and use this data to estimate the nutritional effectiveness 
of the Federal food assistance programs. 
Status: Action in process. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should estab- 
lish demonstration projects in one or more localities to 

evaluate the increased administrative cost and error, if 
any, that would result from an individualized system of 

food stamp allotments; that is, allotment levels based on a 
recipient household’s receiving the exact number of free 
food stamps needed to meet the difference between the 
cost of the thrifty food plan, as calculated for the number, 
sex, and ages of the members of that particular house- 
hold, and 30 percent of the household’s net monthly in- 
come for food stamp purposes. The demonstration proj- 
ect results should be reported to Congress. 
Status: No action initiated. Date action planned not 
kl-lOWIl. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should ex- 
plore alternatives to the Special Supplemental Food Pro- 
gram for Women, Infants, and Children (WIG) food 
delivery systems and. if appropriate, propose legislation to 
implement the best alternative. 
Status: Recommendation no longer valid/action not in- 
tended. ‘#lC vouchers are now for specific items; they 
are distributed to meet individual needs. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should pro- 
vide mechanisms to assure that persons in need of, or re- 
ceiving, specific benefits from such programs as school 
lunch, WK. title Vll, AFDC, or SSI are aware of and re- 
ferred to other food programs that they are eligible for. 
Status: Recommendation no longer valid/action not in- 
tended. With Public Law 97-35 (August 13, 1987), 
Congress prohibited use of Federal funds for outreach 
activities. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should study 
ways for encouraging the exchange of information among 
local food program administrators to assist them in identi- 
fying potential or ineligible recipients. Legislative changes 
that might be needed to implement the procedures which 
the study finds to be the most effective should be recom- 
mended to Congress. 
Status: No action initiated. Date action planned not 
known. 

The Secretary of Agriculture, in conjunction with the 
Secretary of HEW and the Director of CSA, should study 
the administrative feasibility of: (1) considering food bene- 
fits from child-feeding programs; (2) using food stamps to 
purchase free or reduced-price meals under the child- 
feeding programs; (3) adjusting thrifty food plan costs to 
reflect potential participation in the child-feeding pro- 
grams; and (4) turning over the application, certification, 
verification, referral, and monitoring aspects of the child- 
feeding programs and WIC to local welfare offices which 
now also handle food stamp certification, verification, and 
monitoring. The results of this study should be reported 
to Congress together with a recommendation for such au- 
thorizing legislation as may be necessary. 
Status: No action initiated. Date action planned not 
known. 

Agency Comments/Action 
Agriculture agreed with the Importance of the report’s is- 
sues but did not, at the time, agree with the basis for 
some of the conclusions and recommendations. Agricul- 
ture stated that a number of changes in Federal food as- 

sistance efforts are warranted, and it proposed a number 
of actions such as periodic national surveys of low-in- 
come households to determine the types and amounts of 
cash and in-kind food benefits received and the precise 
extent of current overlogs and gaps among the major 
Federal programs involving food assistance. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
OFFICE OF MANAGEMENT AND BUDGET 

Legislative and Administrative Changes To Improve Verification of Welfare Recipients’ Income Could Save Mil- 
lions 
(HRD-82-9, l-14-82) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Unemployment Tax Act (26 USC. 3304(a)). Tax Reform Act of 1976. Privacy Act of 1974. Housing 

and Community Development Act of 1974. Social Security Act (42 U.S.C. 1381). P.L. 95-216. P.L. 96-249. 

GAO was requested to review the manner in which income 
and asset information is used and verified by administering 
agencies to determine eligibility for Federal assistance pro- 
grams which provide benefits to needy individuals and fam- 
ilies. 
Findings/Conclusions: Underreporting of income and as- 
sets by recipients of benefits from needs-based programs, 
whether deliberate or otherwise, results in hundreds of mil- 
lions of dollars in improper payments each year. Current 
verification requirements and practices are not adequate to 
prevent such payments. Verification requirements vary 
widely, but generally are vague or overly restrictive. Further- 
more, some Federal laws and regulations preclude the use 
of information which, if available, would enhance the verifi- 
cation process. 

Wecommendations to Congress: Congress should amend 
the Tax Reform Act of 1976 to permit disclosure of individ- 
ual wage data, data on net eamlngs from self-employment, 
and payments of retirement income’maintained by the So- 
clal Security Administration to Federal, State, and local 
agencies administering federaliy funded needs-based pro- 
grams, whenever comparable data are not maintained at 
the State level. 
Status: Action in process. 

Congress should amend the Tax Reform Act of 1976 to 
permit disclosure of the Internal Revenue Service Informa- 
tion Return Processing File data on unearned income to 
Federal, State, and local agencies administering federally 
funded needs-based programs. 
Status: Action in process. 

Congress should require that social security numbers be 
obtained for applicants and recipients of any federally fund- 
ed needs-based program. 
Status: No action initiated. Date action planned not known. 

Congress should amend the Federal Unemployment Tax 
Act to require that all States collect individual wage informa- 
tion on a quarterly basis for use in their unemployment in- 
surance programs and in federally funded needs-based 
programs. 
Status: Action in process. 

Recommendations to Agencies: The Director of the Office 
of Management and Budget (OMB) should identify which of 
the 58 federally funded needs-based programs should use 

Social Security Administration wage, self-employment earn- 
ings, retirement income, and benefit data; Office of Person- 
nel Management (OPM) wage data; State wage data: and 
Internal Revenue Service information return data. 
Status: Action in process. 

The Director of OMB should direct that all Federal depart- 
ments and agencies responsible for the needs-based pro- 
grams issue regulations to require the use of the data with 
appropriate safeguards and that they establish mechanisms 
to monitor the use of the data. 
Status: Action in process. 

The Secretaries of Agriculture and Health and Human Serv- 
ices (HHS) should acquire and make OPM wage data avaii- 
able to agencies that administer the programs. In this re- 
gard, administering agencies would have to comply with the 
guidelines for data matching under the Federal Privacy Act 
of 1974. 
Status: Action in process. 

The Secretaries of Agriculture and HHS should require that, 
in administering the programs, Federal, State, and local 
agencies use available Federal and State wage data and SO- 
cial Security Administration retirement income and benefit 
data provided by the beneficiary data exchange and the 
State data exchange. 
Status: Action in process. 

The Secretary of Housing and Urban Development (HUD) 
should require applicants for and tenants of Section 8 
Housing to furnish copies of their Federal tax returns at the 
time of application and of recertification for use in deter- 
mining their eligibility for rental assistance. 
Stake: No action initiated. Date action planned not known. 

The Secretary of HUD should require that available Federal 
and State wage data are used in the HUD annual Section 8 
Housing management reviews to verify that housing man- 
agers are accurately determining applicants’ or tenants’ in- 
come. 
status: Action In process. 
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Agency Comments/Action 

OMB concurred and started action on the recommenda- 
tions. Although no recommendation was made to Labor, 
it has drafted legislation which would accomplrsh the 
recommendation to Congress that it amend the Federal 
Unemployment Tax Act. This legislation has been ap- 
proved by the Secretary of Labor and was submitted to 
OMB on August 30, 1982. HHS generally concurred with 
the GAO recommendations, but disagreed that: (1) there 
is a need for making OPM wage data available to agen- 
cies administering needs-based programs; and (2) it is 
impractical to require States to use data SSA provides. 
GAO plans to respond to the HHS comments. Agency 
comments were received from: OMB on March 18. 1982: 
HUD on March 23, 1982: and HHS on July 22, 1982. Ag- 
riculture’s response was sent to the committees on April 6 
and May 7, 1982; GAO received its comments on Decem- 
ber 13, 1982. Labor’s legislation, submitted to OMB in 
August 1982, was not approved; it plans to resubmit it. 
Accordingly, Labor is trying to persuade all States to be- 
come wage reporting States. HUD proposed legislation to 
provide it with the necessary authority to implement the 
GAO recommendations. 

Legislation has been introduced that would accomplish 
the recommendation to amend the Tax Reform Act of 
1976. Several other Senate and House committees have 
expressed interest in pursuing the recommendations. 
Representative Fortney H. Stark introduced legislation to 
amend the Federal Unemployment Tax Act on January 3, 
1983. This legislation is pending before the House Com- 
mittee on Ways and Means. Hearings were held on July 
14, 1983. 
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DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
FEDERAL TRADE COffltbW33ON 

Informing the Public About food--A Strategy Is Needed for Improving Communication 
(MD-82-12, 7-8-82) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 

Consumers need concise, clear food information as more 
food products come on the market and inflation drives food 
prices up. Food information, regulations, and programs 
have multiplied rapidly in the past decade. Some believe 
that the information resulting from these efforts is conflict- 
ing, confusing, and duplicative. GAO made a review to ex- 
pand on its earlier suggestion that a cooperative undertak- 
ing was needed to develop a national food information 
strategy, which would include a system for performing re- 
search on foods and educating consumers. 
Findings/Conclusions: The Federal Government has 
developed a wide array of regulations and programs to con- 
trol food labels and to encourage and teach good food buy- 
ing, storage, and preparation habits. GAO has identified 
over 125 Federal food data-gathering and information 
dissemination programs. There has been a heightened 
awareness of food issues, a safer food supply, and more 
coordination among Federal agencies with food informa- 
tion programs. However, lack of a national food information 
strategy has allowed programs and regulations to be 
developed piecemeal, so that they are sometimes incon- 
sistent; based on inadequate data; and formulated without 
integrating the research, education, and communication 
components of the food information system. The United 
States could learn from steps which other nations have tak- 
en to improve their food information systems. Three Feder- 
al agencies have proposed requiring that food labels con- 

tain certain information without proper assurance that con- 
sumers need or would use the information. In 1980. GAO 
suggested that the proposal should not be implemented 
but that an overall food information strategy be developed 
cooperatively by a committee of representatives from the 
Government, industry, academia, and consumer groups. 
Food experts also feel that a consortium of key Federal offi- 
cials should be established to pool their expertise and devel- 
op a national plan that would define U.S. food information 
needs and communication methods, provide additional 
scientific information on controversial issues, and evaluate 
existing programs. 
Recommendations to Agencies: The Secretaries of Agricul- 
ture and Health and Human Services and the Chairman of 
the Federal Trade Commission should jointly develop and 
submit to concerned congressional committees and the 
President a strategy for improving the communication of 
food information to the public. The strategy should incor- 
porate the views and ideas of the various food groups ex- 
pressed in this report. 
Status: Action in process. 

Agency Comments/Action 

HHS, USDA, and FTC are part of the Network for Better 
Nutrition to determine improved nutrition strategy for the 
communication of food information to the public. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

Progress h-fade in Federal Human Nutrition Research Planning and Coordination; Some Improvements 
Needed 
(ED-82-56, 5-2 7 -82) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 
Legislative Authority: Science and Technology Policy, Organization, and Priorities Act. Omnibus Budget Reconciliation 
Act of 1981 (P.L. 97-35). Food and Agriculture Act of 1977 (P.L. 95-l 13). Agriculture, Rural Development, and Relat- 
ed Agencies Appropriation Act, 1979 (P.L. 95-448). Agriculture and Food Act of 1981 (P.L. 97-98). 

In response to a congressional request, GAO reported on 
the planning and coordination of federally supported hu- 
man nutrition research. 
Findings/Conclusions: Considerable progress has been 
made within and among Federal human nutrition re- 

search departments and agencies since Congress called 
for improved coordination in the Food and Agriculture Act 
of 1977. The Office of Science and Technology Policy 
(OSTP) has been a major contributor to, and a catalyst 
for, improved coordination of nutrition research and has 
set the groundwork for developing an improved Federal 
coordinated nutrition research planning system. The De- 
partment of Agriculture (USDA) and the Department of 
Health and Human Services (HHS) have established nutri- 
tion coordinators and policy and coordination groups to 
deal with crosscutting nutrition issues. GAO believes that 
these coordination efforts should be continued and main- 
tained as some of the Federal departments reorganize or 
revise their nutrition research programs. Coordination 

within USDA is critically needed because of the recent de- 
centralization of its nutrition information functions from its 
nutrition research functions. Nutrition research depart- 
ments and agencies need to more clearly plan their re- 
search efforts with others through a Federal nutrition re- 
search plan. An OSTP report on human nutrition research 
is a first step toward developing such a plan, but the six 
areas discussed in the report should be developed and 
expanded into a single research plan which would include 
an assessment of needs, priorities, and strategies. Gsfing 
agency nutrition research plans are either too narrow in 
scope or are missing certain key planning components. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should amend Memorandum No. 2030, dated April 
9, 1981. which established the Human Nutrition Board of 
Scientific Counselors, to include USDA officials and ex of- 
ficio Board members and exclude them from serving as 
chairman and vice chairman of the Board. 
Status: Action completed. 

The Secretary of Agriculture should revise the charter of 
the Human Nutrition Board of Scientific Counselors to re- 
flect the USDA reorganization, including the nutrition ac- 
tivities transferred to the Assistant Secretary for Food and 
Consumer Services. 
Status: Action completed. 

The Director of OSTP should direct the OSTP Joint Sub- 
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committee on Human Nutrition Research to develop a 
Federal nutrition research plan by updating and expand- 
ing its December 1980 report on federally supported hu- 
man nutrition research. In updating the report the Sub- 
committee and the Federal departments and agencies 

should work together to develop specific goals, objectives, 
and strategies and to identify the responsibilities of the 
Federal departments and agencies and the required re- 
sources and timeframes to accomplish the research 
goals. 
Status: Action in process. 

The Secretaries of Agriculture and Health and Human 
Services, in developing their plan, should address the 
need to obtain expert and user advice and comments 
from nutritionists and other scientists; library, computer, 
and budget specialists; congressional staff; and others 
external to the Federal departments to help the Secre- 
taries develop a system that will provide research Informa- 
tion and cost data that is timely, useful, comprehensive, 
reliable, and widely accepted by Congress, the executive 
agencies, and the nutrition community. 
Status: Action completed. 

The Secretary of Health and Human Services should di- 
rect the Director of the National Institutes of Health to: (1) 
include other Federal nutrition research center representa- 
tives as participants in the planned Clinical Nutrition Re- 
search Unit (CNRU) site visits, or revisits; and (2) prepare 
a summary report on the CNRU reviews and provide the 
information to other Federal nutrition research administra- 
tors and other interested parties, such as the appropriate 
congressional committees and the scientific community. 
This report should include an assessment of all seven 
CNRU’s. 
Status: Action completed. 

Agency Comments/Action 

The OSTP Joint Subcommittee on Human Nutrition Re- 
search is developing a strategy and schedule for the time- 
ly development of the kind of plan envisioned in the GAO 
report. OSTP officials expect to complete the plan by the 
end of 1984. 



VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF THE ARMY 
DEPARTMENT OF THE INTERIOR 

Sharing the Cost of Making Federal Water Project Feasibility Studies 
(RCED-83-18, 12-6-82) 

Budget Function: Natural Resources and Environment: Water Resources (301 .O) 
Legislative Authority: Environmental Policy Act of 1969 (National) (42 U.S.C. 4332). Flood Control Act of 1970 (42 U.S.C. 
1962d-5b). Irrigation and Reclamation Act. P.L. 83-566. S. 1809 (97th Cong.). 

GAO discussed feasibility studies undertaken by the Federal 
government to resolve water resources problems and the 
factors affecting the study outcome. The purpose of the re- 
view was to determine how frequently studies did not identi- 
lj~ acceptable solutions and why. 

Findings/Conclusions: GAO estimated that, during the past 
17 years, Federal agencies have spent about $100 million 
on water project feasibility studies. In its review GAO exam- 
ined more than 1,200 studies and found that most of the 
concluded or completed studies were unable to identify ac- 
ceptable solutions to water resources problems. In many 
cases, costs to correct a water problem either exceeded the 
benefits or local government or communities did not sup- 
port the solution. GAO believes that cost sharing between 
the Federal entities and local sponsors would provide en- 
dence of local commitment to a study and any resulting 
project and thus reduce the likelihood of a solution that is 
unacceptable to the community. 

Recommendations to Congress: Congress should assure 
that cost sharing is applied uniformly by all Federal water 
resources agencies and include all direct and indirect costs 
related to performing the study. 
Status: Action in process. 

Recommendations to Agencies: The Secretaries of the 
Departments of the Army, Agriculture, and the Interior 

should direct the Chiefs of the Corps of Engineers and the 
Soil Conservation Service and the Commissioner of the 
Bureau of Reclamation to: (1) meet with the local sponsor 
to gain an understanding of the type, size, and cost of the 
project they envision; (2) evaluate the sponsor’s legal au- 
thority and financial capability to contract for and fund a 
projeb; and (3) determine whether study sponsors have 
adequately assessed the depth and likely commitment of 
support. 
Status: Action completed. 

Agency Comments/Action 

The Secretary of the Interior directed the Commissioner of 
the Bureau of Reclamation to seek out and work with local 
sponsors to assess sponsors’ expectations, capabilities, and 
constraints. The Secretary of Agriculture directed the Chief 
of the Soil Conservation Service to modify requirements in 
the National Watersheds Planning Manual. The Secretary of 
the Army commented that the recommendation will not, in 
the absence of feasibility study cost sharing, assure effective 
use of limited study funds. However, the Corps issued regu- 
lations requiring planners to comply with the recommenda- 
tion. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF THE INTERIOR 

Facilities in Many National Parks and Forests Do Not Meet Health and Safety Standards 
(ED-80-175, 10-10-80) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 
Legislative Authority: Safe Drinking Water Act (P.L. 93-523). Safe Drinking Water Amendments 1977 (P.L. 95-190). Water 
Pollution Control Act Amendments of 1972 (Federal) (P.L. 92-500). Clean Water Act of 1977 (P.L. 95-217). 

The National Park and Forest Services have not protected 
the health and safety of their visitors and employees. Sub- 
standard water and sewer systems and hazardous lodges, 
dormitories, bridges, and tunnels need to be repaired, up- 
graded, or limited in their use. 
Findings/Conclusions: Health and safety inspectors found 
some facilities to be so hazardous that they recommended 
immediate closure until the facilities could be repaired or 
upgraded. The costs of bringing facilities up to standard 
range from $5,000 to $3.2 million. The Services took a 
broad range of actions once they became aware that a facii- 
ity did not meet health and safety standards. The actions 
ranged from immediate closure of facilities to doing little. 
GAO was told of numerous actions taken to improve defi- 
cient facilities, but the improvements were often not suffi- 
cient to meet safety and health standards. During fiscal 
years 1979 through 1981, 50 percent of the construction 
funds that the Park Service recommended, and 69 percent 
of the recreation construction funds that the Forest Service 
requested were for projects other than health and safety. To 
correct identified health and safety deficiencies, the Park 
Service will have to spend about $1.6 billion, and the Forest 
Service needs about $109 million. There would have to be a 
five-fold increase in appropriations over the construction 
funds requested for fiscal year 1981. Two alternative fund- 
ing methods are: charging higher entrance and camping 
fees at parks and forests, and negotiating with concession- 
ers on a case-by-case basis to make health and safety im- 
provements on facilities they own or manage. 
Recommendations to Congress: Congress should require 
that the Secretaries of Agriculture and the Interior periodi- 
caliy report on the condition of the facilities until they are 
improved to meet all health and safety standards. 
Status: Action in process. 
Congress should repeal section 402 of Public Law 96-87 
(93 stat. 666) to permit the Park Service to increase en- 
trance fees and direct that the Services use funds resulting 
from increased entrance and camping fees for health and 
safety projects in the parks and forests where they are col- 
lected. 
Status: Recommendation no longer valid/action not intend- 

ed. Congress has funded health and safety improve- 
ments out of general revenue funds, rather than repeal- 
ing legislation to increase fees. The recommendation to 
repeal section 402 is still valid and is tracked in GAO re- 
port CED-82-84. 
Congress should give priority to funding projects for repair- 
ing and upgrading facilities with the most serious health 
and safety hazards at parks and forests. 
Status: Action in process. 
Recommendations to Agencies: The Secretaries of Agricui- 
ture and the interior should request a greater share of their 
construction funds for repairing and upgrading facilities to 
bring them up to health and safety standards. 
Status: Action in process. 
The Secretaries of Agriculture and the interior should re- 
quest a special appropriation from the Congress to correct 
the most serious health and safety hazards. 
Status: Recommendation no longer valid/action not intend- 
ed. Congress has made appropriations from general 
revenue funds to correct the most serious health and 
safety hazards. 
The Secretaries of Agriculture and the interior should nego- 
tiate with concessioners to have them make corrections to 
facilities they own or operate to bring them up to applicable 
health and safety standards. 
Status: Action completed. 
The Secretaries of Agriculture and the [nterior should take 
immediate action to correct health and safety problems 
with available funds or restrict the use of facilities that do 
not meet health and safety standards. 
Status: Action in process. 

Agency Comments/Action 

The National Park Service (NPS) has corrected or has start- 
ed correcting approximately 80 percent of the deficient 
lodges and dormitories, 60 percent of the deficient water 
and sewer systems, and 26 percent of the deficient bridges 
and tunnels identified in the report. NPS and Agriculture are 
still working toward completing action on the GAO recom- 
mendations. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF THE INTERIOR 

Better Data Needed To Determine the Extent to Which Herbicides Should Be Used on Forest Lands 
(CED-81-46, 4-17-87) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 
Legislative Authority: Environmental Policy Act of 1969 (National) (42 U.S.C. 4321). BLM Manual 9222. Forest Serv- 
ice Manual 2476.41. Forest Service Manual 2155.3. 

Vegetation management programs and practices on forest 
lands managed by the Department of Agriculture’s Forest 
Service and the Department of the [nterior’s Bureau of 
Land Management were reviewed. The main areas of dis- 
cussion were the use of herbicides, the controversy over 
herbicides, the controversy’s effect on forest land manag- 
ers, and the need for both agencies to take actions that 
would provide better information for making vegetation 
management decisions. 
Findings/Conclusions: The use of herbicides for manag- 
ing unwanted vegetation on forest lands has become a 
public controversy. In some cases, their use has been re- 
stricted. Growing opposition stemming from unanswered 
questions about herbicides’ health and environmental ef- 
fects could result in further restrictions. Although it has 
been shown that nonherbicide methods can be used to 
control unwanted vegetation in national forests, the extent 
to which these methods can replace herbicides is not 
known. Serious information gaps exist relating to the 
costs of vegetation management methods and their rela- 
tive effectiveness. Most forests GAO visited had some suc- 
cess with alternatives to herbicides. However, site-specific 
data were not available to identify why methods had suc- 
ceeded in one area but not in another. 
Recommendations to Agencies: The Secretaries of Agri- 
culture and the Interior should instruct the Chief of the 

Forest Service and the Director of the Bureau of Land 
Management, respectively, to gather more comprehensive 
and complete cost data on their site preparation and 
release projects. 
Status: Action completed. 

The Secretaries of Agriculture and the Interior should in- 
struct the Chief of the Forest Service and the Director of 
the Bureau of Land Management, respectively, to ensure 
that (1) those forests and districts relying heavily on herbi- 
cides increase the use of nonherbicide methods; and (2) 
adequate site-specific pre-treatment and post-treatment 
information is gathered and evaluated. The Secretaries 
should also instruct the agency heads to develop more 
objective criteria for determining the need for release. 
Status: No action initiated. Date action planned not 
kIlOWIl. 

Agency Comments/Action 

In 1983, the Secretaries of Agriculture and the Interior 
each issued internal regulations to gather more compre- 
hensive and complete cost data on their site preparation 
and release projects. However, neither department has 
taken any action on the last recommendation and it does 

not appear that any action will be taken. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF AGRICULTURE 
DEPARTMENT OF THE INTERIOR 

Illegal and Unauthorized Activities on Public Lands-A Problem With Serious Implications 
(CED-82-48, 3-10-82) 

Budget Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legislative Authority: Executive Order 12003. Dep’t of the interior Manual part 446. Dep’t of the Interior Order 3307. 

GAO reviewed the Federal role in providing outdoor recre- 
ation in California and Oregon. 
Findings/Conclusions: GAO noted that field officials at se- 
lected locations of the Bureau of Land Management 
(BLM) and the Forest Service are not always effectively 
enforcing laws relating to illegal and unauthorized activi- 
ties on public lands. Although the magnitude and serious- 
ness of crimes such as burglary and larceny, marihuana 
cultivation, timber thefts, and trespassing are not fully 
known, available evidence indicates that such activities are 
widespread and increasing on BLM and Forest Service 

lands. Field officials of the National Park Service are doing 
a better job of enforcing laws and regulations; neverthe- 
less, there is currently an increase in crimes against peo- 
ple and their property. In each of the three agencies, man- 
agement constraints such as travel, vehicle, and duty re- 
strictions limit efficient and effective law enforcement ac- 
tivities. Limited agency resources and the remoteness of 
the land contribute to the rise of illegal and unauthonzed 
activities. However, the agencies’ top management did not 
believe that a serious problem existed. This was due, in 
part, to a lack of information on these kinds of activities 
on the public lands managed by the agencies nationwide. 
The Department of the Interior has not developed an ef- 
fective, uniform, and timely management information sys- 
tem as GAO previously recommended. The informabon 
system of the Forest Service is new, thus statistics are not 
yet available for the entire nation. 

Recommendations to Agencies: The Secretaries of the In- 
terior and Agriculture should direct the heads of the land 
management agencies to give increased emphasis to us- 
ing the agencies’ law enforcement powers and carrying 
out their responsibilities whenever unauthorized activities 
affect resource management and use. Where necessary, 
existing regulations should be revised to deal specifically 
with the problems of crimes against persons and property, 
marihuana cultivation, timber theft, and trespassing. Also, 
the roles of land managers in enforcing such regulations 
should be clarified. 
Status: Action completed. 

The Secretaries of the Interior and Agriculture should di- 
rect the heads of the land management agencies to in- 
crease the level of law enforcement effort devoted to 
preventing and controlling the illegal and unauthorized ac- 
tivities which GAO identified. This action should instruct 
the field staffs to: (1) meet their obligations and responsi- 
bilities for dealing with these activities; and (2) foster mu- 
tual aid and cooperation with other law enforcement enti- 
bes. 
Status: Action completed. 

The Secretaries of ‘the Interior and Agriculture should dl- 

rect the heads of the land management agencies to re- 
move manpower, resource, and policy constraints which 

impede efficient and effective law enforcement efforts, to 
the extent feasible, by giving emphasis and support to 

prevention activities, including preventive patrolling, mak- 
ing vehicles available when needed, and assuring ade- 
quate coverage of law enforcement personnel through im- 
proved duty assignment planning. 
Status: Action completed. 

The Secretaries of the Interior and Agriculture should di- 
rect the heads of the land management agencies to es- 
tablish and effectively implement law enforcement infor- 
mation systems that provide management with essential 
and reliable reporting information on the seriousness and 
extent of crime on public lands. Such systems are vital to 
supervising and controlling law enforcement efforts. 
Status: Action in process. 

Agency Comments/Action 

Interior felt that the report will be helpful in the continued 
refinement of its law enforcement programs. NPS pub- 
lished proposed revisions to its rules and regulations. BIJV 
has reviewed its regulations. The Department of Law En- 
forcement Officer is reviewing and coordinating policy 
and guidelines being revised in both agencies. Agriculture, 
in a less positive response, pointed out that the Forest 
Service, during its management reviews, will measure the 
execution of regulation enforcement and, where appropri- 
ate, will direct actions to assure adequate performance 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFDEFENSE 

Export Control Regulation Could Be Reduced Without Affecting National Security 
(10-82-14, 5-26-82) 

Budget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Export Administration Act of 1979. 

GAO was requested to examine how well the export control 
system is carrying out the Export Administration Act’s na- 
tional security goal of controlling exports of militarily signifi- 
cant technology and products to the Soviet Union and other 
Eastern bloc nations. 
Findings/Conclusions: The Government carefully examines 
less than 1 out of every 17 export applications it processes. 
The need to continue licensing requirements for high-tech- 
nology products, as well as design and production technol- 
ogy related to both high- and low-technology products, to 
Communist destinations is clear. However, GAO found that 
there is little justification for continuing to license the vast 

majority of low-technology products exported to Commu- 
nist countries, non-Communist countries, and Coordinating 
Committee countries. The Department of Commerce by 
law is required to develop a recommendation for each ex- 
port application before consulting with other departments 
or agencies. In high-technology cases, Commerce cannot 
make a credible recommendation, because it lacks the in- 
formation necessary to assess military risk. Although it 
would be both impossible and cost-prohibitive to prevent all 
illegal exports, the Government recognizes that it needs to 
provide a more credible deterrent. Some constraints faced 
by the United States in controlling exports include: (1) prac- 
tical limits to cargo inspections; (2) lengthy criminal investi- 
gations and a large backlog of incomplete investigations; 
(3) difficulty in obtaining criminal convictions; and (4) no 
monitoring of conditional licenses to assure that conditions 
are being fulfilled. 
Recommendations to Congress: Congress should amend 
the Export Administration Act to have Defense make the ini- 
tial recommendation on export applications that must be 
forwarded to Defense and have the Department of Com- 
merce limit its review of these applications to those that De- 
fense recommends denying or approving with conditions. 
Slatus: Action in process. 

Recommendations to Agencies: The Secretary of Com- 
merce should consider use of Customs attaches overseas 
in enforcement investigations. 
Starus: Action completed. 

The Secretary of Commerce should require exporters to 
provide performance specifications and backup informa- 
tion as part of their export licensing application packages. 
Status: Action in process. 

The Secretaries of Commerce and Defense should review 
the Commodity Control List to identify those few low-tech- 
nology products that Defense wants to carefully examine 
before export to Communist countries and then eliminate 

the remaining low-technology products from licensing re- 
quirements. 
Status: Action in process. 

The Secretaries of Commerce and Defense should reexam- 
ine the need for licensing of high-technology products to 
Coordinating Committee countries and other allies by ex- 
ploring various alternatives that would satisfy control objec- 
tives and reduce or eliminate the burden of licensing. 
Status: Action in process. 

The Secretary of Commerce should direct Commerce re- 
viewing officials to include a full discussion of: (1) how any 
citation of past precedent relates to the case under review; 
(2) foreign companies capable of providing a similar prod- 
uct, how that product compares to the proposed export, 
and the willingness of the foreign manufacturer to sell if the 
United States were to deny an export license; and (3) intelli- 
gence information on the end user obtained from the intelli- 
gence agencies in support of Commerce’s licensing 
recommendation. 
Status: Action completed. 

The Secretaries of Commerce and Defense should elim- 
inate licensing requirements to non-Communist countries 
for low-technology products falling below the Communist 
country threshold level. 
Status: Action in process. 

The Secretary of Commerce should revise the current em- 
bedded technology guidelines in consultation with the 
Secretary of Defense to incorporate specific Defense con- 
cerns. 
Status: Action in process. 

The Secretary of Commerce should establish a system for 
identifying high-technology licenses with conditions and 
then make tests to ensure that licensing conditions are be- 
ing satisfied. 
Status: Action in process. 

Agency Comments/Action 

The President’s Committee on Regulation recommended 
to the President that all of the recommendations be a- 
dopted. Legislation to amend and extend the Export Ad- 
ministration Act beyond its expiration, September 30. 
1983, was not enacted. Export controls have continued 
since then, under international economrc emergency 
powers and limited extensions of the Act. The provisions 
of the new Export Administration Act, when enacted, will 
determine the applicability of the GAO recomendations 
and the agency actions needed to implement them. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFHOUSlNGANDURBANDEVELOPMENT 
DEPARTMENT OF THE TREASURY 
OFFICE OF MANAGEMENT AND BUDGET 

Revitalizing Distressed Areas Through Enterprise Zones: Many Uncertainties Exist 
[CED-82-78, 7- 15-82) 

Budget Function: Community and Regional Development: Community Development (45 1 .O) 
Legislative Authority: Comprehensive Employment and Training Act of 1973. Regulatory Flexibility Act. Economic 
Recovery Tax Act of 1981 (P.L. 97-34). S. 1310 (97th Cong.). H.R. 2965 (97th Cong.). H.R. 3824 (97th Cong.). 

To assist Congress in its deliberations on enterprise zone 
proposals, GAO reviewed the concept, as well as previous 
GAO reports on economic development and job creation 
programs, to identify issues concerning business develop- 
ment, job creation, and the costs of such a program. 
Findings/Conclusions: Enterprise zones have been pro- 
posed by the administration as an experimental program to 
attract businesses and jobs to distressed urban and rural 
areas through Federal tax, regulatory, and other govern- 
mental incentives. GAO reviewed past urban development 
programs for insight into the many uncertainties that exist 
within the enterprise zone concept. Federal tax relief will 
not eliminate problems such as high crime rates and infra- 
structure decay in distressed areas. Tax relief, even if cou- 
pled with Federal regulatory relief, involvement of other 
Federal programs, and State and local commitments, may 
have a limited effect in attracting businesses to distressed 
areas because: (1) tax relief may not be sufficiently attractive 
to many businesses with limited or no tax liability; (2) State 
and local governments may not be able to make needed 
program commitments; (3) the extent to which other Fed- 
eral programs will support the enterprise is unclear; and (4) 

it is uncertain what Federal regulatory relief would be of- 
fered in enterprise zones. Enterprise zone incentives could 
possibly lead to unfair competitive advantage to some 
businesses, encourage business relocations, and lead to 
residential displacement. A proposed tax credit to en- 
courage the employment of workers of all types could be 
more attractive to new businesses than to old businesses. In 
addition, a proposed employee wage credit may not be suf- 
ficient to attract workers to seek jobs in a distressed area. 
Actual program costs will not be known until the zones be- 
come operational. 
Recommendations to Congress: Congress should require 
the administering Federal agency to establish program ef- 
fectiveness criteria supported by a systematic data collec- 
tion and evaluation effort to analyze the benefits and costs 
of the program if enterprise zone legislation is enacted. 
Status: Action in process. 

Agency Comments/Action 

The administration’s current enterprise zone proposal has a 
provision responding to the report’s recommendation. 

50 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF COMMERCE 
DEPARTMENTOFSTATE 

Problems Hamper Foreign Commercial Service’s Progress 
(10-83-10, 70-78-82) 

Budget Function: international Affairs: Conduct of Foreign Affairs (153.0) 

Legislative Authority: P.L. 96-39. Reorg. Plan No. 3 of 1979. Dep’t of Commerce Organization and Function Order 41-6. 

GAO reported on problems resulting from the transfer of 
authority for commercial work from the Department of 
State to the Department of Commerce, which created the 
Foreign Commercial Service (FCS). 
Findings/Conclusions: GAO reviewed FCS operations in 
Washington, D.C., and overseas and found that numerous 
resource and policy problems have caused uneven prog- 
ress toward the revitalization of commercial work overseas. 
Because of prolonged negotiations with State on the budg- 
et transfer and the perceived unreliability of State’s budget 
figures, FCS began operations with serious monetary and 
staffing problems. GAO found deficiencies in FCS head- 
quarters staff management, recruitment, training, and 
placement programs. Commercial staffs either lack the 
necessary independence from the embassies’ economic 
sections to control their work assignments or, where there is 
sufficient independence, poor coordination between the 
commercial and economic sections resulted in inadequate 
reporting. GAO also found that the overseas staffs continue 
to concentrate on planning and administrative work and to 
neglect the active promotion of exports. 
Recommendations to Agencies: The Secretaries of State 
and Commerce should direct Ambassadors at FCS posts 
to: (1) fully abide by pertinent provisions of the State- 
Commerce Memorandum of Understanding and accom- 
panying codicil, so that supervision or authority over com- 
mercial activities overseas is not delegated below the Depu- 
ty Chief of Mission level; and (2) require regular staff meet- 
ings, at all levels, between the economic sections and FCS 
and joint distribution of economic and commercially related 
cable traffic. This will ensure FCS the necessary level of in- 
dependence and provide for an adequate interchange of in- 
formation between FCS and the economic sections. 
Status: Action completed. 

The Secretary of Commerce should direct the Under Secre- 
tary for International Trade to reduce the level of detail re- 
quired in the Post Commercial Action Plans in order to im- 
prove the post commercial planning process and decrease 
the administrative burden placed on the officers overseas. 
Status: Action completed. 

The Secretary of Commerce should direct the Assistant 
Secretary for Trade Development, in conjunction with the 
Director General of the Commercial Services, to drop the 
World Traders Data Report program in those countries for 
which there are suitable alternatives. 
Status: Action in process. 

The Secretary of Commerce should direct the Assistant 
Secretary for Trade Development, in conjunction with the 
Director General of the Commercial Services, to change the 
Agent/Distributor Service routing system to route requests 
directly between the district offices and overseas posts, with 
an information copy of all such correspondence being sent 
to Commerce headquarters. 
Status: Action completed. 

Agency Comments/Action 

Commerce has completed action on all but one of the 
recommendations. Commerce is now in the process of 
implementing the recommendation to drop the World 
Traders Data Report program in countries where alterna- 
tive private sources for such Information exist. It expects 
the program will be terminated, where appropriate, by the 
end of fiscal year 1984. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENTOFENERGY 
ENVIRONMENTAL PROTECTION AGENCY 
NUCLEAR REGULATORY COMMISSION 

Cleaning Up Nuclear Facilities: An Aggressive and Unified Federal Program Is Needed 
(EMD-82-40, 5-25-82) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Legislative Authority: Reorg. Plan No. 3 of 1970. S. 2284 (97th Cong.). 

GAO conducted a review to determine the status of Federal 
efforts and activities to correct decommissioning problems 
identified in a prior report. In addition to following up on the 
implementation of the recommendations for correcting 
these problems, GAO also evaluated how effectively the Nu- 
clear Regulatory Commission’s (NRC), the Department of 
Energy’s (DOE), the Department of Defense’s (DOD). and 
the Environmentai Protection Agency’s (EPA) decommis- 
sioning and standard-setting programs were functioning. 
The review was made as part of a continuing effort to identi- 
fy issues in the nuclear area, which will provide public health 
and safety through better Federal program administration. 

Findings/Conclusions: Nuclear facilities and sites which re- 
quire or eventually will require cleanup or other disposition 
can be tracked, evaluated, and recorded for followup action 
if needed. In the past, nuclear facilities and sites were aban- 
doned or decommissioned without adequate documenta- 
tion of their radiological status or even a record of their ex- 
istence. As a result, Federal agencies are uncertain about 
the location or status of some facilities and sites that may 
be in need of decommissioning. NRC, DOE, DOD, and EPA 
are attempting to locate and evaluate the hazards at old, 
inactive sites. Despite the problems that inadequate record- 
keeping systems have caused Federal agencies, only DOE 
is revising its current recordkeeping system to provide suffi- 
cient information on the location and radiological condition 
of its current and future nuclear facilities and sites. Federal 
decommissioning programs have not sufficiently con- 
sidered and incorporated decommissioning needs during 
the facility planning and design phase. DOE and NRC are 
making some progress in developing comprehensive 
decommissioning policies which include many of the 
necessary provisions. DOD has not initiated action to devel- 
op a comprehensive decommissioning policy. Standards 
prescribing acceptable levels of residual radioactive con- 
tamination for decommissioned nuclear facilities are not 
expected to be available until mid-l 986. EPA is responsible 
for setting these standards, but has not done so because it 
considers their development a low priority. 

Recommendations to Congress: Congress may wish to con- 
sider the general approach, suggested by DOE and dis- 
cussed in this report, related to problems faced in cleaning 
up and providing funding mechanisms for future facilities. 
Status: No action initiated. Date action planned not known. 

Congress, as part of its oversight and budgetary review 
responsibilities, may wish to closely evaluate the overall 
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priorities of DOE and work with DOE in revising these prior- 
ities to provide a consistent flow of funding for cleaning up 
the inactive facilities. 
Status: No action initiated. Date action planned not known. 

Congress may wish to consider providing DOE with the au- 
thority to carry out remedial cleanup activities for 20 sites 
under its Formerly Utilized Sites Program. 
Status: Action in process. 

Congress, through its legislative and oversight committees, 
may wish to take an active role in assuring that radiation 
standards, to guide decommissioning of nuclear facilities, 
are issued as soon as possible. 
Status: No action initiated. Date action planned not known. 

Congress should designate NRC as the lead Federal agency 
for developing and monitoring the implementation of a na- 
tional policy for the decommissioning of nuclear facilities 
and sites, ensuring that DOE and DOD provide assistance 
and input to NRC in developing this policy. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Chairman of NRC 
should revise the NRC recordkeeping system to provide for 
prompt identification of licensees who have stopped opera- 
tions, effective monitoring of licensee control over contam- 
inated facilities, assurance that facilities are cleaned up 
when licenses are terminated, and the development and 
permanent retention in a central repository of records docu- 
menting decommissioning activities. 
Status: Action completed. 

The Chairman of NRC should reevaluate and, if at all possi- 
ble, accelerate the NRC timetable for issuing a decommis- 
sioning policy with a view toward shortening the time re- 
quired to submit a paper to the Commissioners. Shortening 
the timetable would enable NRC to institute earlier front-end 
planning and funding requirements for decommissioning 
NRC-licensed facilities as a condition of licensing. The 
funding requirements should also be made applicable to 
currently active licensees. 
Status: Action in process. 

The Secretary of Defense should provide DOD-wide guld- 
ante on documentation needed to identify and monitor fa- 
cilities using nuclear materials and provide a permanent, 
centrally retained record of the radiological status of the fa- 
cilities, either when operations cease, or when decommis- 
sioning is completed. 
Status: Action in process. 



The Secretary of Defense should establish a decommis- 
sioning program that specifies criteria for selecting tentative 
decommissioning methods during the facility planning 
phase and criteria for design features to be incorporated in 
facility planning. 
Status: Action in process. 
The Secretary of Energy should establish a decommission- 
ing program that specifies criteria for selecting tentative 
decommissioning methods during the facility planning 
phase. 
Status: Action completed. 
The Secretary of Energy should resubmit the DOE pro- 
posed legislation to provide the necessary authority which it 
currently lacks to proceed with remedial cleanup of all sites 
under the Formerly Utilized Sites Program. 
Status: Action completed. 
The Administrator of EPA should reevaluate the priority as- 
signed to developing residual radioactivity standards so that 
this process can be started immediately. 
Status: No action initiated. Date action planned not known. 
The Administrator of EPA should develop and present to 
responsible committees of Congress, within 6 months from 
the date of this report, a plan setting forth the steps that are 
needed to develop and issue these standards and the dates 
that each step will be completed. 
Status: Recommendation no longer valid/action not in- 
tended. 

Agency Comments/Action 

DOE, NRC, and DOD generally agreed with the findings, 
conclusions, and recommendations and are taking or 
plan to take actions to solve the decommissioning prob- 
lems identified in the report. All three agencies disagreed 
with the recommendation that Congress designate NRC 
as a lead agency for developing and monitoring a national 
decommissioning policy. EPA disagreed with the recom- 
mendations concerning the timely establishment of stand- 
ards to govern the decommissioning activities of other 
Federal agencies. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF DEFENSE 
DEPARTMENTOFENERGY 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Agency Implementation of Cost Accounting Standards: Generally Good but More Training Needed 
(PLRD-82-57, 3-24-82) 

Budget Function: National Defense: Department of Defense - Procurement and Contracts (051.2) 
Legislative Authority: 4 C.F.R. 3. P.L. 91-379. DAR. App. 0. DOD Instruction 5126.45. 

GAO examined how certain agencies are implementing 
cost accounting standards which must be observed in both 
existing and future negotiated national defense contracts. 
Findings/Conclusions: The Departments of Defense and 
Energy and the National Aeronautics and Space Adminis- 
tration (NASA) have developed generally adequate internal 
organizations to implement the standards. In addition, in- 
teragency organizations have been established to ensure 
the necessary cooperation among the agencies in imple- 
menting the standards. While new standards are no longer 
being promulgated, continuing implementation problems 
require that some organizational structure be retained to 
resolve these problems, to provide guidance in the area of 
cost measurement, and to ensure a uniform approach to- 
ward the standards and cost measurement in general. 
Agencies have generally made the standards, rules, and 
regulations available to their field offices in a timely manner. 
However, GAO found much duplication in the distribution 
and reproduction of this material which could be eliminated 
by using a single page reference to the Code of Federal 
Regulations to publish the cost accounting standards re- 
quirements. Some agencies involved in the procurement 
process should improve their cost accounting standards 
training process. This training should be required of all pro- 
curement personnel who will be involved with national de- 
fense contracts, and advanced training should be made 
available to personnel designated as experts. The formal 
recognition of experts and the prescription of appropriate 
training programs are matters needing further attention. 
The quality of information in the Federal procurement data 
bank needs improvement since it contains errors regarding 
cost accounting standards clauses. 
Recommendations to Agencies: The Secretaries of Defense 
and Energy and the Administrator of NASA should elim- 
inate appendix 0 of the Defense Acquisition Regulations or 
comparable agency procurement regulation appendixes 
and insert one page citing Title 4, Chapter Ill of the Code of 
Federal Regulations as a source of reference for the cost 
accounting standards. The need to reprint all of the stand- 

ards in the relevant procurement regulations could thus be 
avoided. 
Status: Recommendation no longer valid/action not intend- 
ed. DOE states that it is in compliance with the recom- 
mendation. DOD does not agree with the recommenda- 
tion. NASA will follow the DOD lead. 
The Secretaries of Defense and Energy and the Administra- 
tor of NASA should require cost accounting standards train- 
ing as part of the entry-level training for all series GS 1102 
contract management and procurement personnel who will 
be involved with national defense contracts. 
Status: Action in process. 
The Secretaries of Defense and Energy and the Administra- 
tor of NASA should provide advanced training, such as a 
2-week training course in cost accounting standards, to ad- 
ministrative contracting officers charged with the responsi- 
bility of dealing with cost accounting standards issues. 
Status: Action in process. 
The Secretaries of Defense and Energy and the Administra- 
tor of NASA should strengthen their internal controls to in- 
crease the accuracy and reliability of contract data recorded 
on forms currently sent to the Federal Procurement Data 
Center. 
Status: Action in process. 

Agency Comments/Action 

The agencies concur overall and have initiated actions to 
comply with the recommendations. The actions are of a 
continuous nature with no completion date as such. They 
include: (1) reactivation of the DOD Worlung Group: (2) a 
proposal to establish a DOD/Cost Accounting Standards 
(CAS) Board; (3) revision of the basic NASA procurement 
course to include a section on CAS laws and regulations; 
(4) establishment of a new procurement assistance data 
system at the Department of Energy (DOE) to reduce 
procurement reporting errors: and (5) giving contracting 
officers priority in attending an advanced CAS course 
(DOE). 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
VETERANS ADMINISTRATION 

Millions Can Be Saved Through Better Energy Management in Federal Hospitals 
(HRD-82-77, 9-l-82) 

Budget Function: Energy: Energy Conservation (272.0) 
Legislative Authority: Energy Conservation Policy Act (P.L. 95-619). 10 C.F.R. 436. Executive Order 12003. 

GAO discussed the potential of Federal hospitals to reduce 
energy consumption and costs through improved energy 
management. 
FlndingsConclusions: GAO found a potential for additional 
energy savings at the 19 hospitals it visited. Furthermore, 
they had not implemented many low-cost conservation 
measures, which include reducing hot-water temperature, 
installing water-flow restrictors, repairing duct insulation, 
and installing low-wattage fluorescent lighting. GAO identi- 
fied conservation opportunities at several hospitals which 
would drastically reduce their annual energy costs, and 
many of the energy savings measures would pay for them- 
selves in less than a year. Conservation measures used by 
non-Federal institutions can be implemented while keeping 
lighting, temperature, humidity, and airflow within prescrib- 
ed agency standards and without otherwise affecting patient 
safety or comfort Most non-Federal hospitals have aggres- 
sive energy saving programs which have resulted in savings 
around the 20- to 40-percent range. Comparable savings 
by Federal hospitals have not been achieved, primarily be- 
cause of weaknesses in their energy management pro- 
grams. GAO believes that Federal hospitals, in order to 
achieve savings of 20 to 40 percent, would have to finance 
conservation measures costing about two to three times 
their estimated annual savings. The more costly measures 
should result in savings that would recover the required in- 
vestment in 3 years or less, with additional savings continu- 
ing throughout the life of the equipment or building. 

Recommendations to Agencies: The Secretary of Defense 
should require that the Secretary of the Army and the 
Secretary of the Air Force: (1) conduct technical audits in 
Federal hospitals using qualified energy personnel; (2) es- 
tablish for each Federal hospital quantifiable energy conser- 
vation goals based on its energy-saving potential; (3) direct 
Federal hospitals to maintain data and report on their ener- 
gy use; (4) provide their hospitals comprehensive informa- 
tion on low-cost conservation measures applicable to hos- 
pitals; (5) direct Federal hospitals to implement cost- 
effective, low-cost conservation measures: (6) monitor the 
results of energy-saving efforts in Federal hospitals and take 
action to assure that feasible conservation measures are 
implemented when these results are not satisfactory; and 
(7) reset hospitals’ energy conservation goals based on 
results of technical audits or when Formerly established 
goals have been reached and cost-effective measures still 
remain. 
Status: Action in process. 

The Secretary of Defense should require that the Secretary 
of the Navy: (1) conduct technical audits in Federal hospi- 
tals using qualified energy personnel; (2) establish for each 
Federal hospital quantifiable energy conservation goals 
based on its energy-saving potential: (3) provide its hospi- 
tals comprehensive information on low-cost conservation 
measures applicable to hospitals; (4) direct Federal hospi- 
tals to implement cost-effective, low-cost conservation 
measures; (5) monitor the results of energy-saving efforts in 
Federal hospitals and take action to assure that feasible 
conservation measures are implemented when these 
results are not satisfactory; and (6) reset hospitals’ energy 
conservation goals based on results of technical audits or 
when formerly established goals have been reached and 
cost-effective measures still remain. 
Status: Action in process. 

The Secretary of the Department of Health and Human 
Services should require that the Indian Health Service: (1) 
establish for each Federal hospital quantifiable energy con- 
servation goals based on its energy-saving potential; (2) di- 
rect Federal hospitals to maintain data and report on their 
energy use; (3) provide its hospitals comprehensive infor- 

mation on low-cost conservation measures applicable to 
hospitals; (4) direct Federal hospitals to implement cost- 
effective, low-cost conservation measures; (5) monitor the 
results of energy-saving efforts in Federal hospitals and take 
action to assure that feasible conservation measures are 
implemented when these results are not satisfactory; and 
(6) reset hospitals’ energy conservation goals based on 
results of technical audits or when formerly established 
goals have been reached and cost-effective measures still 
remain. 
Status: Action in process. 

The Administrator of Veterans Affairs should: (1) conduct 
technical audits in Federal hospitals using qualified energy 
personnel; (2) direct Federal hospitals to implement cost- 
effective, low-cost conservation measures; (3) monitor the 
results of energy-saving efforts in Federal hospitals and take 
action to assure that feasible conservation measures are 
implemented when these results are not satisfactory; and 
(4) reset hospitals’ energy conservation goals based on 
results of technical audits or when formerly established 
goals have been reached and cost-effective measures still 
remain. 
Status: Action in process. 
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Agency Comments/Action 

In general, the Veterans Administration and the Depart- 
ments of Defense and Health and Human Services con- 
curred with the recommendations and have started to im- 
plement them. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENT OF STATE 
DEPARTMENT OF THE TREASURY 

Unrealistic Use of Loans To Support Foreign Military Sales 
(lP83-5, 7-79-83) 

Budget Function: International Affairs: Military Assistance (152.0) 
Legislative Authority: Arms Export Control Act. 12 USC. 2285. 12 USC. 2290. 

GAO reviewed the security assistance programs to deter- 
mine whether these programs are tailored to the ability of 
recipient countries to pay for their military imports. 
Findings/Conclusions: GAO found that, due to concerns 
over the size of the budget, the executive branch and 
Congress are keeping as much of the program off-budget 
as possible. On-budget loans can be made at flexible in- 
terest rates tailored to the countries’ abilities to repay. How- 
ever, the off-budget approach requires many countries to 
pay the same interest rate charged to the Treasury plus a 
fee to acquire the funds which many countries may not be 
able to afford. The Guaranty Reserve Fund, which is used to 
guarantee these off-budget loans, is undercapitalized in re- 
lation to the risks taken. The result might be that a future 
Congress will need to appropriate billions of dollars to fund 
a program authorized by a prior Congress. Furthermore, 
these loans delay rather than resolve the question of how to 

fund military imports for less developed countries. 
Recommendations to Congress: Congress should: (1) place 
the entire foreign military sales program on-budget in the 
International Affairs account to reflect true budgetaly costs; 
and (2) provide funds to the Guaranty Reserve Fund that 
establishes a level based on the nature and size of its 
current contingent liability covered by the Fund. 
Status: Action in process. 

Congress should: (1) approve a flexible security assistance 
financing program that recognizes the potential financial 
burden placed on the economies of developing countries 
by military imports: and (2) amend the Arms &port Control 
Act to allow for low-interest direct loans to have maturities 
up to 30 years for those countries facing short- and 
medium-term economic problems. 
Status: Action in process. 

Agency Comments/Action 

The House Committee on Foreign Affairs, Subcommittee 
on International Security and Scientific Affairs, held hear- 
ings on the report in March 1983. Representatives from 
the Departments of State, Defense, and the Treasury, as 
well as from GAO, provided comments on the issues dis- 
cussed in the report. The fiscal year 1985 budget provides 
for: (1) placing the entire Sales Program on-budget: (2) 
funds to replenish the Guaranty Reserve Fund; and (3) a 
flexible financing program containing market rate loans, 
concessional interest rate loans, and grant aid. These 
changes will incorporate all of the recommendations in 
the report. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENT OF TRANSPORTATION 

Potential Joint Civil and Military Use of Military Airfields 
(RCED-83-98, 3-l-83) 

Budget Function: Transportation: Air Transportation (402.0) 
Legislative Authority: Airport and Airways Development Act of 1970 (P.L. 91-258). Airport and Airway Improvement Act of 
1982 (P.L. 97-248): Feheral Airport Act (P.L. 79-377). 

In response to a congressional directive, GAO evaluated the 
feasibility of making domestic military airports and airport 
facilities available for joint civilian and military use to the 
maximum extent compatible with national defense require- 
ments. 

The Secretaries of Defense and Transportation should, in 
performing the required study to evaluate military airfields 
for potential joint use, determine if land is available to house 
civilian operations. 
Status: Action in process. 

Findings/Conclusions: GAO found that 23 domestic miii- 

tary airfields now operate under the joint-use concept. 
Seven of these airfields authorize unrestricted use by ail ci- 

vilian aircraft, while the remaining facilities restrict use to se- 
lected types of aircraft or operations. The mix of civilian and 

military aircraft operating from joint-use airfields ranged 
from those with very similar characteristics to those with 
widely differing characteristics. Problems which GAO found 
in the program included: (1) military concerns that civilian 
use of the airfield will interfere with military missions, opera- 
tions, or security; (2) lack of available land on or adjacent to 
the military airfield to house civilian operations; and (3) lack 
of civilian sponsors resulting from either community oppo- 
sition due to concerns over potential increases in noise, 
safety risks, and other environmental factors, or the lack of 
a real need for joint use of the airfield. When these prob- 
lems can be overcome, GAO found that joint use can be 
viewed as a feasible option. GAO was not able to determine 
the cost and development requirements for making military 
airfields available for future joint use because the data need- 
ed to perform the analysis were either not available or were 
not current. However, GAO identified factors that must be 
included in making such an assessment. While GAO con- 
curs that the potential exists for considerable savings, it 
questions the reliability of the Federal Aviation Administra- 
tion’s $1.5 billion figure. 

Recommendations to Agencies: The Secretaries of Defense 
and Transportation should, in performing the required 
study to evaluate miiltary airfields for potential ]olnt use, es- 
tablish that a valid need exists for civilian use of a military 
airfield, taking into account such matters as capacity con- 
straints, airspace congestion, and safety in the area where 

joint use is proposed. 
Status: Action in process. 

The Secretaries of Defense and Transportation should, in 
performing the required study to evaluate military airfields 
for potential joint use, identify and assess any adverse im- 
pact on military mlssion. operations, and security. 
Status: Action In process. 

The Secretaries of Defense and Transportation should, for 
cases where these issues have been dealt with and joint use 
is considered operationally feasible. determine whether 
community opposition exists in cooperation with the civilian 
sponsor and, if so, attempt to resolve it. 
Status: Action in process. 

The Secretaries of Defense and Transportation should, in 
evaluating military airfields for potential joint use, estimate 
cost and development requirements by, at a minimum, 
identifying, developing, and analyzing the following factors: 
(1) number and type of civilian and military aircraft pro- 
posed to use the airfield; (2) number of operations pro- 
posed; (3) services to be provided (maintenance, fuel); (4) 
structures to be built (hangers, canopies, terminals); (5) 
land to be acquired; (6) parking area needed (aircraft, auto- 
mobile); (7) access roads to be constructed; (8) ramps, taxi- 
ways, and aprons required; and (9) security measures re- 
quired (fences, guards). 
Status: Action in process. 
The Secretaries of Defense and Transportation should, after 
analyzing the above factors and identifying military airfields 
that are operationally feasible for joint use, prepare a de- 
tailed cost-benefit analysis to determine whether developing 
each airfield for joint use would be cost effective. 
Status: Action in process. 

Agency Comments/Action 
Both the Departments of Defense and Transportation con- 
cur with the GAO conclusions and recommendations. The 
approach described by GAO, when considering military air- 
fields for joint civil and military use, is currently being pur- 
sued by the two departments in conjunction with the 
preparation of their plan for such use of military airfields. As 
of February 17, 1984, the final plan had not been signed by 
both Secretaries. A detailed cost-benefit analysis for each 
location selected will be performed at a later date. The anal- 
ysis will be done on a location-by-location basis prior to is- 
suance of Airport Improvement Program grants to local 
sponsors for developing needed facilities at potential joint 
use military airfields. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFDEFENSE 
DEPARTMENT OF TRANSPORTATION 

Federal Actions Needed lo Retain Essential Defense Rail Service 
(PLRD-83-73, 5-20-83) 

Budget Function: National Defense: Department of Defense - Military (Except Procurement and Contracting) (051.0) 
Legislative Authority: P.L. 96-418. . 

GAO examined the Department of Defense’s (DOD) and these actions and alert the appropriate congressional com- 

the Department of Transportation‘s (DOT) efforts to maln- mittees if existing statutes or policies would adversely affect 

tain minimum levels of rail service at defense installations completion of these actions. 
and to identify and correct rail deficiencies. Status: Action in process. 

Findings/Conclusions: Despite the conclusions of a DOD 
study which determined that the condition of network and 
branch rail lines was satisfactory for national defense, GAO 
found that the number of military installations confronted 
with the potential loss’ of rail service is growing and that 
there may be a need for congressional action to ensure that 
minimum essential rail service is retained for mobilization 
needs. Although DOD is spending millions of dollars to im- 
prove rail capabilities at its installations, DOD cannot be as- 
sured that the rail network will move the required defense 
materiel and equipment during mobilization. GAO believes 
that the case-by-case basis by which DOD presently solves 
its maintenance service problems on branch lines could 
prove costly and ineffective in the long run. GAO believes 
that DOD must determine the minimum amount of rail ca- 
pability needed and routinely explore the alternatives and 
their costs with DOT. GAO found that the data on transpor- 
tation movement capability reported by installations con- 
tained conflicting information; that some planned projects, 
if funded, would result in capabilities beyond what the serv- 
ices estimate would be needed during mobilization; and 
that a DOD concept of using motor convoys as a method of 
moving equipment has not been subject to extensive analy- 
sis and testing. Consequently, its feasibility and practicality 
for long distance transportation during mobilization are un- 
certain. 
Recommendations to Agencies: The Secretary of Defense 
should explore the options for retaining the minimum es- 
sential rail service to defense installations with mobilization 
missions and develop a comprehensive policy to ensure 
such service is retained. This policy should address issues 
such as: (1) alternatives and their costs to meet defense 
mobilization movement needs; (2) minimal essential rail 
service needs: (3) the amount of funding required to ensure 
this minimal level; and (4) the need for any legislative 
changes to ensure that essential rail services to installations 
are retained. The Secretary should establish milestones for 

The Secretary of Transportation should explore the options 
for retaining the minkmum essential rail service to defense 
installations with mobilization missions and develop a com- 
prehensive policy to ensure such service is retained. This 

policy should address issues such as: (1) alternatives and 
their costs to meet defense mobilization movement needs; 
(2) minimal essential rail needs; (3) amount of funding re- 
quired to ensure this minimal level; and (4) need for any 
legislative changes to ensure essential rail services to instal- 
lations are retained. The Secretary should establish mile- 
stones for these actions and alert the appropriate congres- 
sional committees if existing statutes or policies would ad- 
versely affect completion of these actions. 
Status: Action in process. 

The Secretary of Defense should: (1) modify DOD reporting 
requirements to ensure that defense installations accurately 
report their outloading and receiving capabilities to meet 
peacetime and mobilization movement needs and identify 
the key constrainlng factors; (2) establish procedures to en- 
sure rail maintenance projects are appropriately justified 
and cost effective; and (3) reevaluate the feasibility and 
practicality of DOD movement criteria to include road 
marching vehicles for distances up to 800 miles. 
Status: Action in process. 

Agency Comments/Action 

The Assistant Secretary of Defense (MRAGL) stated that 
comments to the draft report continue to reflect the DOD 
position. GAO has accepted the DOD suggested changes 
to the recommendation concerning a joint DOD/DOT re- 
view of options for retaining essential rail service. DOD has 
begun a review of options and procedures with DOT and 
will review the results of these efforts at a liaison meeting in 
Fall 1984. They will determine the need for action by 
Congress at that time. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF DEFENSE 
VETERANS ADMINISTRATION 

The Congress Shoe/d Mandate Formation of a Military-VA-Civilian Contingency Hospital System 
(HRD-80-76, s-26-80) 

Budget Function: Health: Health Planning and Construction (551.3) 

In response to a request, GAO reviewed the Department of 
Defense’s (DOD) plans to use nonmilitary hospitals to treat 
battlefield casualties in the event of war or conflict. The 
need for developing a contingency hospital system consist- 
ing of DOD, the Veterans Administration (VA), and civilian 
medical resources is discussed. The primary emphasis is 
that the VA role should be greater than currently planned by 
DOD. The extent of support VA will provide DOD in treating 
returning battlefield casualties is the most important issue 
in developing a civilian-military contingency hospital system 
for medical treatment of wartime casualties. DOD has 
looked primarily to civilian medical resources to meet anti- 
cipated shortfalls should the United States become involved 
in war. Only recently has specific consideration been given 
to VA medical capability. DOD officials said that civilian re- 
sources would still be needed to treat battlefield casualties 
even if DOD and VA resources were fully used for that pur- 
pose. 
FIndingsConclusions: DOD recently revised several as- 
pects of its original system. Major changes appear to be: 
(1) elimination of a new, possibly duplicative administrative 
structure as originally proposed; and (2) reliance on the mil- 
itary services for patient administration responsibilities. 
GAO agreed with these revisions. DOD revised plans are 
still unclear about how civilian beds and staff would be 
made available. Available beds and staff should be identified 
assuming patients are discharged early whenever possible 
and nonemergency admissions are restricted during the 
war surge period. Failure to resolve issues regarding civilian 
physician and hospital reimbursement and liability could 
limit implementation of the planned system. VA should be 
much more involved in planning and caring for battlefield 
casualties than it would be in caring only for those who will 
not return to duty. Just how much VA can participate is 
questionable. DOD has not told VA what its needs are, nor 
has VA told DOD what its capabilities are. GAO believes that 
the Nation should prepare for a possible conflict by plan- 
ning to appropriately use Federal medical resources before 
calling on civilian resources. A strong peacetime medical 
resources sharing program could provide a more effective 
relationship between VA and DOD that could prove invalu- 
able in war. 

Recommendations to Congress: Congress should enact 
legislation which provides that both DOD and VA fully par- 
ticipate in Federal medical planning for and care of return- 
ing wartime casualties. Such legislation should: ( 1) give VA 
the mission of providing direct medical support to DOD for 
treating battlefield casualties; (2) place battlefield casualties 
above veterans with non-service-connected, nonemergency 
conditions in priority for care; and (3) remove numerous 

obstacles to interagency sharing, as GAO previously recom- 
mended, so that VA and DOD may establish a strong 
peacetime medical resources sharing program to serve as 
an effective foundation for a military-VA-civilian contingency 
hospital system. 
Status: Action completed. 
Recommendations to Agencies: The Secretary of Defense 
and the Administrator of Veterans Affairs should develop 
and establish the framework for a military-VA-civillan con- 
tingency hospital system. As part of this development, a 
mechanism should be established for obtaining civilian 
medical care capability that: (1) recognizes the responsibill- 
ties of the Federal Emergency Management Agency, the 
Department of Health and Human Services, and other Fed- 
eral agencies during war or conflict; and (2) adequately 
considers other unresolved issues, such as physician reim- 
bursement and liability, and ground transportation availabil- 
ity. 
Status: Action in process. 
The Administrator of Veterans Affairs should ascertain the 
extent to which VA affiliated hospitals would be able to as- 
sist VA in treating battlefield casualties. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency considered the recommendation and 
decided that, to keep the wartime nonmilitary hospital 
system simple, affiliated hospitals should enroll in the ci- 
vilian-military contingency hospital system directly rather 
than through VA 
The Secretary of Defense should determine the optimal 
number and placement of U.S. aeromedical staging facili- 
ties with emphasis on locations near concentrations of mili- 
tary and VA medical resources. 
Status: Action in process. 

The Secretary of Defense and the Administrator of Veterans 
Affairs should identify Federal and civilian capability that 
could be provided assuming that: (1) patients are dis- 
charged early whenever possible; and (2) nonemergency 
admissions are restricted during the war surge period. 
Status: Action in process. 
The Secretary of Defense and the Administrator of Veterans 
Affairs should analyze DOD and VA medical care resources 
to determine the Federal patient treatment capability on a 
time-phased basis. This analysis should be made first near 
existing DOD aeromedical staging facilities, but should also 
include other locations where there are large concentra- 
tions of DOD and VA medical resources. 
Slatus: Action in process. 

The Secretary of Defense should compare the medical care 
requirements calculated under various wartime scenarios 



with available Federal medical resources to determine how 
much and what type of civilian medical care capability 
would be needed to augment Federal capability. 
Status: Action in process. 

The Secretary of Defense, in concert with other agencies 
having contingency planning responsibilities, should as- 
sume overall coordinating responsibility for plans jointly 
developed by DOD and VA using Federal medical re- 
sources and necessary civilian medical capability under the 
military-VA-civilian contingency hospital system. 
Status: Action completed. 

The Administrator of Veterans Affairs should provide esti- 
mates to DOD concerning its potential capabilities, in terms 
of both facilities and staffing, to treat returning battlefield 
casualties regardless of whether those casualties would be 
expected to return to duty. Such estimates should be based 
on the assumptions that patients would be discharged early 
whenever possible and nonemergency admissions would 
be restricted during the war surge period. These estimates 
should be developed through the joint DOD-VA planning 
effort to establish a military-VA-civilian contingency hospital 
system. 
Status: Action in process. 

Agency Comments/Action 

The agencies are in general agreement with the recom- 
mendation in the report. As the result of a followup re- 
port issued June 14, 1983 (HRD-83-59) and continued 
monitoring, GAO found that, although DOD and VA have 
made progress in developing wartime support linkages 
with each other and civilian hospitals, some issues have 
not yet been fully resolved. For the most part, DOD and 
VA are aware of these issues and are attempting to 
resolve them. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF EDUCATION 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
DEPARTMENT OF STATE 
DEPARTMENT OF THE TREASURY 
Internal Revenue Servlce 

Implementing GAO’s Recommendations on the Social Security Administration’s Programs Could Save Billions 
(HRD-87-37, 72-37-80) 

Budget Function: Income Security: General Retirement and Disability Insurance (601.0) 
Legislative Authority: Social Security Disability Amendments of 1980 (P.L. 96-265). Social Security Act (42 USC. 418; 42 
U.S.C. 415(a); 42 U.S.C. 1383(e)(2)). 20 C.F.R. 416. 45 C.F.R. 233.10(b)(3). 45 C.F.R. 233.20(b)(l). H.R. 4904 (96th 
Cong.). 

Income security programs account for over one-third of the 
Federal budget. The Social Security Administration (SSA) 
administers some of the largest income security programs, 
including Old-Age and Survivors Insurance, Disability Insur- 
ance, Supplemental Security Income (SSI), and Aid to Fam- 
ilies with Dependent Children (AFDC). GAO has issued 
numerous reports recommending changes in SSA income 
security programs. Therefore, GAO undertook a review of 
the income security programs managed by SSA to deter- 
mine what actions have been taken on previous recom- 
mendations and what still needs to be done. 
FlndlngelConcluslons: In its review, GAO found that fully 
implementing its recommendations would save $ I .3 billion 
in fiscal year 1982 and about $4.5 billion in fiscal years 
1983 to 1985. There would be similar savings in later years. 
The recommendations that would produce the most sub- 
stantial savings would affect the Federal Old-Age and Sur- 
vivors Insurance and Disability Insurance Trust Funds and 
would require changes to the Social Security Act. 

Recommendations to Congress: Congress should amend 
the Social Security Act to require States to deposit social 
Security taxes semi-monthiy or biweekly. 
Status: No action initiated. Date action planned not known. 
Congress should amend the Social Security Act to revoke 
section 224(d), which allows States to offset their portion of 
disability benefits. 
Status: Action completed. 
Congress should consider requiring States to deposit Social 
Security taxes using the same schedule that States now use 
to deposit withheld income taxes. 
Staatus: Action completed. 
Congress should amend the Social Security Act to compute 
benefit amounts to the nearest penny or to the nearest 10 
cents as proposed by the Secretary of HEW. 
Status: Action completed. 
Congress should eliminate the minimum benefit provision 
for new beneficiaries. To minimize the hardship to the few 
needy beneficiaries not eligible for SSI, Congress could au- 
thorize a limited SSI payment which would replace the por- 
tion of the Social Security benefit lost through eliminating 
the minimum benefit provision. 
Status: Action completed. 
Congress should arnend the Social Security Act to require 
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that the Social Security offset be made effective when work- 
ers’ compensation benefits are awarded, rather than when 
SSA is notified of the award. 
Status: Action completed. 
Congress should amend the Social Security Act to provide 
for determining SSI benefit eligibility and payment amounts 
on a monthly retrospective basis rather than the quarteriy 
prospective basis. 
Status: Action completed. 

Congress, in cooperation with the Department of Health 
and Human Services (HHS), should determine the controls 
that would best provide additional appropriate and feasible 
financial incentives and enact legislation to establish them 
to effectively control AFDC payment errors. Congress 
should consider the HHS study to determine an ultimate er- 
ror rate goal in establishing the needed financial incentives. 
Status: Action completed. 
The House and Senate Appropriations Committees should 
retract the conference committee directive for Federal fiscal 
sanctions against States based on the AFDC quality control 
error rates. 
Status: Recommendation no longer valid/action not in- 
tended. As part of the Tax Equity and Fiscal Responsi- 
bility Act of 1982, Congress enacted a permanent 
sanction for excess State errors above 4 percent in fis- 
cal year 1983 and 3 percent in fiscal years 1984 and 
1985. 

Congress should amend the Social Security Act to discon- 
tinue student benefits for postsecondaly students and take 
steps to assure that the Department of Education will have 
sufficient financial resources to meet any increased 
demand for aid arising from discontinuance of these bene- 
fits. 
Status: Action completed. 

Congress should consider whether the Emergency Assis- 
tance Program should continue. If Congress determines 
that the program should continue, it should review the posi- 
tions of the Department of Health and Human Services and 
the courts, including the U.S. Supreme Court, concerning 
the eligibility and the type of extent of emergencies covered. 
It should then, if necessary, amend the legislation to clearly 
indicate congressional intent 
Status: Recommendation no longer valid/action not intend- 



ed. Congress considered the continuance of the Emer- 
gency Assistance Program in the 97th Congress as part 
of the Tax Equity and Fiscal Responsibility Act of 1982, 
but changes to the program were deleted from this legis- 
lation when it passed Congress. 

Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 
SSA to review all retroactive SSI payments of $2,000 or 
more. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to complete the analysis of the 
district office experiment with centralizing overpayment 
recovery workload and the need for a full-time overpayment 
specialist. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to change the computer pro- 
gram provision, so that termination will not automatically 
occur on any account that is or drops below $200 until after 
three demand notices are issued. 
Status: Recommendation no longer valid/action not intend- 
ed. SSA revised its automatic determination policy in 
January 1982. 
The Secretary of Health and Human Services should direct 
the Commissioner of SSA to fully implement the nine 
recommendations not fully implemented. 
Status: Action completed. 

me Secretary of Health and Human Services should direct 
the Commissioner of SSA to immediately refine its man- 
agement information system to define the exact con-W+ 
con of the outstanding balance of unsettled accounts. This 
should include potential adjustment cases, accounts being 
recovered through installments, case where recovery will be 
ampted from individuals no longer on the benefit rolls, 
and the length of time each overpayment has been out- 
standing. 
status: Action completed. 

The Secretary of Health and Human Services should moni- 
tor SSA efforts to determine from other existing social secu- 
rity records the social security numbers for those depend- 
ent children missing their numbers, especially students, and 
record them in the payment records. 
Stslus: Action in process. 
The Secretary of Health and Human Services should moni- 
tor SSA efforts to develop and implement a comprehensive 
program to obtain and use State and local data to compute 
benefits for all its income maintenance programs. 
status: Action in process. 
The Secretary of Health and Human Services should direct 
the Commissioner of SSA to compare the social security 
numbers of all dependent children currently receiving bene- 
fits to eliminate duplicate payments or to correct instances 
where different dependents have the same recorded social 
security number. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to report to Congress the results 
of its review on obtaining aliens’ overseas asset information 
from the Immigration and Naturalization Service and the fu- 
ture application of this mechanism for reducing aliens’ eligi- 
bility for SSI benefits. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to adopt a stronger and more ac- 
tive management role in recovering SSI overpayments by 
establishing standards for timely processing of SSI overpay- 
ments. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to adopt a stronger and more ac- 
tive management role in recovering SSI overpayments by 
developing a quality control mechanism to assure perform- 
ance in accordance with SSA overpayment policies and 
procedures. 
Status: Recommendation no longer valid/action not intend- 
ed. SSA stated that it could not install a quality control 
mechanism because it would not be cost effective. SSA 
tested an alternative overpayment review system and 
found that it was not cost effective. 
The Secretary of Health and Human Services should seek 
legislation to authorize offsetting overpayments against title 
II and other Federal benefit-paying programs. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
the Commissioner of SSA to adopt a stronger and more ac- 
tive management role in recovering SSI overpayments by 
developing, through use of the quality control mechanism, 
more useful and less subjective criteria to determine wheth- 
er an overpaid recipient was with or without fault in causing 
the overpayments. 
status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to make a nationwide review to 
identify nursing homes failing to complete and return the 
reporting form when SSI recipients are admitted. 
srims: Recommendation no longer valid/action not intend- 
ed. SSA decided not to perform a nationwide review. 
According to SSA, such reviews are no longer necessary 
because field offices are now maintaining close liaison 
with Medicaid facilities and agency procedures for ob- 
taining timely notification of SSI recipient admission to 
Medicaid facilities will accomplish the 
recommendation’s objectives. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to issue regulations establishing 
uniform requirements for States to return the Federal por- 
tion of AFDC checks not cashed and establish a mecha- 
nism for ensuring that these credits are timely and accurate. 
Status: Action in process. 

The Secretary of Health and Human Services should revise 
the regulations to establish uniform and comprehensive 
overpayment recovery policies in the AFDC program for all 
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types of overpayments, including requirements for States to 
(1) maintain information on the total number and amount 
of overpayments involved and their disposition, and (2) es- 
tablish a mechanism for assessing the effectiveness of their 
overpayments recovery efforts. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
that SSA help States establish an appropriate mechanism 
for monitoring and evaluating the adequacy and effective- 
ness of their recovery efforts and periodically review States’ 
compliance with the requirements established in the regula- 
tions. 
Status: Action completed. 

The Secretary of Health and Human Services should disal- 
low any claims for Federal participation in the advance 
AFDC payments program of New York and Oregon and ini- 
tiate appropriate efforts to recover the Federal share of any 
of these advance payments. 
Status: Recommendation no longer valid/action not intend- 
ed. SSA determined that payments to New York and 
Oregon were proper. 
The Secretaries of Education and Health and Human Serv- 
ices should require that the Social Security-Basic Grant 
computer matching procedures be revised. 
Status: Recommendation no longer valid/action not intend- 
ed. This recommendation is no longer valid because the 
Omnibus Budget Reconciliation Act of 1981 discontin- 
ued social security student benefits for post-secondary 
education after 1985. 

The Secretary of State, in cooperation with the Secretary of 
Health and Human Services, should develop more stringent 
income criteria for judging the ability of a sponsor to sup- 
port a visa applicant. 
Status: Recommendation no longer valid/action not intend- 
ed. The Department of State is not taking action because 
it believes that implemention of the recommendation 
would be a violation of the reunification of family concept 
inherent in immigration laws. Such act/on could not be 
justified on the basis that fewer newly arrived aliens are 
receiving SSI benefits. 
The Secretary of Health and Human Services should direct 
the Commissioner of SSA to establish goals for reducrng 
retroactive payment errors. 
Status: Recommendation no longer valid/action not intend- 
ed. SSA stated that based on its prepayment review of 
all retroactive payments above $3,000, the agency de- 
cided against establishing goals because: (I) the 
volume of large payments is small; (2) the universe of all 
retroactive payments is small and goals would serve no 
purpose; and (3) a separate retroactive goal would dupli- 
cate the present SSI payments accuracy goal. 
The Secretary of Health and Human Services should deter- 

mine whether other States have similar problems in stop- 
ping AFDC payments to ineligibles, and if so, help those 

States to correct them. 
Status: Recommendation no longer valid/action not intend- 
ed. On November 9, 1981, HHS stated that, because 
GAO is making another review of payment terminabon ef- 

ficiency in the States, it will provide assistance but not 
make a separate review. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to have States establish procedures requiring those 
nursing homes to promptly report the admission of SSI re- 
cipients to the State Medicaid agencies, and require those 
agencies to promptiy remit such information to SSA. 
Status: Recommendation no longer valid/action not mtend- 

ed. Based on an SSA survey of its regional offices, the 
agency reported that significant overpayment problems 
on SSI recipient admissions to nursing homes no longer 
exist as a result of agency actions which were based on 
a prior GAO recommendation. SSA plans no further ac- 
tion. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF EDUCATION 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
VETERANS ADMINISTRATION 

Policies on U.S. Citizens Studying Medicine Abroad Need Review and Reappraisal 
- - (H/W-81-32, 71-21-80) 

Budget Function: Health: Health Care Services (551 .O) 

GAO reviewed U.S. citizens studying medicine abroad, con- 
centrating on: the education or training provided by six for- 
eign medical schools in which several thousand U.S. ci- 
tizens are enrolled; the clinical training which U.S. citizen 
foreign medical school students receive in U.S. hospitals; 
the avenues available for entering the American medical 
system; and Federal financial assistance provided to U.S. ci- 
tizens while studying medicine abroad. Many U.S. citizens 
attend foreign schools with the goal of returning to the Unit- 
ed States to practice medicine. Much concern has been ex- 
pressed about the recent proliferation of medical schools 
established abroad to attract U.S. citizens, and questions 
have been raised about the adequacy and appropriateness 
of that educational experience for practicing medicine in 
the United States. 
Findings/Conclusions: GAO believes that more appropriate 
mechanisms are needed to ensure that all students who at- 
tend foreign medical schools demonstrate that their medi- 
cal knowledge and skills are comparable to their 
U.S.-trained counterparts before they are allowed to enter 
the mainstream of American medicine. The foreign medi- 

cal schools which GAO visited differed considerably, but did 
not offer a medical education comparable to that available 
in the United States because of deficiencies in admission 
requirements, facilities and equipment, faculty, curriculum, 
and clinical training. A serious shortage was the lack of ade- 
quate clinical training facilities. Many U.S. citizen foreign 

medical school students obtained part or all of their clinical 
training in U.S. hospitals, but that training was not compara- 
ble to that provided to U.S. medical school students. State 
licensing boards are becoming increasingly concerned a- 
bout U.S. citizens from foreign medical schools obtaining 
their clinical training in U.S. hospitals. Foreign medical 
schools do not receive direct Federal financial assistance, 
but may receive guaranteed student loans or VA education- 
al benefits. 
Recommendstlons to Congress: Congress should direct the 
Secretary of Health and Human Services to work with State 
licensing authorities and representatives of the medical pro- 
fession to develop and implement appropriate mechanisms 
that would ensure that all students who attend foreign medi- 
cal schools demonstrate that their medical knowledge and 
skills are comparable to those of their U.S.-trained counter- 
parts before they are allowed to enter the U.S. health care 
delivery system for either graduate medical education or 
medical practice. 

Status: No action initiated. Date action planned not 
kIlOWn. 

Recommendations to Agencies: The Administrator ot ttie 
Veterans Administration should accept foreign medical 
schools approved by the Secretary of Education as a basis 
for authorizing educational benefits to qualified veterans, 
their spouses, and their dependents. 
Status: No action initiated. Date action planned not known. 

The Secretary of Education should issue regulations estab- 
lishing procedures and criteria for implementing the legisla- 
tive requirement that the Department of Education ensure 
that foreign medical schools are comparable to medical 
schools in the United States before authorizing guaranteed 
student loans for U.S. citizens attending these schools. 
status: No action initiated. Date action planned not known. 

The Secretary of Education should ensure that the Govern- 
ment’s interest in outstanding guaranteed student loans at 
foreign medical schools is adequately protected by properly 
verifying the status of all U.S. citizens with outstanding loans 
and initiating repayment where appropriate. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should, in co- 
operation with State licensing authorities and representa- 
tives of the medical profession, address the current practice 
whereby students attending foreign medical schools receive 
part or all of their undergraduate clinical training in U.S. 
hospitals. 
Status: No action initiated. Date action planned not 

kIl0Wi-l. 

Agency Comments/Action 

Although no action has been taken by HHS, several States 
are, on their own initiative, investigating what, if any, ac- 
tion they can take on this issue. At least one State has 
taken action to implement regulations which govern the 
provrsion of undergraduate clinical clerkships in its State 
for U.S. citizens studying medicine abroad. Also, several 
private organizations relative to the medical professions 
are in the process of developing a national policy on for- 
eign medical school graduates. A final conference was 
held in May 1983. HHS intends to evaluate the policies 
resulting from this conference. Actions on the recommen- 
dations made to the Department of Education and the 
Veterans Administration are still pending, awaiting the final 
outcome of ongoing litigation in a U.S. district court. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF EDUCATION 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
VETERANS ADMINISTRATION 

Prisoners Receiving Social Security and Other Federal Retirement, Disability, and Education Benefits 
(HRD-82-43, 7-22-82) 

Budget Function: Income Security: General Retirement and Drsability Insurance (601 .O) 
Legislative Authority: Immigration and Nationality Act. Social Security Act. P.L. 96-473. P.L. 96-385. P.L. 97-123. P.L. 
96-466. 

Pursuant to a congressional request, GAO estimated the 
number of incarcerated felons who are receiving social 
security and other cash benefits from various Federal pro- 
grams. Initial GAO estimates on the number of prisoner 
beneficiaries receiving benefits from Social Security Admin- 

istration (SSA) and Veterans Administration (VA) programs 
resulted in Congress’ enacting legislation in 1980 to ex- 

clude certain of these benefits to prisoners. 
Findings/Conclusions: Before the 1980 amendments, GAO 

estimated that: (1) about 1.4 percent of the incarcerated 
felons were receiving social security disability benefits of ap- 
proximately s 17 million a year; (2) about 1 percent were re- 
ceiving VA disability compensation of approximately $8 mil- 
lion a year; and (3) about 1.3 percent were receiving VA 
education benefits of approximately $14 million a year. Pris- 
oners were also receiving cash benefits from other similar 
Federal programs not addressed by the amendments, in- 
cluding 0.4 percent who were receiving social security re- 
tirement or survivor benefits of approximately $4 million a 
year. Other prisoners were receiving cash benefits from the 
Federal needs-based programs of Supplemental Security 
Income and veterans pensions. SSA and VA will not be able 
to identify prisoner beneficiaries completely until accurate 
social security numbers (SSN’s) are available for all prison- 
ers. States varied widely in the completeness and accuracy 
of this information and could improve their documentation 
in coordination with the SSA validation process. GAO also 
estimated that about 4 percent of the prisoners were receiv- 
ing postsecondary education funded through Pell Grants. 
The amounts varied but, because of tuition waivers, some 
grants were higher than the schools fees actually charged to 
the prisoners. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 

Social Security to: (1) encourage State prison systems to 
give SSA periodic lists of prisoners, incarceration dates, and 
accurate SSN’s; (2) validate all prisoner SSN’s and share 
the names, validated SSN’s, and incarceration dates with 
VA, so that VA can better identify prisoner beneficiarres of its 
programs; and (3) share the corrected SSN’s with the pris- 

on systems to enhance the accuracy of their prisoner files. 
Status: Action in process. 
The Administrator of Veterans Affairs should use the prison- 
er identification information supplied by SSA to better iden- 
tify prisoner beneficiaries of VA programs. 

Status: Action in process. 
The Secretary of Education should amend the Pell Grant 
Program regulations so that schools are required to calcu- 
late the students’ cost of attendance, upon which Pell 
Grants are based, after any tuition waivers have been grant- 
ed. 
Status: No action initiated. Date Action planned not known. 

Agency Comments/Action 

The Department of Health and Human Services and VA 
agree with the recommendations and are in the process of 
implementing them. SSA expects to have the validated SSN 
information ready to share with VA by June 1984. The De- 
partment of Education initially decided to submit a notice of 
proposed rulemaking regarding the recommended change, 
but later determined that legislation enacted in October 
1982 would not allow alteration in the method of evaluating 
cost of attendance for 1983-84 and 1984-85 award years. 
The Department then explored the possibility of a policy 
change in the area of tuition waivers in place of the regula- 
tory change and determined that such a change is not le- 
gally permissible. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF ENERGY 
NUCLEAR REGULATORY COMMISSION 

Greater Commitment Needed To Solve Continuing Problems at Three Mile Island 
(EMD-81-106, 8-26-87) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Legislative Authority: Price-Anderson Act (Atomic Energy Damages). Atomic Energy Act of 1954. Energy Reorganiza- 
tion Act of 1974. Power Act (Water). Department of Energy Organization Act (P.L. 95-91). Public Utility Regulatory Pol- 
icies Act of 1978 (P.L. 95-617). Public Utility Holding Company Act of 1935 (15 USC. 79 et seq.). H.R. 2512 (97th 

Cong.). S. 1226 (97th Cong.). 

The nuclear accident at Three Mile island (TMI) placed a 
major electric utility system, the General Public Utilities 
Corporation (GPU), on the brink of insolvency while faced 
with a- multiyear, $600-million unfunded cleanup opera- 
tion that must be completed under uncertain regulatory 
constraints. GAO reviewed the current and prospective 
status of GPU. 
Findings/Conclusions: GAO concluded that: (I ) replace- 
ment power for TMI units is available, but future system 
reliability is questionable unless funds are made available 
to increase construction and maintenance above present 
restricted levels; (2) the financial condition of GPU contin- 
ues to deteriorate and, unless sufficient rate relief is grant- 
ed to restore its financial credibility, its future as a provider 
of electric power is in doubt; (3) cleanup of TMI-2 is tech- 
nologically feasible but the uncertainties surrounding the 
source of the estimated $600 million needed for the task 
and the regulatory environment in which it must be done 
have yet to be resolved; (4) the expeditious cleanup of 
TMI-2 and the benefits that can be derived are significant 
enough to warrant the financial participation of several 
parties rather than putting the entire burden on any one 
entity; (5) State offlclals in Pennsylvania and New Jersey 
have not taken the leadership role in assembling the fi- 
nancial assistance needed for the cleanup; (6) on-site 
property insurance coverage needs to be increased to lev- 
els that the Nuclear Regulatory Commission (NRC) deter- 
mines to be adequate if other utilities are to avoid the fi- 
nancial and operational stress suffered by GPU in the 
event of another major accident; and (7) better defined 
regulatory guidelines for nuclear accident recovery efforts 
are needed to minimize the delays and added costs that 
have occurred at TMI-2. 
Recommendations to Congress: Congress should provide 
the required multiyear funding to the Department of Ener- 
gy (DOE) for its research and development program at 
TMI. 
Status: No action initiated. Date action planned not 
ki2OWI-l. 

Congress should closely follow the current efforts to 
resolve the funding problems for the TMI-2 cleanup 
through State and utility industry financing and the DOE 
research and development program. If these State-led ef- 
forts are not successful, Congress should devise a mecha- 
nism which would serve to obtain the required financial 
assistance to complete the TMI-2 cleanup. 
Status: Action in process. 

Recommendations to Agencies: DOE should prepare a 
multiyear budget proposal for Federal participation in the 
TMI cleanup effort and present it to Congress. The budget 
proposal should recognize the primary leadership role of 
State officials in working with GPU and the industry in the 
cleanup effort and within that parameter should clearly 
specify the objectives to be achieved by Federal involve- 
ment, the work steps required in each fiscal year, the ap- 
plication of the program results, and the total funding 
needed to successfully meet research and development 
objectives. 
Status: No action initiated. Date action planned not 
kll0Wl-l. 

NRC should closely follow the current efforts of the insur- 
ance and utility industries to increase insurance coverage 
to what it determines to be an acceptable level. No later 
than December 31, 1981, NRC should assess the prog- 
ress being made. This assessment should include an eval- 
uation of the insurance available in the private sector and 
a determination as to whether a mandated insurance cov- 
erage program is necessary. 
Status: Action completed. 

NRC should establish a set of guidelines that would facili- 
tate the development of recovery procedures by utility 
companies in the event of other nuclear accidents. The 
preparation of the guidelines should be initially based on 
the lessons learned and experience gained from the TMI-2 
cleanup and recovery efforts at other nuclear installations. 
NRC should periodically assess the adequacy of its guide- 
lines and standards and evaluate the state-of-the-art tech- 
nology for decontaminating air and water effluent pro- 
duced by a nuclear accident to ensure that it can quickly 
respond to the needs of the regulated utility and ade- 
quately protect the public health and safety. 
Status: Action in process. 

Agency Comments/Action 
DOE does not concur with the recommendation on mul- 
tiyear funding because the current funding program is 
considered sufficient. NRC has published a proposed rule 
to require licensees to maintain the maximum amount of 
commercially available onsite property damage insurance. 
NRC has directed its staff to develop the scope of guide- 
lines to facilitate recovery efforts in the event of nuclear- 
related accidents. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
RAILROAD RETIREMENT BOARD 

Inaccurate Fund Transfers 5etween Social Security Administration and Railroad Retirement Board 
(HRD-83-2, 4-4-83) 

Budget Function: Income Security: General Retirement and Disability insurance (601.0) 
Legislative Authority: Railroad Retirement Act of 1937. 

GAO reviewed the financial interchange whereby the Social 
Security Administration (SSA) has paid more than s 17 bil- 
lion to the Railroad Retirement Board since 1958. 
Findings/Conclusions: in reviewing 1979 financial inter- 
change data, the current data available when the GAO re- 
view began, GAO found errors and inaccuracies in benefit 
calculations, projections, and administrative expense esti- 
mates resulting from SSA overpayments and underpay- 
men& GAO estimates that, for the 1979 interchange alone, 
SSA transferred to the Board about $40 million more than it 
should have. Since many of the same procedures GAO 
questioned are still In effect, interchanges subsequent to 
1979 will continue to contain errors and inaccuracies un- 
less improvements are made. 
Recommendations to Agencies: The Secretary of Health 
and Human Services (HHS) should direct the Commission- 
er of Social Security to periodically review how accurately 
the Board calculates social security benefit amounts. 
Status: Action in process. 

The Secretary of HHS should direct the Commissioner of 
Social Security to train Board personnel who calculate so- 
cial security benefits in the proper application of social 
security rules and regulations. 
Status: Action in process. 

The Secretary of HHS should direct the Commissioner of 
Social Security in cooperation with the Chairman of the 
Railroad Retirement Board, to lower the error tolerance iim- 
its applied to financial interchange sample calculations. 
Status: Action in process. 

The Chairman of the Railroad Retirement Board should di- 
rect that a composite estimator be used to calculate the 
average benefit amount for the Board’s sample cases. 
Status: Action in process. 

The Secretary of HHS should direct the Commissioner of 

Social Security, in cooperation with the Chairman of the 

Railroad Retirement Board, to correct ail amounts trans- 
ferred due to administrative expense errors affecting past 
interchanges where supporting data are available. 
Status: Action completed. 

The Secretary of HHS should direct the Commissioner of 
Social Security, in cooperation with the Chairman of the 
Railroad Retirement Board, to coordinate their action to de- 
velop appropriate cost and workload factors for use in cai- 
culating the interchange administrative expense estimates. 
Status: Action in process. 
The Chairman of the Railroad Retirement Board and the 
Secretary of HHS should assure that their respective audit 
groups singly or jointiy periodically audit ail components of 
the financial interchange. 
Status: Action in process. 

Agency Comments/Action 

SSA was in agreement with the recommendations and 
specified the actions that it was taking to implement 
them. The Railroad Retirement Board agreed with all but 
one of the recommendations. Agency action has been 
taken to correct ail amounts transferred due to adminis- 
trative expense errors which affected past interchanges 
between SSA and the Board. SSA and the Board have 
taken actions to assure that their respective audit groups, 
singly or jointly, periodically audit all components of the fi- 
nancial interchange. Action is in process on the remainder 
of the outstanding recommendations but anticipated 
completion dates are not presently available. SSA and the 

Board are conducting a feasibility study on the implemen- 
tation of the one recommendation the Board originally 

disagreed with. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
VETERANS ADMINISTRATION 

WA Improved Pension Program: Some Persons Get More Than They Should and Others Less 
(HRC-80-67, 8-6-80) 

Budget Function: Income Security: Housing Assistance and Other income Supplements (604.0) 
Legislative Authority: Social Se&y Act. - 

Congress hoped that the law improving pensions for needy 
veterans which went to effect January 1, 1979, would en- 
able veterans and their survivors to receive benefits above 
the poverty level and help them avoid turning to welfare, 
such as the Supplemental Security Income (SSI) program 
provides. 

Findings/Conclusions: Some couples who receive SSI and 
VA pensions receive more in benefits from these two pro- 
grams than do other couples with similar or smaller in- 
comes from other sources. The principal coordination of 
benefit information between VA and the Social Security Ad- 
ministration (SSA) occurs through automated data ex- 
changes. Some changes are needed in this coordination to 
improve the accuracy of benefit payments by VA and to el- 
iminate the exchange of unnecessary records. GAO es- 
timated $14.5 million of inaccurate pensions payments 
were made, principally in 1978. This consisted of: (1) $9.6 
million in overpayments because the veterans or their 
spouses failed to report to VA receipt of social security ben- 
efits and because VA did not use the benefit data provided 
by SSA in the January 1979 data exchange; (2) $1.7 million 
in overpayments and $0.3 million in underpayments sub- 
stantially because one of the matching characteristics SSA 
used was not on the VA records; (3) $2.0 million in overpay- 
ments because veterans or their spouses did not accurately 
report receiving SSA black lung benefits; and (4) $0.9 mil- 
lion in underpayments because VA pensioners improperly 
reported their SSI benefits as social security benefits. VA is 
providing SSA, in the quarterly data exchange, an estimated 
5.1 million unneeded records because it did not use the SSI 
indicators to limit the number of records provided. Addi- 
tionally, VA is unnecessarily requesting SSA data for an es- 
timated 618,700 known deceased veterans in the annual 
data exchange. 

Recommendations to Agencies: The Secretary of Health 
and Human Services (HHS) should direct the Commission- 
er of SSA to immediately notify SSI-VA recipients residing in 
those States and the District of Columbia where Medicaid 
eligibility is not directly related to SSI eligibility that they 
must file for VA improved pension benefits and elect such 
benefits if higher than the VA benefits presently being re- 
ceived. 
Status: Actjon completed. 

The Administrator of Veterans Affairs should stop providing 
records during the annual data exchange on veterans de- 
ceased more than 1 year. 
Status: Recommendation no longer valid/action not intend- 
ed. VA does not concur with this recommendation. It 

stated that it provides data to SSA on deceased veter- 
ans’ accounts, when survivors are receiving VA pension 
benefits, in order to verify the veterans’ social security 
number and not for verification of payment data. The dis- 
closures he/p identify the correct amount of VA benefits 
to be paid to surviving spouses. 

The Administrator of Veterans Affairs should use the SSA 
annual data exchange information to identify and adjust 
payments for those pensioners who did not report their so- 
cial security benefits and have not yet been detected. 
Status: Action completed. 

The Administrator of Veterans Affairs should establish a 
data exchange to verify Federal Black Lung benefits and re- 
view other Federal benefit programs to determine the need 
for, and feasibility of, obtaining benefit information from 
other agencies. 
Status: Action completed. 

The Secretary of HHS should revise the regulations for the 
SSI program so that the VA pension benefits being received 
by a veteran not eligible for SSI will be counted as income 
to the veteran’s spouse who is eligible and be allocated and 
treated in the same manner as other Federal benefits not 
based on need. 
Status: Action completed. 

The Administrator of Veterans Affairs should stop providing 
records during the quarterly exchange for those pensioners 
who are not SSI recipients. 
Status: Action in process. 

The Administrator of Veterans Affairs and the Commission- 
er of Social Security should take the necessary action to 
resolve identification problems, which prevent benefit data 
on a large number of SSA-VA recipients from being provid- 
ed to VA for use in verifying the accuracy of information be- 
ing provided to pensioners, in the annual data exchange. 
Status: Action in process. 

Agency Comments/Action 

On March 9, 1981, SSA mailed notices to SSANA recipi- 
ents, residing in States where Medicaid eligibility is not 
directly related to SSA eligibility, informing them that they 
must file for VA improved pension benfits and elect such 
benefits if they are higher than the VA benefits presently 
being received. SSA revised its policy so that the depend- 
ent’s portion of a VA pension payment is considered in- 
come to the dependent for social security income pur- 
poses. Action on the two open recommendations is ex- 
pected to be completed by June 1984. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF LABOR 
DEPARTMENTOFTHETREASURY 
Internal Revenue Service 

investigation To Reform Teamsters’ Central States Pension Fund Found Inadequate 
(HRD-82-73, 4-28-82) 

Budget Function: Income Security: Federal Employee Retirement and Disability (602.0)’ 
Legislative Authority: Employee Retirement Income Security Act of 1974 (29 USC. 1001). Labor Management Relations 

Act, 1947 (29 U.S.C. 186(c)(5)). Multiemployer Pension Plan Amendments Act of 1980 (P.L. 96-364). 18 USC. 664. 29 
USC. 1134. 29 U.S.C. 1136. 

For many years, the Teamster’s Pension Fund trustees have 
been the subject of allegations of misuse of the Fund’s as- 
sets. Therefore, the Department of Labor initiated an inves- 

tigation of the Fund and, in response to a congressional re- 
quest, GAO reviewed the Government’s investigation. 

Findings/Conclusions: Labor’s objective of having a Gov- 
ernment-wide coordinated investigation did not succeed 
because the Internal Revenue Service (IRS) declined to par- 
ticipate in a joint investigation. Labor disclosed many al- 
leged significant problems in the former trustee‘s manage- 
ment of the Fund’s operations. However, Labor narrowly 
focused on the Fund’s real estate and collateral loans. ig- 
nored other areas of alleged abuse, and left unresolved 
questions of potential civil and criminal violations. Investiga- 
tions were not completed even though significant fiduciary 
violations and imprudent practices were found. The office 
responsible for the investigations had significant staffing, 
management, and coordination problems. The flow of in- 
vestigative information between Labor and the Department 
of Justice was restricted at times. The investigation’s objec- 
tive to detect information for criminal investigation and 
prosecution was not entirely successful. Labor and IRS did 
not require a written agreement in restoring the Fund‘s tax- 
exempt status and did not insure that the Fund’s new 
trustees met stated qualifications. Even after appointing in- 
dependent investment managers, the Fund’s trustees tried 
to reassert control over the Fund’s assets and investments. 
In addition, the Fund’s benefits and administration account 
was not adequately monitored. As a result, the pension plan 
is still thinly funded. 

Recommendations to Agencies: The Commissioner of 
Internal Revenue should direct IRS officials to closely moni- 
tor the Fund’s financial operations to ascertain that the 
Fund meets the minimum funding standards of the Em- 
ployee Retirement Income Security Act in 1981 and in the 
future and, if not, take whatever action is needed to assure 
that the Fund meets the Act’s requlrements. 
Status: Action in process. 

The Secretary of Labor and the Commissioner of Internal 
Revenue should direct their investigative staffs to review the 
trustees’ management and use of the benefits and adminis- 
tration account to determine the appropriate reserve the 
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Fund should maintain in the account. 
Status: Action in process. 

The Secretary of Labor and the Commissioner of Internal 
Revenue should direct their respective investigative staffs to 

more closely cooperate to prevent coordination problems. 
duplication between investigators, and giving the Fund an 
excuse not to cooperate because the Government is not 
speaking with one voice. 
Status: Action in process. 

The Secretary of Labor, in consultation with the Commis- 
sioner of Internal Revenue, should take action to require 
that the proposed reorganization and any other reforms im- 
posed on the Fund be included in a formal written, enforce- 

able agreement signed and agreed to by Labor, IRS. and 
the Fund’s trustees. 
Status: Action completed. 

The Secretary of Labor, in consultation with the Commas- 
sioner of Internal Revenue, should obtain further written en- 
forceable commitment from the trustees to reorganize the 
way the Fund handles and controls the employer contribu- 
tions and its other moneys to remove the trustees’ control 
over any of these funds. The proposed reorganization 
should provide for: (1) the Fund to employ a financial cus- 
todian; (2) IRS and Labor to have a veto power over the 
selection of the investment manager and financial custodi- 
an, if the trustees’ selections do not meet the Government’s 
qualifications; and (3) limiting the trustees’ roles and 
responsibilities to establishing overall investment objectives, 
determining eligibility requirements for pension benefits 
and employers’ contributions, monitoring the Investment 
manager’s and the custodian’s activities, and administering 
relevant collective-bargaining requirements. 
Status: Action completed. 

The Secretary of Labor, in consultation with the Commas- 
sioner of Internal Revenue, should obtain an enforceable 
commitment from the trustees for the Fund to: ( 1) continue 
to have an independent Investment manager to control and 
manage the Fund’s assets and investments after the 
present managers’ contracts expire in October 1982; and 
(2) use the same selection criteria and qualifications as in 
the past should the trustees decide to replace the present 
investment managers after October 1982. 
Status: Action completed 



The Secretary of Labor, in consultation with the Commis- $3.4 billion in assets and to ensure that the Fund is 
sioner of Internal Revenue, should require that future Fund managed prudently and solely for the benefit of the plan’s 
trustees meet the criteria and qualifications similar to those participants and beneficiaries as intended by the act. It also 
established in 1977. closely monitor the selection of future subjects the Fund to the jurisdiction of the U.S. District 
trustees, and veto the selection of a trustee not meetrng the Court for the Northern District of Illinois for 10 to 15 years 
criteria. and gives the court supervisory power over the administra- 
Status: Action completed. tion of the Fund. 

The Secretary of Labor should direct the Office of the Soli- 
citor to carry out the recommendations in the Ketch-Crino 
report to honor the memorandum of understanding with 
Justice by: (1) establishing a more effective written system 
of referring potential criminal violations to Justice; (2) sug- 
gesting a single Justice coordinator for all Fund activities; 
(3) establishing procedures wherein Justice periodically 
orients and briefs officials of the Office of the Solicitor; (4) 
suggesting one designated receiver in Justice for all Fund 
records; and (5) establishing a system wherein the Office of 
the Solicitor automatically forwards to Justice pertinent ad- 
ditional records regarding any matter previously referred. 
Status: Action in process. 

The Secretary of Labor should direct the Office of the Soli- 
citor to establish a more effective system to process refer- 
rals of potential criminal violations to Justice. 
Status: Action in process. 

The Secretary of Labor and the Attorney General should 
take action to have their December 1978 coordination 
agreement revised to define the higher officials who should 
or would resolve litigation strategy problems the working 
group members cannot resolve or consider reestablishing 
an Interdepartmental Policy Committee simrlar to the one 
established in 1975. 
Status: Action completed. 

The Secretary of Labor should direct the Labor-Manage- 
ment Services Administration (LSMA), during its current in- 
vestigation at the Fund, to: (1) assure that the LSMA Chi- 
cago staff performing the investigation receives proper 
training and uses all investigative techniques and pro- 
cedures, particularly third-party interviews, to detect and de- 
velop potential criminal violations for referrals to Justrce; 
and (2) effectively coordinates its investigative efforts with 
the Office of the Solicitor. 
Status: Action completed. 

Agency Comments/Action 

Labor and IRS generally agreed with the report and recom- 
mendations. They described actions taken and being taken 
since early 1981 in general consonance with the GAO views 
and recommendations on what needs to be done. Justice 
and Labor also generally agreed with the GAO recommen- 
dations on improving coordination between the two agen- 
cies. On September 21, 1982, Labor entered into a court 
enforceable consent decree with the Teamsters’ Central 
States Pension Fund. The decree continues and 
strengthens the established 1977 safeguards in the Fund’s 
independent investment manager arrangements for han- 
dling the Fund’s assets and investments, which were to ex- 
pire on October 2, 1982, and generally follows the recom- 
mendations on what needs to be done to protect the Fund’s 
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VARIOUS DEPARTMENTS AND AGEMCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF LABOR 
DEPARTIVIENTOFTHETREASURY 
EQUAL EMPLOYMENT OPPORTUNITY COMMISSION 
OFFICE OF PERSONNEL MANAGEMENT 
uniform &&felines on Employee Selection Procedures Should Be Rewiewed and Revised 
(FPCD-82-26, 7-30-82) 
Budget Function: Nondiscrimination - Equal Opportunity Programs (990.3) 
Legislative Authority: Ciil Rights Act of 1964. Civil Service Reform Act of 1978. Civil Setice Act. Executive Order 

12067. Reorg. Plan No. 1 of 1978. Albemarle Paper Co. v. Moody, 422 U.S. 405 (1975). 5 USC. 3304. 5 U.S.C. 
2301. 

The Uniform Guidelines on Employee Selection Pro- 
cedures describe the Federal Government’s position on 
how tests should be used in making employment deci- 
sions which are consistent with Federal equal opportunity 
(EEO) laws. This review was made because: (1) GAO be- 
lieves that the Guidelines are important to EEO enforce- 
ment; and (2) the Guidelines have been publicly criticized 
by some of their users. The objective of the review was to 
determine whether those responsible for administering the 
Guidelines and those who use them were experiencing 
any problems in their application. 

Findings/Conclusions: In the opinion of GAO, the impor- 
tance of the Guidelines to EEO enforcement is not at is- 
sue. On the basis of the preponderance of views and ex- 
perience expressed to GAO, it believes that the Guidelines 
can have a major role in insuring compliance with the 
spirit and intent of Federal EEO laws. While revisions to 
the Guidelines’ technical provisions could be postponed 
until after the new American Psychological Association 
standards are published, beginning the review now could 
prevent unnecessary delay between issuance of those 
standards and any revisions. 
Recommendations to Agencies: The Equal Employment 
Opportunity Commission (EEOC) should initiate a review 
of the Guidelines and revise them. This effort should in- 
clude coordinating the review of the technical provisions 
with the joint committee revising the American Psycholog- 
ical Association standards. 
Status: No action initiated. Affected parties intend to act. 

EEOC should examine the problems associated with: (1) 
collecting and maintaining adverse impact data; (2) 
searching for alternatives during validation; and (3) the re- 
lationship of merit laws to the Guidelines. 
Status: Action in process. 

EEOC should determine how to make the Guidelines 
more understandable to their users. 
Status: No action initiated. Date action planned not 
know. 

The Office of Personnel Management should cooperate 
with EEOC in this important effort. 
Status: No action initiated. Date action planned not 
kll0Wl-l. 

The Department of Justice should cooperate with EEOC 
in this important effort. 
Status: No action initiated. Date action planned not 
kllOW. 

The Department of Labor should cooperate with EEOC in 
this important effort. 
Status: No action initiated. Date action planned not 
kllOWll. 

The Department OF the Treasury should cooperate with 
EEOC in this important effort. 
Status: No action initiated. Date action planned not 
kil0Wl-l. 

Agency Comments/Action 

The EEOC Chairman advised the committees that he had 
been unable to give the recommendations his full con- 
sideration due to other pressing matters such as reorgani- 
zation of EEOC headquarters staff. He said that he in- 
tends to give the matter serious attention as soon as op- 
portunity permits and have his staff work on optiqns and 
recommendations Cdnceming the need to review the Uni- 
form Guidelines. JustIce, Treasury, and Labor commented 
that they stand ready to cooperate and participate in any 
review of the Guidelines undertaken by EEOC. The EEOC 
budget submission for fiscal year 1984 provided for im- 
plementing, during that year, a review of the Guidelines’ 
recordkeeping requirements involving nontechnical issues. 
As of November 1983, EEOC had received from the pub- 
lic and private sectors 45 sets of comments on the 
recordkeeping provisions. EEOC plans to issue a notice 
of proposed rulemaking on the provisions. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF STATE 
DEPARTMENT OF THE TREASURY 
DEPARTMENT OF TRANSPORTATION 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Federal Drug Interdiction Efforts Need Strong Central Oversight 
(GGD-83-52, 6-73-83) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (75 1 .O) 
Legislative Authority: Biaggi-Gilman Act (P.L. 96-350). Posse Comitatus Act (Use of Army) (18 U.S.C. 1385). Posse Comi- 
tatus Act Amendment (Use of Army) (P.L. 96-350). Classified Information Procedures Act (P.L. 95-456). Drug Abuse Office 
and Treatment Act of 1972. S. 406 (98th Cong.). Reorg. Plan No. 2 of 1973. 

GAO reviewed the Federal drug interdiction efforts and 
recommended ways to improve effectiveness. 
Findings/Conclusions: GAO found that Federal efforts to at- 
tack the supply of illegal drugs have three major com- 
ponents: (1) international programs aimed at drug- 
producer countries; (2) interdiction of drugs at the border; 
and (3) domestic law enforcement. Federal resources de- 
voted to drug interdiction more than tripled from 1977 to 
1982. The Coast Guard’s drug interdiction program 

comprises the majority of this increase. Despite these in- 
creases, only 16 percent of the marijuana and less than 10 
percent of the heroin, cocaine, and dangerous drugs that 
are entering this country are seized through total drug en- 
forcement efforts. Joint special projects conducted by two 
or more agencies have proven especially effective in attack- 
ing drug smuggling, for example, special Drug Enforce- 
ment Administration (DEA) investigations involving the U.S. 
Customs Service and the Coast Guard. The authority and 
responsibility for Federal drug interdiction efforts are split 
among three separate agencies in three executive depart- 
ments. Although the level of cooperation is increasing, 
especially in south Florida, such fragmentation has a cer- 
tain amount of inefficiency and interagency conflict. Con- 
gressional oversight and executive branch resource alloca- 
tion decisions relative to drug interdiction are difficult under 
these circumstances. The effectiveness of Federal interdic- 
tion efforts depends a great deal on intelligence support 
capabilities. The military departments have provided some 
limited assistance to drug enforcement agencies over the 
last several years. 

Recommendations to Agencies: The President should direct 
the development of a more definitive Federal drug strategy 
that stipulates the roles of the various agencies with drug 
enforcement responsibilities, to include a determination of 
whether the role of the U.S. Customs Service should be ex- 
panded to assist In followup investigations of interdlction 
cases. 
Status: No action initiated. Date action planned not known. 

The President should make a clear delegation of responsi- 
bility to one individual to oversee Federal drug enforcement 
programs. 
Status: No action initiated. Date action planned not known. 

The Attorney General and the Secretaries of Treasury and 
Transportation should direct D&I, the Customs Service, 

and the Coast Guard officials to work together to develop a 
management information system which accumulates in- 
terdiction program results such as drug seizures, level of 
prosecution, and case disposition, and identifies the re- 
sources devoted to drug interdiction programs. 
Status: Action in process. 

The Director, Office of Management and Budget should ac- 
cumulate budgetary data on drug enforcement costs that 
are provided by Coast Guard, Customs, and DEA, and sub- 
mit this information to Congress concurrent with these 
agencies’ budget submissions. 
Status: No action initiated. Date action planned not known. 

The Attorney General should direct the Administrator of 
DEA to review current overseas staffing to determine 
whether additional personnel could be reassigned and used 
more effectively in the Caribbean. 
Status: No action initiated. Date action planned not known. 

The Secretary of State should prepare a Narcotics Assess- 
ment and Strategy Paper and, if it is found to be warranted, 
follow up with projects designed to aid interdiction efforts. 
Status: Action in process. 

The Attorney General and the Secretaries of Treasury and 
Transportation should direct DEA, Customs, and Coast 
Guard units to recognize the importance of promptly re- 
porting all information on drug smuggling to the El Paso In- 
telligence Center. 
Status: No action initiated. Date action planned not known. 

The Attorney General and the Secretaries of Treasury and 
Transportation should provide additional staff to the El Paso 
intelligence Center. 
Status: Action in process. 

The Secretary of the Treasury should direct the Commis- 
sioner of Customs to transfer to El Paso Intelligence Center 
(EPIC) the drug intelligence analysis activities in the Office 
of Border Operations that are similar to those at EPIC and 
assign the staff necessary to carry out such activities 
Status: No action initiated. Date action planned not known. 
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The Secretary of Transportation should direct the Com- 
mandant of the Coast Guard to transfer to El Paso Intelli- 
gence Center the marine drug intelligence activities at the 
Atlantic Area Command. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The agencies have begun to take action on the recom- 
mendations concerning the development of a manage- 
ment information system and the provision of additional 
staff to the El Paso Intelligence Center. However, no defin- 
itve actions have been taken on the remaining recom- 
mendations contained in the report. The Department of 
Justice disagrees with the thrust of the report that a man- 
agement structure be created that has an overview of all 
drug-related matters. Without support from the Depart- 
ment of Justice, implementation of the recommendation 
by other agencies is unlikely. 
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VARIQUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMEPdT OF THE INTERIOR 

hnproved Federal Efforts Needed To Change Juvenile Detention Practices 
(GGD-83-23, 3-22-83) 

Budget Function: Administration of Justice: Criminal Justice Assistance (754.0) 
Legislatlve Authority: Juvenile Justice and Delinquency Prevention Act of 1974 (42 U.S.C. 5601). Juvenile Justice Amend- 

ments of 1980. 

GAO examined the efforts that States, localities, and Feder- 
al agencies are making to change their juvenile detention 
policies and practices and identified opportunities for fur- 
ther improvement. 
FlndlngsEoncluslons: GAO found that jwenile detention 
practices have improved since passage of the Juvenile Jus- 
tice and Delinquency Prevention Act of 1974, but problems 
still exist. Although the number of juveniles admitted to 
detention centers appears to have decreased by about 14.6 
percent from 1975 to 1979, GAO found questionable 
detention practices in all five of the States it visited. About 

39 percent of the juveniles detained in detention centers 
and jails in the States reviewed were not charged with seri- 
ous offenses. Suggested standards for physical conditions 
and services were not met by many of the detention facili- 
ties, and some jails used isolation-type cells to separate ju- 
veniles from adult prisoners. Juvenile detention policies and 
practices of five Federal agencies do not always adhere to 
the objectives of the act. The Bureau of Indian Affairs’ 
standards require juveniles to be held in cells apart from a- 
dults, but allow them to be within the sight and sound of a- 
dult prisoners. Policies of the Marshals Service and the Im- 
migration and Naturalization Service could result in ju- 
veniles’ being transported in vehicles with adults. The Na- 
tional Park Service (NPS) picks up runaways and turns 
them over to local authorities, possibly resulting in their 
detention. Further, the agencies’ systems of inspecting law 
enforcement programs and detention facilities for adher- 
ence to their policies and national juvenile justice standards 
were not adequate. 

Recommendations to Agencies: The Attorney General 
should require the Office of Jwenile Justice and Delin- 

quency Prevention (OJJDP) to encourage States to adopt 
and implement standards that provide specific detention 
criteria which limit the use of secure detention to appropri- 
ate purposes and require adequate care and services for de- 
tained juveniles. 
Status: Action in process. 

The Attorney General should require OJJDP to develop and 
support the adoption of model State legislation that would, 
if implemented, conform secure detention practices in the 
States to standards consistent with the objectives of the Ju- 
venile Justice and Delinquency Prevention Act 
Status: Action in process. 

The Attorney General should require OJJDP to increase as- 
sistance to States and localities by providing technical infor- 
mation on how other States and localities have successfully 

dealt with juvenile detention problems. 
Status: Action in process. 

The Attorney General should require OJJDP to assist States 
and localities in identifying areas where additional non- 
secure detention alternatives are needed, developing meth- 
ods of providing alternatives, and coordinating the alterna- 
tives with local detention decisionmakers. 
Status: No action initiated. Date action planned not known. 

The Attorney General should require OJJDP to assist States 
and localities in improving their monitoring and record- 
keeping systems to adequately account for juvenile deten- 
tion practices. 
Status: Action in process. 

The Attorney General should require OJJDP to actively pro- 
mote the objectives of the Juvenile Justice and Delinquency 
Prevention Act by adopting a strong policy formulation role 
and through working with the Federal Coordinating Coun- 
cil, identifying the policies and practices of other Federal 
agencies that are inconsistent with the act’s objectives. 
Status: Action in process. 

The Attorney General should require OJJDP to actively pro- 
mote the objectives of the Juvenile Justice and Delinquency 
Prevention Act by providing technical assistance and infor- 
mation needed to adopt appropriate policies and practices. 
Status: Action in process. 

The Attorney General and the Secretary of Interior should 
direct their respective agencies to: cooperate with OJJDP 
and the Coordinating Council in conforming their policies 
and practices to the act’s objectives; and establish record- 
keeping and monitoring programs that adequately account 
for juvenile detention practices and help determine whether 
the act’s objectives are being achieved. 
Status: Action in process. 

Agency Comments/Action 

Interior concurred with the recommendations. NPS and the 
U.S. Park Police will meet with OJJDP to discuss the find- 
ings, provide closer coordination, gain technical assistance, 
and obtain a better understanding of OJJDP standards, pol- 
icies, procedures, and authorities. The Bureau of Indian Af- 
fairs law enforcement manual is being revised to prohibit 
jailing juveniles in adult facilities unless the act’s mandates 
can be met by renovating existing facilities. NPS will instruct 
all field officers to keep specific records on juveniles, follow 
up with State/local agencies on disposition of juveniles, and 



improve monitoring of juveniles by adding “check ques- 
tions” to its standards. The Park Police is modifying its gen- 
eral order to comply with the findings in the report. Justice 
believes that OJJDP has made more progress and provided 
more assistance than the report indicates. OJJDP said that 
the five recommendations to improve State detention prac- 
tices are being addressed under a contract. 

f  
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENT OF THE TREASURY 
Internal Revenue Service 

Streamlining Legal Review of Criminal Tax Cases Wocald Strengthen Enforcement of Federal Tax Laws 
(GGD-87-25, 4-29-87) 
Budget Function: General Government: Tax Administration (803.1) 

The efficiency and effectiveness of the Federal Govem- 
ment’s tax enforcement efforts have been hampered by a 
time-consuming and duplicative legal review process for 
criminal tax cases. About 75 percent of the investigations 
conducted by the Internal Revenue Service (IRS) do not 
lead to prosecutive recommendations or convictions. 
Findings/Conclusions: Readily available legal assistance 
during investigations could reduce staff-day expenditures, 
ahus improving IRS productivity in terms of the quality and 
timeliness of its investigations. However, it routinely does 
not obtain the assistance until after investigations are 
completed. Many criminal tax cases are declined for 
prosecution by IRS or Justice Department attorneys who 
determine that such cases do not meet certain legal 
standards. Often, an attorney could have detected legal 
deficiencies during the investigative process. IRS estab- 
lished a means whereby special agents can seek such as- 
sistance by prereferring a case to IRS attorneys at any 
point during an investigation. This prereferral mechanism 
has not been used in many cases and has not fully met 
IRS needs. Although the legal review process clearly 
needs restructuring, the best means for doing so is not 

clear. GAO presented various alternatives for revising the 
process, all of which call for partial or complete eliina- 
tion of one of the three current review levels. 
Recommendations to Congress: Congress should ensure 
that the Treasury and Justice Departments develop a 
streamlined legal review process for criminal tax cases 
and that any revised system realizes potential cost savings 
while safeguarding taxpayers’ legal rights. 
St&us: No action initiated. Date action planned not 
kllOWll. 

Recommendations to Agencies: The Attorney General and 
the Commissioner of Internal Revenue should jointly de- 
velop a streamlined legal review process for criminal tax 
cases. 
Status: No action initiated. Date action planned not 
lOl0Wl-l. 

Agency Comments/Action 

Justice and IRS have made a series of changes directed 
at improving the review process. Further actions are still 
warranted. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
DEPARTMENTOFTHETREASURY 

Potentiaial Problem With Federal Tax System Postemployment Conflicts of hferest Can Be Prevented 
(GGD-81-87, 9-15-87) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Ethics in Government Act of 1978 (18 USC. 207). 

GAO evaluated the administration of the post-Federal em- 
ployment restrictions by the Departments of Justice and the 
Treasury, including the Internal Revenue Service (IRS), to 
determine if their controls were adequate to prevent, identi- 
fy, and remedy conflicts of interest in the Federal tax sys- 
tem. The positions covered in the review were selected be- 
cause they involved responsibilities conducive to postem- 
ployment conflicts of interest and were most likely to be 
filled by persons who did not intend to make public service 
a career. 
FlndlngslConcluslons: Results of a questionnaire sent by 
GAO to former employees indicated that: (1) 86 percent of 
the respondents were involved in Federal tax matters; (2) 44 
percent of the respondents noted that they had not been in- 
formed of postemployment restrictions; and (3) an addi- 
tional 29 former employees did not receive complete infor- 
mation on the restrictions from their former agencies. Jus- 
tice, Treasury, and IRS do not know how many former em- 
ployees are working in private tax practice. They do not 
monitor their former employees’ subsequent involvement in 
Federal tax matters either to detect violations of the restric- 
tions or to determine if postemployment problems exist. 
The number of former employees working in private sector 
tax jobs and facing conflict-of-interest situations is great 
enough to require that compliance with the postemploy- 
ment restrictions be monitored to ensure that violations are 
detected. Once they are detected, violators must be disci- 
plined in accordance with the applicable statute and regula- 
tions. Although Treasury has a system for disciplining viola- 
tors, few suspected violations have been processed through 
the system. Final regulations have been issued which re- 
quire that agencies: (1) establish education and counseling 
programs to cover postemployment matters, (2) take 
prompt and effective administrative actions to remedy actu- 
al or potential violations, and (3) periodically evaluate the 
adequacy and effectiveness of their postemployment en- 
forcement systems. 
Recommendations to Agencies: The Attorney General and 
the Secretary of the Treasury should require separating em- 
ployees to certify, in the presence of their supervisors, that 
they have read, understand, and will comply with the post- 
employment statute, the regulations governing practice be- 
fore IRS, and the legal profession’s code pertaining to for- 
mer Federal employees. 
Status: Action completed. 
The Secretary of the Treasury should direct the Commis- 
sioner of internal Revenue to emphasize the postemploy- 
ment restrictions at seminars during which employee con- 
duct is discussed. 
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Status: Recommendation no longer valid/action not intend- 
ed. Treasury is satisfied that the recommended action is 
being accomplished. 
The Attorney General and the Secretary of the Treasury 
should determine if postemployment conflicts of interest 
are a problem in the tax system by monitoring the postem- 
ployment activities of a sample of former employees. 
Status: Recommendation no longer valid/action not intend- 
ed. Justice and Treasury disagree with this recommen- 
dation and p/an no action. 
The Secretary of the Treasury should direct the Commis- 
sioner of Internal Revenue to revise the power of attorney 
form used at IRS to state that the person executing the form 
is aware of the postemployment restrictions applicable to 
former tax administration employees and their associates. 
Status: Action completed. 
The Secretary of the Treasury should give the Director of 
Practice responsibility for ensuring that postemployment re- 
strictions are not violated in identified conflict-of-interest si- 
tuations. 
Status: Recommendation no longer valid/action not intend- 
ed. The Director of Practice believes that this responsi- 
bilify already exists although it has not been formalized. 
The Secretary of the Treasury should direct the Inspector 
General, the IRS Chief Counsel, and the Commissioner of 
Internal Revenue to establish procedures for coordinating 
their postemployment responsibilities with the Director of 
Practice. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury has established procedures for doordina- 
tion. 
The Attorney General and Secretary of the Treasury should 
determine and establish the level of enforcement needed to 
reasonably ensure that conflicts of interest are resolved in 
compliance with the postemployment restrictions and that 
violations of the restrictions are detected. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury and Justice stated that they have no legal 
authority to take the recommended action. 
The Secretary of the Treasuty should direct the Inspector 
General, the IRS Chief Counsel, and the Commissioner of 
Internal Revenue to coordinate their postemployment 
responsibilities with the Director of Practice and to inform 
him of the conflict-of-interest situations and potential viola- 
tions of the postemployment restrictions that come to their 
attention. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury believes that the recommended action is 
being done. 



The Secretary of the Treasury should direct the Director of 
Practice to review isolation statements filed with his office 
and disapprove those which do not adhere to the minimum 
isolation procedures to be set forth or which would involve 
conditions for which isolation would not eliminate the ap- 
pearance of impropriety. 
Status: Recommendation no longer valid/action not intend- 
ed. The Director of Practice stated that all statements re- 
ceived are being reviewed as GAO suggested. 
The Attorney General and the Secretary of the Treasury 
should establish uniform regulations to enforce the post- 
employment restrictions that apply to associates of former 
employees which set forth the minimum procedures that 
former ;employees’ associates must follow to isolate former 
employees from participation in tax matters. 
Status: No action initiated. Date action planned not known. 
The Attorney General and the Secretary of the Treasury 
should establish uniform regulations to enforce postem- 
ployment restrictions that apply to the associates of former 
employees which define the situations in which the disquai- 
ification of the former employees’ associates should stand 
because isolation of the former employee would not re- 
move the appearance of impropriety. 
Status: No action initiated. Date action planned not known. 
The Attorney General should develop a postemployment 
manual which: (1) states the postemployment restrictions 
that apply to former Federal employees who practice in the 
tax system, the purpose of the restrictions, the former em- 
ployee’s responsibilities for complying with the restrictions, 
and the penalties for violating the restrictions; (2) explains 
how the restrictions apply to the functions performed by tax 
administration employees; and (3) instructs former employ- 
ees to direct questions about the restrictions and their appli- 
cability to their agencies’ ethics counselors. 
Status: Action in process. 
The Secretary of the Treasury should develop a postem- 
ployment manual which: (1) states the postemployment re- 
strictions that apply to former Federal employees who prac- 
tice in the tax system, the purpose of the restrictions, the 
former employee’s responsibilities for complying with the 
restrictions, and the penalties for violating the restrictions; 
(2) explains how the restrictions apply to the functions per- 
formed by tax administration employees; and (3) instructs 
former employees to direct questions about the restrictions 
and their applicability to their agencies’ ethics counselors. 
Status: Action completed. 

Agency Comments/Action 

Treasury is currentfy establishing a new system to address 
the 6-month response requirement of OMB Circular A-50. 
The system will be used department-wide with first priority 
going to the GAO recommendations. The agency has 
just taken definite actions on the recommendations. Jus- 
tice has not sent a 6-month letter; the responsible individ- 
ual was not aware of the requirement Justice is respond- 
ing by establishing an ethics coordinator for each operat- 
ing group. 
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VARIOUS DEPARTMENTS ,WD AGENCIES 

DEPARTMEfdT OF JUSTICE 
United States Marshals Service 
DEPARTMENTOFTHETREASURY 

Better Care and Disposal of Seized Cars, Boats, and Planes Should Save Money and Benefit Law Enforcement 
(PLRD-83-94, 7-15-83) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751.0) 
Legislatiwe Authority: Tariff Act of 1930 (19 U.S.C. 1301 et seq.). Controlled Substances Act (21 U.S.C. 801 et seq.). An- 
tismugglrng Act (19 USC. 1701 et seq.). Currency and Foreign Transactions Reporting Act (31 USC. 5301 et seq.). 
Violent Crime and Drug Enforcement Improvements Act of 1982. Property and Administrative Services Act (40 USC. 
481(c)). 41 C.F.R. 101-46. S. 829 (98th Gong.). S. 948 (98th Cong.). S. 830 (98th Cong.). H.R. 3963 (97th Cong.). P.L. 
76-618. P.L. 95-582.21 U.S.C. 781 et seq. 19 U.S.C. 1581(e). 8 U.S.C. 1324.31 U.S.C. 1344.40 U.S.C. 304h. 40 U.S.C. 
304i. 31 U.S.C. 1343. 

GAO reported on the Government’s storage, care, and use 
of vehicles, vessels, and aircraft that are seized and forfeited 
for transporting controlled substances and illegal aliens. 
Findings/Conclusions: GAO found that seized conveyances 
are normally held by law enforcement agencies for pro- 
longed periods awaiting forfeiture to the Government, dur- 
ing which time they receive little care, maintenance, or pro- 
tection. GAO noted that, when the conveyances are sold, 
they often sell for only a fraction of their appraised value at 
seizure, largely because of their poor condition and ineffec- 
tive sales practices. Further, if the agencies acquire the for- 
feited conveyances for their official use, they usually have 
high startup and continual repair costs GAO also noted that 
storage problems with seized property have periodically hin- 
dered law enforcement efforts. GAO concluded that these 
problems, if not resolved, will likely become more extensive 
as the use of seizure as a means of fighting crime increases. 
Recommendations to Congress: Congress should enact 
legislation to: (1) raise or remove the administrative for- 
feiture limit for conveyances transporting illegal narcotics, 

other forms of prohibited merchandise, and illegal aliens; 
(2) establish special funds from the proceeds of forfeited 

conveyances seized by the Customs Service, the Drug En- 
forcement Agency, and the Immigration and Naturalization 
Service to enable these agencies, in such amounts as pro- 
vided in annual congressional appropriations acts, to ade- 
quately inventory, store, protect, and maintain seized prop- 
erty and to properly clean, repair, and advertise the property 
for increased sales revenue; and (3) require agencies to re- 
port to Congress the number and value of conveyances that 
are retained for use or that are exchanged or sold to obtain 
new conveyances so they can be easily monitored, 
Status: Action in process. 

Recommendations to Agencies: The Secretary of the Treas- 
ury and the Attorney General should: ( 1) establish informa- 
tion systems to measure the effectiveness of their agencies’ 
management of seized propem/, including forfeiture time- 
frames, conveyance values at seizure, appraisal source, 

sales return, sales return as a percent of seizure valuation, 
storage and maintenance costs, and incidents of deteriora- 
tion, vandalism, and theft; and (2) institute policies that re- 
quire property managers to consider the costs of property 
devaluation and lower sales returns in addition to the direct 
costs for security, storage, and maintenance, when deter- 
mining the extent and quality of care to be provided for 
seized property. 
Status: Action in process. 

The Secretary of the Treasury, to reduce the Customs Serv- 
ice’s lengthy forfeiture process, should: (1) adopt pro- 
cedures for notifying owners that their property has been 
seized which request that titles and contracts be submitted 
with the petitions for return of the property; (2) require peti- 
tioners seeking return of seized property to state the basis 
on which such claims are made, provide available evidence 
to support such claims, and provide proof of ownership or 
interest to assist the agency in conducting its investigations; 
(3) reduce the timeframes for petitioners to post claims and 
for Customs to investigate petitions; and (4) reduce the re- 
view levels for property valued over $25,000. 

Status: Action in process. 

The U.S. Marshals Service should continue to seek court 
procedure changes that will appoint the Customs Service as 
the substitute custodian for the property it seizes to reduce 
staff time and unnecessary expenditures and to increase 
sales proceeds. 
Status: Action in process. 

Agency Comments/Action 

The U.S. Customs Service has agreed to implement all of 
the recommendations. Although the Department of Justice 
has not responded, GAO understands that it will also imple- 
ment all of the recommendations. 



VARIOUSDEPARTMENTSANDAGENCIES 

BEPARPMENT OF JUSTICE 
BEPARiMENTOFTHETREASURY 
Cffice of the Comptroller of the Currency 
FEDERAL DEPOSIT INSURANCE CORPORATION 
FEDERALRESERVESYSTEhl 

Ban& Merger Process Should Be Modernized and Simplified 
(GGD-82-53, 8-76-82) 

Budget Function: General Government Other General Government (806.0) 
Legislative Authority: Banking Agency Audit Act (31 USC. 67). Bank Merger Act (12 U.S.C. 1828(c)). Bank Holding Com- 
pany Act (12 U.S.C. 1841 et seq.). Clayton Act (Trusts) (15 U.S.C. 12 et seq.). Sherman Antitrust Act (15 U.S.C. 1 et seq.). 
Depository Institutions Deregulation and Monetary Control Act of 1980 (P.L. 96-221). Financial Institutions Regulatoty and 
Interest Rate Control Act of 1978 (12 U.S.C. 3301 et seq.). McFadden Act (Banking) (12 USC. 36). Douglas Amendment 
(Bank Holding Companies) (12 U.S.C. 1842(d)). Community Reinvestment Act of 1977 (12 U.S.C. 2901 et seq.). 12 U.S.C. 
214a et seq. 

Because of recent increases in the number of bank mergers 
and the potential for further increases, GAO reviewed the 
Federal laws and regulatory supervision for approving bank 
mergers. 
Flndlngs/Concluslons: Broadly speaking, in acing on 
merger applications, Federal and State agencies consider 
the following factors: ( 1) the financial condition of the appli- 
cant banks, (2) the character and experience of the man- 
agement of the surviving bank, (3) whether the convenience 
and needs of the community will be served, and (4) the ef- 
fects of the merger on competition. Although Federal bank 
regulators’ assessments of the competitive effects of pro- 
posed mergers receive the most consideration and involve 
the most controversy, the agencies’ evaluations are not uni- 
form, and specific criteria have not been developed for 
making the evaluations. The ways by which the regulators 
defined the relevant market to be used in evaluating com- 
petitive effects of proposed mergers differed and lacked un- 
iform criteria in applying the line of commerce and potential 
competition concepts. This has resulted in conflicting deci- 
sions by Federal regulators and encourages “agency shop- 
ping” whereby parties to a merger seek out the Federal 
bank regulator possessing the most lenient standards for 
assessing mergers. GAO also found that, despite its fre- 
quent use, the phantom bank merger process is expensive, 
time consuming, and burdensome to banks, bank holding 
companies (BHC), and Federal regulators. This complicat- 
ed process is used because banking laws do not provide for 
shell corporations which serve similar purposes for non- 
bank corporations. Finally, GAO concluded that changes 
are needed in both agency practices and merger law to re- 
duce the processing time for merger applications. 

Recommendstlons to Congress: Congress should amend 
the Bank Merger Act to provide that the banking agencies, 
to the extent practicable and within available data limita- 
tions, consider competing nonbank financial institutions in 
evaluating the competitive effects of a bank merger. 
Status: Action in process. 
Congress should amend the Bank Holding Company Act to 
permit a BHC to acquire, by an exchange of stock, total 
control of an operating national bank subject to approval of 

the Federal Reserve and upon the affirmative vote of the 
shareholders owning at least two-thirds of that bank’s out- 
standing capital voting stock. The amendment should pro- 
vide that: (1) the appropriate BHC application be accom- 
panied by a plan of acquisition; (2) the shareholders of the 
target bank voting against the acquisition could receive 
stock in the holding company; (3) the exchange of stock 
qualify as a tax-free exchange; (4) the acquired bank contin- 
ue as a Federal Deposit Insurance Act insured bank; (5) the 
plan of acquisition be in compliance with all applicable Fed- 
eral securities laws; and (6) for similar acquisitions of State- 
chartered banks, the BHC application be accompanied by a 
plan of acquisition rather than a merger application. 
Status: Action in process. 

Congress should amend the Bank Merger Act to exempt 
phantom mergers and corporate reorganizations from 
competitive effects assessments. This would remove the re- 
quirement that the responsible agency obtain reports on a 
proposed merger’s competitive aspects from the Attorney 
General and the other two bank regulatory agencies. These 
types of mergers should also be exempted from the 30-day 
period for Attorney General review prior to consummation. 
Status: Action in process. 

Congress should delete the publication and comment re- 
quirement for phantom mergers and corporate reorganiza- 
tions and reduce the publication period for regular mergers 
to a period more consistent with that of other types of cor- 
porate change applications. 
Status: Action in process. 

Recommendations to Agencies: The three Federal bank 
regulatoty agencies should, with the advice of the Depart- 
ment of Justice, work together to formulate a useful and 
consistent method of analysis for considering what effect a 
proposed merger would have on future competition in the 
market area of the bank being acquired. 
Status: Action in process. 

The three Federal bank regulatory agencies should jointly 
establish a more consistent method of analysis for defining 
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the relevant market when evaluating the competitive as- 
pects of a proposed merger. 
Status: No action initiated. Date action planned not known. 

The Federal regulators should take steps to ensure that 
competitive factor reports are furnished to the requesting 
agency within the required 30 days and that the requesting 
agency properly considers the comments received and 
reconciles major conflicting conclusions. 
Status: Action in process. 

The Office of the Comptroller of the Currency and the Fed- 
eral Deposit Insurance Corporation (FDIC) should delegate 
responsibility to their regional offices for approving less 
complicated mergers. 
S&&IS: Action completed. 

FDIC should permit regional offices to officialiy accept all 
merger applications and immediately begin their process- 
ing. 
Status: Action completed. 

The Federal Reserve System and FDIC should jointly work 
with State bank regulators to: (1) coordinate the Federal- 
State review of merger applications, and (2) develop com- 
mon merger application forms. 
Status: Recommendation no longer valid/action not intend- 

ed. Because of the hiteed extent to which the Federal 
Reserve Board works with State applications, it suggest- 
ed that the cost effectiveness of the recommendation 
might not make implementation workable. GAO did not 
study this aspect of the recommendation in sufficient de- 
tail to dispute this. However, the Federal Reserve Sys- 
tem agreed to cooperate with States to the greatest ex- 
tent possible. 

Agency Comments/Action 

The extent to which the agencies have taken action varies 
within and among them. For example, the Office of the 
Comptroller of the Currency is drafting proposed legisla- 
tion which it plans to submit to Congress during the 
spring of 1984 to accomplish the objectives of the recom- 
mendations to Congress. On the other hand, the three 
bank regulatory agencies have been unable to jointly 
reach agreement on a uniform method of analysis for de- 
fining the relevant market when evaluating the competitive 
aspects of a proposed merger as recommended by GAO. 

82 



VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF JUSTICE 
DISTRICT OF COLUMBIA 

Millions of Dollars in Charges for Housing D.C. Prisoners in Bureau of Prisons’ institutions Are in Dispute 
(GGD-83-44, 6- 7 -83) 

Budget Function: Administration of Justice: Federal Correctional Activities (753.0) 
Legislative Authority: D.C. Code tit. 24 P423. 18 U.S.C. 5003. 

GAO reviewed the dispute between the Bureau of Prisons 
and the District of Columbia Government concerning pay- 
ments to house D.C. prisoners in Federal correctional insti- 
tutions. 

Findings/Conclusions: GAO noted that, according to the 
Bureau’s records, the D.C. Government owed it more than 
$20 million as of August 1982. This deficit existed even 
after the D.C. Government paid the Bureau s 12.5 million in 
January 1982 to partially offset the deficit. GAO found that 
the agencies cannot agree on the amount of money owed 
or how the interest charges should be applied. The Bureau 
applied the January 1982 payment to the interest due on 
the outstanding debt and the portion of the debt that had 
been in arrears the longest. However, the position of D.C. is 
that it should not pay interest charges on all of the outstand- 
ing debt because a large part of the balance consists of 
questionable costs. GAO also noted that the Bureau has lit- 
tle incentive to resolve billing disputes with the D.C. Depart- 
ment of Corrections because the funds, by law, are not 
available to the Bureau, but are deposited to the U.S. Treas- 
ury. GAO concluded that the Bureau and the D.C. Govern- 
ment need to resolve their dispute over payments to house 
D.C. prisoners in Federal correctional institutions and to 
take steps to prevent such disputes in the future. 

Recommendations to Agencies: The Attorney Genera1 
should require the Director of the Bureau of Prisons to for- 
mulate legislation to authorize the Bureau of Prisons to use 
reimbursements collected from the D.C. Government to 
offset the Bureau’s operating expenses for housing D.C. 
prisoners. 
Status: No action initiated. Date action planned not known. 

The Attorney General should require the Director of the 
Bureau of Prisons to enforce the terms of the recently re- 
vised billing procedures that require Bureau of Prisons’ in- 
stitutions to submit negative quarterly reports to the Depart- 
ment of Corrections when no D.C. prisoners are being 
housed. 
Status: Action completed. 

The Attorney General should require the Director of the 
Bureau of Prisons to enforce the terms of the recently re- 
vised billing procedures that require Bureau of Prisons’ in- 
stitutions to submit negative quarterly reports to the Depart- 
ment of Corrections when no D.C. prisoners are being 
housed. 
Status: Action completed. 

The Attorney General should require the Director of the 
Bureau of Prisons to meet with D.C. Government officials 
to: (1) resolve how the $12.5 million the District paid in 
January 1982 is to be applied by the Bureau; and (2) deter- 
mine how debt resolution and the application of payments 
will be handled in the future. 
Status: Action completed. 

The Mayor of the District of Columbia and the Attorney 
General should set a timetable for resolving the disputed 
charges and outstanding debts that are now on the Bureau 
of Prisons’ records. 
Status: Action in process. 

Agency Comments/Action 

Both the D.C. Department of Corrections and the Depart- 
ment of Justice stated that they will work to resolve the 
disputed billings. On October 28, 1983, the Federal 
Bureau of Prisons and the D.C. Department of Correc- 
tions concluded a memorandum of understanding which: 
(1) established billing procedures; (2) required the D.C. 
Department of Corrections to immediately pay $12.1 mil- 
lion for bills that had been verified; and (3) proposed to 
cancel $5.8 million for bills that were difficult to verify. 
They want to cancel the $5.8 million because of the sub- 
stantial costs both agencies would incur to verify the bills 
making up this total. The cancellation of the $5.8 million 
is still unresolved since the proposal has not yet been ap- 
proved by the appropriate authorities. 



VAFUOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF JUSTICE 
JUDICIAL CONFERENCE OF THE UNITED STATES 

U.S. Marshals Can Serve Civil Process and Transport Prisoners More Efficiently 
(GGD-82-8, 4-22-82) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751 .O) 
Legislative Authority: Judiciary Act (1 Stat. 73). P.L. 87-621. Fed. R. Civ. P. 4. Fed. R. Civ. P. 45. H.R. 3580 (97th Cong.). S. 
951 (97th Cong.). S. 2377 (96th Cong.). H.R. 4272 (96th Cong.). 28 USC. 1921. 28 U.S.C. 569(b). 1 Stat. 87. 

GAO examined the operations of the U.S. Marshals Service 
and evaluated the Marshals Service’s efforts to serve civil 
process for private litigants and to transport Federal prison- 
ers between judicial districts. 
FlndingslConcluslons: Marshals have been required by law 
to seIve civil process when directed by the courts. Civil 
process is served and fees are charged in accordance with 
judicial rules and Federal statute which are causing the 
process-serving function to be uneconomical and ineffi- 
cient. Rule 4 of the Federal Rules of Civil Procedure governs 
the service of process and causes marshals to be excessive- 
ly invotved with the performance of this function. It also re- 
stricts the use of an efficient method of service for sum- 
monses and complaints, certified mail. Although recent 
changes have been made to Rule 4 to broaden the range of 
people with blanket authorization to serve civil process and 
the ability of courts to specifically appoint persons to service 
civil process, these changes have not had a significant im- 
pact. Rule 4 allows the use of certified mail to serve sum- 
monses and complaints to individuals, business concerns, 
and unincorporated associations. However, most States do 
not specifically allow the routine use of certified mail to 
serve civil summonses and complaints. GAO found that 
certified mail was an effective and efficient method of serv- 
ice and did not hamper court operations. In an effort to re- 
duce the cost of transporting Federal prisoners across Fed- 
eral judicial district boundaries, the National Prisoner Trans- 
portation System was developed. However, it is not being 
used to its full potential which results in unnecessary trans- 
portation costs and danger to the public. 
Recommendetlons to Congress: Congress should revise 28 
U.S.C. 1921 to give the Attorney General authority to 
periodically revise the fees that marshals charge for serving 
civil process for private litigants in Federal court. 
Status: Action in process. 
Congress should require that the established fees provide 
full recovery of marshals actual operating costs to serve pri- 
vate civil process exclusive of the costs incurred to serve 
process for indigents. 
Status: Action in process. 
Recommendations to Agencies: The Attorney General 
should: (1) implement a definitive and detailed prisoner- 
movement priority system for trip coordinators to use when 

scheduling trips; (2) gather more specific deadline informa- 
tion for each prisoner movement; (3) require U.S. Attorneys’ 
Offices to provide marshal personnel more timely informa- 
tion in order that the maximum amount of lead times are 
provided trip coordinators when scheduling trips; and (4) 
direct trip coordinators to critically evaluate each proposed 
prisoner movement for cost-effectiveness. 
Status: Action completed. 
The Judicial Conference should develop amendments to 
Rule 4 of the Federal Rules of Civil Procedure which would 
require that civil process be served by persons specially ap- 
pointed or approved by the courts to perform this function, 
except in those situations when service of process by 
marshals is specifically required by law or is deemed neces- 
sary by the courts. 
Status: Action completed. 
The Judicial Conference should develop amendments to 
Rule 4 of the Federal Rules of Civil Procedure which would 
authorize all Federal judicial districts to use certified mail as 
one of the methods of serving summonses and complaints 
except when service is to be made to an infant or an incom- 
petent and complaints should designate the person who 
may properly sign For the receipt of such process. 
Status: Recommendation no longer valid/action not intend- 
ed. In passing P.L. 97-462. Congress has designated 
that first class mail be used rather than certified mail as 
the primary means of serving civil summonses and com- 
plaints. The use of first class is now authorized in every 
district regardless of whether a State’s laws authorize it. 
This effort is consistent with the recommendation. 

Agency Comments/Action 

The Judicial Conference has passed amendments which 
would achieve the purpose of the GAO recommendations. 
The implementation date of these amendments was OC- 
tober 1, 1983. Justice has taken specific actions to ac- 
complish the intent of the recommendations relating to 
prisoner transportation. These actions were verified and 
an accomplishment report issued. 



VARIOUS DEPARTMENTSANDACiENCIES 

DEPARTMENT OF LABOR 
DEPARTMENTOFTHETREASURY 
Internal Revenue Service 
PENSION BENEFIT GUARANTY CORPORATION 

Better Management of Private Pension P/an Data Can Reduce Costs and Improve ERISA Acfministration 
(I-MD-82-72, 70-19-87) 

Budget Function: Income Security: General Retirement and Disability Insurance (601 .O) 
Legislative Authority: Employee Retirement Income Security Act of 1974. Claims Collection Act (31 U.S.C. 952). 4 C.F.R. 
102.1. 

The Department of Labor, the Internal Revenue Service 
(IRS), and the Pension Benefit Guaranty Corporation 
(PBGC) are responsible for admimstering and enforcing the 
Emp1oye.e Retirement Income Security Act (ERISA). Private 
pension plans are required to report substantial information 
to these agencies under the Act. GAO investigated the ERI- 
SA information managerial activities of Labor. IRS. and 
PBGC to determine the adequacy and effectiveness of: ( 1) 
the agencies’ efforts to make sure that pension plans file 
ERISA annual reports, annual premium filings. and sum- 
mary plan descriptions: and (2) the IRS efforts to assure that 
annual reports filed by plans are complete. 
Findings/Conclusions: Information required to be reported 
annually by private pension plans IS not being effectively, ef- 
ficiently, or economically managed. Although the agencies 
believe that almost all of the required annual report Infor- 
mation is critical for them to administer the Act. GAO found 
that some plans may not be filing reports and that many of 
the reports filed are incomplete. In 1979, both Labor and 
IRS attempted to assure that the plans filed reports. These 
efforts wasted labor and resources and irritated plan ad- 
ministrators. The agencies did not use all the information 
on reports filed nor did they establish controls to ensure 
that data they used were accurate. When informatlon was 
missing from reports flied, IRS did not take adequate action 
to obtain the missing data and accepted reports with critical 
information items missing. GAO found no evidence that IRS 
plans to take more forceful action to obtain InformatIon 
missing from filed reports. PBGC has not made certain that 
insured plans pay required premiums every year. or at all. 
and does not use ERISA annual report information for col 
letting unpaid premiums; thus, millions of dollars In preml- 
urns may have been lost. The extent to which planned im- 
provements can be Implemented IS questionable because 
of the restricted ability of PBGC to overcome unreliable data 
with limited resources. Both IRS and PBGC are paying for 
improving and maintaining the accuracy of data for the 
same plans on two separate files, and there IS an additional 
cost for their reconciliation. Filing plan summaries with La- 
bor is costly and unnecessary. 

Recommendations to Congress: Congress should amend 
the Employee Retirement Income Security Act to: ( 1) elim- 
inate the requirement that employee benefit plans routinely 
file copies of plan descriptions and plan summaries with La- 
bor: (2) require the plans to provide Labor with copies of 
plan summaries at the request of Labor; and (3) require La- 

bor to obtain, on behalf of plan partlclpants and others, 
copies of plan summaries from the plans when so request- 
ed. Congress should make these amendments before plans 
have to meet summary refiling requirements In 1982 
Status: Action in process. 

Recommendations to Agencies: The Secretaries of Labor 
and the Treasury and the Executive Director of the Pension 
Benefit Guaranty Corporation should reassess the need for 
each annual report information item and eliminate the re- 
porting requirement for those not needed to carry out the 
Employee Retirement Income Security Act’s overall partici- 
pation protection goals. 
Status: Action completed. 

The Commissloner of the Internal Revenue Service should 
Implement procedures to ensure that Information Items 
needed for the annual report are obtained. lncludlng Invok- 
ing penalties when plans fail to provide the information 

Status: Action completed. 

The Executive Director of the Pension Benefit Guaranty 
Corporation and the Commissloner of the Internal Revenue 
Service (IRS) should establish and carry out a tlmetable for 
IRS to assume responsibility for receipt and processing of 
both premium collectlon and annual report InformatIon 
and. while these steps are being taken, undertake a cooper- 
ative effort to reconcile the differences between the annual 
report and premium files. The Executive Director should 
take action to collect unpaid premiums identified by this ef- 
fort. 
Status: Action in process. 

Agency Comments/Action 

The agencies advised GAO that they agree with the thrust 
of the recommendations and are taking actions to imple- 
ment them. By October 1983, the agencies had reassess- 
ed the need for annual report information items and IRS 
had implemented procedures for better ensuring that 
needed information items are obtained. IRS and the Pen- 
sion Benefit Guaranty Corporation have been evaluating 
the feasibility and costs of IRS assuming responsibility for 
receipt and processing of premium collection. According 
to IRS, however, premium collection responsibility cannot 
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be transferred until the computer capacity is increased in 
1985, or later. 

Congress is considering legislation to reduce private pen- 
sion plan reporting requirements under ERlSA and to im- 
prove the management information that is reported. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENT OF STATE 
DEPARTMENTOFTHETREASURY 
UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 
Agency for International Development 

Changes Needed in U.S. Assistance To Deter Deforestation in Developing Countries 
(10-82-50, 9-7 6-82) 

Budget Function: International Affairs (150.0) 
Laglslative Authority: Foreign Assistance Act of 1961. P.L. 80-480. 

GAO reviewed the problem of deforestation in developing 
countries and evaluated whether forestry, agricultural, and 
rural development projects have been promoting improved 
and self-sustained forestry and natural resource consetva- 
tion. 
Flndlngs/Concluslons: The forests of most developing 
countries are not regenerating themselves quickly enough 
to sustain an adequate natural resource base for supporting 
the growing populations. The forestry projects approved by 
the Agency for International Development (AID) and other 
donors are experiencing delays, because host-government 
forest service organizations have been unable to obtain the 
necessary financial and political commitments from their 
governments. Economic, political, and social problems lim- 
it the ability of developing countries to ease the pressures 
exerted by their agrarian populations on the mountains, hill- 
sides, and other marginal lands not suited to intense cultiva- 
tion and grazing. GAO questioned the allocation of much of 
the AID forestry project assistance for building fledgling 
forest service organizations which neither have the neces- 
sary support of their governments nor the extension service 
capabiii to focus immediately on subsistence farmers, the 
principal cause of deforestation. Coordination and cooper- 
ation among international donors at the country level is in- 
frequent and is not encouraged by host governments. 

Recommendations to Agencfes: The Secretaries of the 
Treasury and State should request international organiza- 
tions, in designing their projects, to give greater considera- 
tion to the impact on subsistence farmer populations resid- 
ing in and around forested and watershed areas which are 
targeted for commercial timber harvesting, and road, dam, 
and irrigation construction projects. 
status: Action completed. 
The Administrator, AID, should support forestry-related 
projects that are within host-government political and finan- 
cial capabilities and work with countries to engender more 
positive government commitment to deforestation prob- 
lems. 
Status: Action in process. 

The Administrator, AID, should assess the implementation 
problems which have delayed some projects and, where 
problems are attributable to limitations on host-government 

capabilities, adjust the projects to be better suited to 
developing country capabilities. 
Status: Action completed. 
The Administrator, AID, should: (1) implement strategies, 
such as those already endorsed by the agency’s forestry 
policy paper, which encourage program officials to incor- 
porate forestry assistance with agricultural and rural devel- 
opment programs whose principal focus is the subsistence 
farmers; and (2) seek the cooperation of other donors and 
the developing countries, where appropriate, to develop the 
needed links for using established developing-country agri- 
cultural service extension systems as a more direct and ec- 
onomic vehicle for improving the forestry and natural re- 
source conservation practices of subsistence farmers. 
Status: Action in process. 
The Secretaries of State and the Treasury should request 
that the U.S. representatives to the international organiza- 
tions stress the importance of improving the productive 
quality of the land now under cultivation by using more 
forestry elements in the agriculture programs supported by 
these institutions. 
Status: Action completed. 

Agency Comments/Action 

AID said that the report’s presentation of the forest destruc- 
tion problem in developing countries would serve to foster 
an improved Forestry program both within AID and among 
the donor community. AID continues to take exception with 
some of the recommendations. It asserts that the recom- 
mendations could: (1) have a negative influence on its insti- 
tution building policy objectives and responsibilities; and (2) 
convey an impression that its forestry projects are not suffi- 
ciently integrated with established agricultural and rural de- 
velopment programs. Reference to the report’s inaccuracies 
and oversights emanated from AID Latin America and 
Caribbean Bureau staff and their disagreement with the 
portrayal of AID projects as far exceeding the capabilities 
and commitment of host governments. The AID response 
is vague about plans to proceed with the implementation. 
Treasury said that U.S. directors at member development 
banks will discuss and assess the recommendations objec- 
tives. 
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VARIOUS DEPARTMENTS AND AGENCIES 

DEPARTMENTOFSTATE 
UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 
Agency for international Development 

International Assistance to Refugees in Africa Can Be hproved 
(10-83-2, 12-29-82) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (151 .O’) 
Legislative Authority: Foreign Assistance Act of 196 1. Migration and Refugee Assistance Act of 1962. Refugee Act of 1980. 
P.L. 80-480. 

GAO reported on improvements that could be made in 
international assistance to refugees in Africa. 
Findings/Conclusions: Based on visits to four countries, 
GAO stated that efforts to meet refugee needs could be im- 
proved by better planning and coordination. GAO found 
that inequitable amounts and types of assistance have been 
provided to refugees in Africa, the UN. programs tend to be 
open-ended and without plans for phasing out assistance, 
and continuous high levels of assistance often serve as a 
deterrent to refugees’ voluntary repatriation. At two camps, 
the amount of assistance provided to refugees has exceed- 
ed the living standards of the local population. GAO be- 
lieves that these problems occurred because comprehen- 
sive country-program plans and agreements with govern- 
ments offering asylum and program guidance were not es- 
tablished nor was donor assistance effectively coordinated. 
African refugee programs are not sufficiently evaluated be- 
cause of the Department of State’s limited in-country as- 
sessment of, and reporting on, the UN. High Commissioner 
for Refugees (UNHCR) activities and projects, and the fact 
that about 95 percent of U.S. contributions to the program 
were unrestricted and inherently difficult to track. GAO 
found that, in some countries, governments consider the 
refugees as guests and limit the extent to which refugees 
can effectively resettle and integrate into the economy. 
Less restrictive asylum-country policies are needed for 
Agency for International Development (AID) refugee assis- 
tance to be effective. 
Recommendations to Agencies: The Secretary of State 
should encourage the UNHCR, in planning and implement- 
ing African refugee assistance programs, to: (1) develop a 
more comprehensive working agreement with asylum gov- 
ernments, defining the specific roles, responsibilities, and 
authority of the UNHCR and the asylum governments; and 
(2) develop a muitiyear plan of operations for those coun- 
tries where near-term solutions to refugee problems do not 
appear possible. 
Status: Action in process. 

The Secretary of State, in conjunction with the Administra- 
tor of AID should, where appropriate, establish a means to 
better evaluate and report on specific UNHCR refugee pro- 
grams. State Department oversight of UNHCR programs 
should determine whether such programs: (1) provide as- 
sistance to all refugees who require assistance; (2) provide 
reasonable amounts and types of assistance in keeping with 
UNHCR standards and objectives; (3) are effectively coordi- 
nated with other donors and private voluntary organizations; 
and (4) promote lasting solutions to refugee problems. 
Status: Action in process. 

The Administrator, AID, should closely monitor AID plans 
for bilateral refugee assistance to assure that asylum coun- 
tries remove barriers to economic integration of refugees 
before making direct U.S. commitments. 
Status: Action in process. 

Agency Comments/Action 

The Department of State and AID have reported taking ac- 
tion on all of the recommendations. They plan to press the 
UNHCR to develop multiyear plans of operation to en- 
courage it to better plan and implement its programs. They 
also note UNHCR development of a “Handbook for Emer- 
gencies” to improve in-country programs. To improve U.S. 
evaluation and monitoring of UNHCR programs in Africa, 
State and AID are planning to: ( 1) more judiciously earmark 
U.S. funding of UNHCR programs; (2) add a third African 
country program officer at State; (3) establish a refugee af- 
fairs coordinator position in Khartoum, Sudan; and (4) con- 
sider ways to enhance and evaluate UNHCR programs. AID 
has indicated that In planning refugee programs/activities fi- 
nanced from the special $30 million appropriation, it will 
continue to ensure that refugees are not restricted in their 
attempts to integrate economically in the asylum countries. 
Final obligation of these funds is expected by the end of 
1983. 
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VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENT OF THE INTERIOR 
FEDERAL ENERGY REGULATORY COMMISSION 

Interior’s Program lo Review Withdrawn Federal Lands 
(RCED-83-26, 1 O-7-82) 

Budget Function: Natural Resources and Environment: Other Natural Resources (306.0) 
Legislative Authority: Land Policy and Management Act. Mineral Leasing Act. Geothermal Steam Act of 1970. Quadrennial 
Authorization Act of 1978 (P.L. 95-352). Power Act (Water) (16 U.S.C. 818). Mining Claims Rir;‘,ts Restoration Act of 1955 
(30 USC. 621). 43 C.F.R. 2310. BLM Organic Act Directive 79-28. 43 U.S.C. 1214. 

Congress required the Department of the interior to review 
certain types of Federal lands that have been withdrawn by 
Federal agencies from mineral exploration and develop- 
ment. GAO was requested to examine: (1) how interior is 
implementing the program to review existing Federal with- 
drawals, and (2) what actions Interior is taking to review 
withdrawals from lands not formally withdrawn but restrict- 
ed from mineral exploration and development. 
Findings/Conclusions: GAO found that the withdrawal re- 
views, conducted by Interior‘s Bureau of Land Management 
(BLM), could be more consistent with the objectives of 
Congress and, therefore, more responsive to congressional 
expectations. Although the Federal Land Policy and Man- 
agement Act requires BLM to review requests for land with- 
drawal, BLM is giving priority to reviewing lands not speci- 
fied by Congress for review and not closed to mmeral entry. 
Further, GAO found that, although Interior seems intent on 
opening more Federal lands to multiple use, it is allowing 
management to make decisions to informally withdraw 
lands from mineral exploration and development. GAO 
also identified other problems with program implementa- 
tion which need attention, such as confusion among pro- 
gram officials about the requirement for mineral reports. 
The program’s successful completion may be jeopardized 
by funding and support problems. 
Recommendations to Congress: Congress should amend 
section 204(l)(3) of the Federal Land Policy and Manage- 
ment Act (FLPMA) deleting the words “$10 million” and 
substituting a revised appropriation ceiling, based on re- 
fined Interior budget estimates. 
Status: No action initiated. Date acbon planned not known. 

Congress should enact a line item appropriation for with- 
drawal review activities to be appropriated to Interior for the 
use of all Federal agencies participating in the withdrawal 
review program. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of the lnteri- 
or should direct BLM to allocate program resources propor- 
tionately for the remainder of the withdrawal review pro- 
gram to States with the most acreage withdrawn and the 
best potential for mineral development 
Status: No action initiated. Date action planned not known. 

The Secretary of the lntenor should direct BLM to use spe- 
clal project codes to track activities authorized under sec- 
tion 204(l) of FLPMA and submit this estimate to Congress 
as a new appropriation ceiling. 
Status: Action in process. 

The Secretary of the Interior should direct BLM to develop 
new budget estimates for the completion of the withdrawal 
review program based only on activities authorized under 
section 204(l) of FLPMA and submit this estimate to 
Congress as a new appropriation ceiling. 
Status: No action initiated. Date action planned not known. 

The Secretary of the Interior should direct BLM to seek pro- 

gram funding for the participating Federal landholding 
agencies through Interior’s budgetary process and reim- 
burse these agencies for their work related to the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of the Interior should direct BLM to work with 
holding agency officials to determine which lands are 
closed to mineral exploration and development and allocate 
program resources to ensure a review of these lands first. 
Status: Action in process. 

The Secretary of the Interior should establish minimum 
standards for mineral reports required under the review pro- 
gram and for new withdrawal applications. 
Status: Action in process. 

The Secretary of the Interior should consolidate the respon- 
sibilities for performing and evaluating these mineral re- 
ports under one Assistant Secretary. 
Status: No action initiated. Date action planned not known. 

The Secretary of the Interior should establish criteria on 
which management decisions which preclude mineral leas- 
ing or mining on Federal lands must be based. The Secre- 
tary should also require BlJI to maintain records of these 
decisions adequate enough to permit periodic congression- 
al oversight. 
Status: Action in process. 

The Secretary of the Interior should establish standards and 
criteria for the use of restrictive stipulation on oil and gas 
leases, such as surface disturbance and “no surface occu- 
pancy” restrictions. Leasable lands should then be inven- 
toried to determine the extent of use of such stipulations 
and to verify if the stipulation use meets the standards and 
criteria. Stipulation uses which are determined to be unjusti- 
fied should be removed. 
Status: Action in process. 

The Federal Energy Regulatory Commission should estab- 
llsh a policy to remove the segregative effect on Federal 
lands of a hydroelectric power project application when 
consideration of the application is terminated without the is- 
suance of a license. 
Status: Action completed. 
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Agency Comments/Action 

Interior generally agreed with the recommendations con- 
cerning minerals matters and program operations but ex- 
pressed some reservation about implementing some of the 
budgetary recommendations. As a result, Interior has taken 
action to implement 6 of the 12 recommendations. 



VARIOCIISDEPARTMENTSANDAGENCIES 

DEPARTfflENT QF THE iNPERlQR 

The Federal Audit Function in the Territories Should Be Strengthened 
(A FMD-82-23, 3-25-82) 

Budget Function: Financial Management and Information Systems: internal Audit (998.3) 
Legislative Authority: inspector General Act of 1978 (5 U.S.C. App. 9). P.L. 94-241. H. Rept. 90-1521. H.R. 7329 (90th 
Cong.). OMB Circular A-l 02. Dep’t of the Interior Order 3009. 48 U.S.C. 1422d. 48 U.S.C. 1599. 48 U.S.C. 1681 b. 

The principal U.S. territories of American Samoa. Guam, 
the Northern Mariana Islands, the Virgin Islands, and the 
Trust Territory of the Pacific Islands have had longstandmg 
problems in their financial management systems. The De- 
partment of the Intenor’s U.S. Government Comptrollers 
are present& responsible for auditing all signrficant aspects 
of governmental operations and Federal programs In these 
territories. Because of the substantial Federal assistance 
provided to the territories and the difficulty they have im- 
proving and maintaining adequate financial management 
systems, the Federal audit function is still needed. GAO re- 
viewed the organization and the functions of the offices of 
the U.S. Government Comptrollers as part of its continuing 
efforts to improve the Federal internal audit capability. 
Findings/Conclusions: GAO stated that the Comptrollers 
are located in a line organization that has management re- 
sponsibility for the activities being audited and do not report 
to a high enough level in the Interior. Consequently, their in- 
dependence has been impaired. Also, the establishment of 
close relationships between auditors and territorial officials 
may have affected the Comptrollers’ ability to work in an 
impartial manner. GAO also found that a large portion of 
the Comptrollers’ limited audit staff is devoted to preparing 
an ill-defined annual report of the fiscal condition of the 
government, and this is reducing their audit coverage of 
other territorial programs and operations. GAO concluded 
that a strengthened Federal audit presence alone is not 
enough to improve the economy and efficiency of the terri- 
torial governments. The territories need to assume greater 
responsibiltty for establishing and maintaining strong finan- 
cial management systems to ensure proper control and ac- 
countability over Federal and local funds, but they cannot 
do the job alone: they need Federal technical assistance. 
Such assistance. coupled with an Improved territorial gov- 
ernment internal audit capability, would further enhance 
Federal audit effectiveness. 

Recommendations to Congress: Congress should. upon 
termination of the agreement under which the United States 
administers the Trust Territory of the Pacific Islands, enact 
legislation to provide Federal audit oversight in the North- 
ern Mariana Islands. 
Status: Action completed. 
Congress should amend the organic acts for Guam and the 
Virgin Islands and public laws relating to the Northern Mari- 
ana Islands and Trust Territory of the Pacific Islands to: (1) 
transfer the audit authority and staff from the U.S. Govern- 
ment Comptrollers to the Office of the Inspector General, 
Department of the Interior, for the purpose of establishing 

an independent organization which will maintain a satisfac- 
tory level of audit oversight of the governments of Guam, 
the Virgin Islands, the Northern Mariana Islands, and the 
Trust Territory of the Pacific Islands; and (2) eliminate the 
provision requiring the U.S. Government Comptrollers to 
provide reports at the request of the territorial Governors 
and High Commissioner. 
Status: Action completed. 
Congress should enact legislation to transfer the audit au- 
thority and staff from the US. Government Comptroller for 
American Samoa to the Office of the Inspector General, De- 
partment of the Interior, for the purpose of establishing an 
independent organization which will maintain a satisfactory 
level of audit oversight of the government of American 
Samoa. 
Status: Action completed. 
Congress should amend the organic acts for Guam and the 
Virgin islands and the public laws relating to the Northern 
Mariana Islands and Trust Territory of the Pacific Islands to 
eliminate the provisions requiring the U.S. Government 
Comptrollers to submit an annual report of the fiscal condi- 
tion of the government to the territorial Governors, High 
Commissioner, and the Secretary of the Interior. 
Status: Action completed. 

Congress should amend the organic acts for Guam and the 
Virgin Islands and the public laws relating to the Northern 
Mariana Islands and the Trust Territory of the Pacific Islands 
to require the Governors of Guam, the Northern Mariana IS- 
lands, and the Virgin Islands, and the High Commissioner of 
the Trust Territory of the Pacific Islands to: (1) prepare, pub- 
lish, and submit a comprehensive annual financial report in 
conformance with the standards of the National Council on 
Governmental Accounting within 120 days of the close of 
the fiscal year to the Secretary of the Interior and Congress; 
(2) arrange for an independent audit of the comprehensive 
annual financial report in conformance with generally ac- 
cepted government auditing standards for governmental 
units; and (3) submit to the cognizant Federal auditors, the 
Secretary of the Interior, and Congress a written statement 
of actions taken on Federal audit recommendations within 
60 days of the issuance date of the audit report. 
Sfatus: Action completed. 
Congress should enact similar legislation to require the 
Governor of American Samoa to arrange for an independ- 
ent audit of the comprehensive annual financial report in 
conformance with generaliy accepted government auditing 
standards for governmental units. 
Status: Action completed. 
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Congress should enact similar legislation to require the 
Governor of American Samoa to prepare, publish, and sub- 
mit a comprehensive annual financial report in confor- 
mance with the standards of the National Council on Gov- 
ernmental Accounting within 120 days of the close of the 
fiscal year to the Secretary of the Interior and Congress. 
Status: Action completed. 
Congress should enact similar legislation to require the 
Governor of American Samoa to submit to the cognizant 
Federal auditors, the Secretary of the Interior, and Congress 
a written statement of actions taken on Federal audit 
recommendations within 60 days of the issuance date of 
the audit report. 
Status: Action completed. 

Recommendations to Agencies: The President’s Personal 
Representative for Micronesian Status Negotiations should, 
when negotiating the remaining agreements terminating 
the Trust Territory of the Pacific Islands, specifically the sub- 
sidiary agreement on auditing, develop a Federal audit ca- 
pability with respect to the new governments of the Marshall 
Islands, the Federated States of Micronesia, and Palau with 
authority and responsibilities comparable to those of the 
U.S. Government Comptrollers. 
Status: Action in process. 

The Director, Office of Management and Budget, should 
designate the Office of the Inspector General, Department 
of the Interior, as the cognizant Federal audit agency in the 
territories under the single audit concept. 
Status: Action completed. 

The Secretary of the Interior should direct the Inspector 
General to establish formalized audit report followup sys- 
tems in the Interior’s territorial audit offices. 
Status: Action completed. 

The Secretary of the Interior should develop and submit to 
Congress a comprehensive technical assistance plan, in- 
cluding a determination of what resources are needed, to 
establish effective financial management systems for the 
governments of American Samoa, Guam, the Northern 
Mariana Islands, and the Virgin Islands. 
Status: Action completed. 

The Secretary of the Interior should report to Congress on 
the resources needed to assist the new governments of the 
Marshall Islands, the Federated States of Micronesia, and 
Palau in establishing their financial management system re- 
quirements. 
Status: Action completed. 

The Governor of American Samoa should strengthen his 
internal audit function by increasing the size of staffs, im- 
proving staff capabilities, expanding the scope of audit cov- 
erage, and ensuring audit independence. 
Status: No action initiated. Date action planned not known. 

The Governor of Guam should establish an audit followup 
system to ensure that recommended corrective actions on 
all Federal and independent audit reports are implemented 
and followed through to completion. 
Status: No action initiated. Date action planned not known. 
The Governor of Guam should strengthen his internal audit 
function by increasing the size of staffs, improving staff 
capabilities, expanding the scope of audit coverage, and en- 
suring audit independence. 
Status: No action initiated. Date action planned not known. 
The Governor of the Northern Mariana Islands should es- 
tablish an audit followup system to ensure that recom- 
mended corrective actions on all Federal and independent 
audit reports are implemented and followed through to 
completion. 
Status: No action initiated. Date action planned not known. 
The Governor of the Northern Mariana Islands should 
strengthen his internal audit function by increasing the size 
of staffs, improving staff capabilities, expanding the scope 
of audit coverage, and ensuring audit independence. 
Status: No action initiated. Date action planned not known. 
The Governor of the Virgin Islands should establish an audit 
followup system to ensure that recommended corrective 
actions on all Federal and independent audit reports are im- 
plemented and followed through to completion. 
Status: No action initiated. Date action planned not known. 
The Governor of the Virgin Islands should strengthen his 
internal audit function by increasing the size of staffs, im- 
proving staff capabilities, expanding the scope of audit cov- 
erage, and ensuring audit independence. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

Interior concurred with the legislative recommendation 
and agreed to implement it as soon as H.R. 5139 was 
enacted. The bill (P.L. 97-357) was subsequently enacted 
and signed by the President on October 19, 1982. Interior 
also concurred with GAO recommendations to the agency 
and outlined corrective actions taken or to be taken on 
each recommendation. 

The Governor of American Samoa should establish an au- 
dit followup system to ensure that recommended corrective 
actions on all Federal and independent audit reports are im- 
plemented and followed through to completion. 
Status: No action initiated. Date action planned not known. 
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VARIOUS DEPARTMENTSANDAGENCIES 

DEPARTMENT OF THE INTERIOR 
OFFICE OF MANAGEMENT AND BUDGET 

Outlook for Achieving Fiscal Year 1983 Offshore Revenue Estimate: Possible but Not Like/y 
(EMD-82-83, 6-8-82) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Legislative Authority: Outer Continental Shelf Lands Act Amendments of 1978. 

GAO was asked to review the Administration’s estimate 
that Outer Continental Shelf revenues would total $18 bil- 
lion for fiscal year (Fy) 1983. Questions focused on: (1) 
the assumptions, data, and methodology used to develop 
the estimate; (2) the relationship of the estimate to prior 
years’ receipts; (3) the accuracy of estimates for the past 
10 years; (4) the role of the Office of Management and 
Budget (OMB) in developing the estimate; and (5) the 
difference between the Administration’s estimate and the 
lesser estimate developed by the Congressional Budget 
Office (CBO). 

Findings/Conclusions: The estimate was reduced to $15.7 
billion after various groups suggested that the original es- 
timate was a means of reducing projected budget deficrts. 
Under the areawide lease offenng approach, sale sizes will 
increase substantially. The Department of the interior has 
developed a new method to forecast bonus receipts; how- 
ever, its track record shows that accurately forecasting re- 
ceipts for any one year is difficult. The high revenue esti- 
mate for FY 1983 is unprecedented. The realization of 
the estimated revenues depends largely upon how pre- 
cisely bonuses for two sales in the Gulf of Mexico were 
estimated, since these account for about two-thirds of the 
original bonus estimate. Bonuses of this size seem ques- 
tionable because most of the Gulf areas have already 
been considered by industry. Resource estimates for these 
two areas vary widely, and the last two sales in the Gulf of 
Mexico brought in substantially lower bonuses than ex- 
pected. The OMB estimate was more than $1 billion 
higher than the original Interior estimate; the major differ- 
ence was that OMB assumed that about s I .5 billion held 
in escrow would be released to the Department of the 
Treasury in FY 1983. The CBO estimate was about $5.2 
billion lower than the Administration’s original estimate. 
The CBO estimate was based on different projections for 

bonus and royalty receipts and different assumptions a- 
bout the release of monies held in escrow. Achievement 
of even the latest Administration offshore revenue esti- 
mate for FY 1983 is possible, but not likely. 
Recommendations to Agencies: The Secretary of the inte- 
rior should evaluate future leasing experience against the 
methodology and assumptions used in the current fore- 
casting model. Such analyses should lead to validations 
or necessary adjustments to the model needed to in- 
crease the reliability and confidence in future revenue 
forecasts. 
Status: No action initiated. Affected parties intend to act. 
The Director of OMB should provide, concurrent with fu- 
ture offshore revenue estimates, a full discussion of the 
rationale used in developing the estimate. This discussion 
would keep Congress and others better informed, and 
should include complete descriptions of the various fac- 
tors that could impact on the accuracy of the estimate, 
type and quality of the data used to develop the estimate, 
and likelihood of achieving that level of revenue. 
Status: Recommendation no longer valid/action not in- 
tended. OMB states that information on the develop- 
ment of OCS revenue estimates is avajlable upon re- 
quest and does not believe that routine publication of 
this information would provide sufficient public benefit 
to justify the publication costs. 

Agency Comments/Action 

interior plans to test and verify its OCS revenue estimating 
methodology in future offshore lease sales. This action is 
in concert with the GAO recommendations. OMB recog- 
nizes that information regarding the formulation of OCS 
revenue estrmates should be available to the public but 
prefers to provide such information on a request basis 
rather than through formal publication. 
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VARIOUS DEPARTMENTS AND AGEYSCIES 

DEPARTMENT OF THE TREASURY 
Office of the Comptroller of the Currency 
FEDERAL DEPOSIT lNSURANCE CORPORATION 
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL 
FEDERALRESERVESYSTEM 

The Federal Structure for Examining Financial institutions Can Be Impfowed 
(GGD-87-27, 4-24-81) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Banking Act of 1933 (12 U.S.C. 1811 et seq.). Depository Institutions Deregulation and Monetary 
Control Act of 1980. Federal Reserve Act (12 U.S.C. 221 et seq.). National Bank Act. P.L. 95-630. P.L. 96-221. 12 U.S.C. 
481. 12 U.S.C. 1725(c)(5). 

Congress took a giant step to improve coordination among 
the Federal regulators by establishing the Federal Financial 
Institutions Examination Council. GAO reviewed the field of- 
fice structure of the bank regulatory agencies to determine 
if there were inherent problems with each agency having its 
own national network of examiners. 
FIndingslConclusions: GAO identified problems with the 
present field office structure which include: (1) there are no 
field offices in some cities and separate field oftlces in other 
cities because the agencies do not share their examining 
capabilities or colocate their field offices; (2) high costs are 
incurred in examining some banks because of the scattered 
distribution of financial institutions which each agency ex- 
amines; (3) the agencies have experienced some diff+zulties 
in managing their examination workload; and (4) many ex- 
aminers have to travel quite extensively. This frequent travel 
creates an undesirable quality of life which results in high 
turnover and makes it difficult to maintain an experienced 
staff. GAO believes that consolidation of the Federal regula- 
tory agencies’ examiner forces is a reasonable solution to 
overcome the inherent problems of each agency maintain- 
ing separate networks of examiners. 
Recommendations to Agencies: The Federal Financial Insti- 
tutions Examination Council should establish a task force to 
determine the feasibility of consolidating the examination 
forces of the Federal regulatory agencies. 
Sfatus: Recommendation no longer valid/action not In- 
tended. 
The Board of Directors of the Federal Deposit Insurance 
Corporation, the Board of Governors of the Federal Reserve 
System, and the Comptroller of the Currency should estab- 
lish procedures for making periodic evaluations of their 
internal organizational structure and take actions to realign 
their field structure whenever opportunities exist to improve 

the dispersal of their examiner forces. 
Status: Action in process. 
The Federal Financial Institutions Examination Council 
should prepare a plan, including proposed legislation, 
whereby bank examinations would be conducted, to the ex- 
tent feasible, by the closest Federal regulatory agency. 
Status: Recommendation no longer valid/action not In- 
tended. 

Agency Comments/Action 

The Council planned no action on the recommendations 
on consolidating the examination forces or on having the 
closest Federal regulatory agency conduct bank examina- 
tions. However, on January 31, 1984, the Vice President’s 
Task Group on Regulation of Financial Servlces endorsed 
a proposal to reorganize the Federal agencies whrch regu- 
late commercial banks. While none of the exlstlng agen- 
cies would be ehminated, the proposal would substantially 
consolidate bank supervision and examination into two 
Federal agencies. This proposal would mlbgate some of 
the problems GAO found with the existing structure for 
examining financial institutions. All recommendations of 
the Task Group will be submitted to the President for ap- 
proval as proposed legislation. The Federal regulatory a- 
gencies have taken a number of actions to realign their 
field structure. The Comptroller of the Currency substan- 
tially reorganized its field structure by establishing SIX dls- 
trict offices to replace its 12 regional offices. During 1983. 
it established 21 of 23 planned new field offices. The Fed- 
eral Deposit Insurance Corporation has made several 
changes to its field structure since 1981, including closing 
two regional offices. The Federal Reserve System has not 
changed its field structure to any extent since 1981 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFTHETREASURY 
Office of the Comptroller of the Currency 
FEDERAL DEPOSIT INSURANCE CORPORATION 
FEDERAL HOME LOAN BANK BOARD 
FEDERALRESERVESYSTEM 
NATIONAL CREDIT UNION ADMINISTRATION 

Financial Institution Regulatory Agencies Can Make Better Use of Consumer Complaint Information 
(GGD-83-31, 8-25-83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Federal Trade Commission Improvement Act (Magnuson-Moss Warranty) (15 U.S.C. 57a). Federal 
Trade Commission Act. Fair Housing Act. Equal Credit Opportunity Act. Consumer Credit Protection Act. Fed. Reserve 
Reg. AA. 

The Federal Deposit fnsurance Corporation (FDIC), the 
Federal Home Loan Bank System (FHLBS), the Federal 
Reserve System (FRS), the National Credit Union Adminis- 
tration (NCUA), and the Office of the Comptroller of the 
Currency accept, investigate, and resolve consumers’ com- 

plaints against the banks and saving institutions they regu- 
late. In response to a congressional request, GAO reviewed 
these agencies’ handling of consumer complaints against 
banks and other regulated financial institutions, including 
how complaint information is used for supervisory and poli- 
cymaking purposes. 
Findings/Conclusions: GAO found that agency complaint 
systems often help consumers solve significant problems a- 
bout financial matters. Most favorable resolutions involved 
situations in which financial institutions had made errors or 
had violated laws or regulations. However, GAO analyzed 
119 serious complaints that uncovered violations of laws or 
regulations and found that information from these com- 
plaints was often not used during subsequent compliance 
examinations. A review of these examinations showed that 
only one-third of the time was an examiner even aware that 
any of the 119 complaints had been filed against an institu- 
tion since the last examination. In its investigation of how 
well agencies handled consumers’ complaints about credit 
discrimination, GAO discovered that Federal agencies did 
give some discrimination complaints the special handling 
suggested by agency procedures. However, this investiga- 
tion did not allow GAO to conclude that special handling 
should have been used more often because the agencies 
did not require complaint handlers to document reasons for 
the type of discrimination investigations they performed. 
GAO also studied complaints that dealt with the treatment 
of inacbve and dormant accounts to determine how these 
complaints were used by agencies in setting policy for 
banking and savings industries. GAO found that the infor- 
mation contarned in complaint files was not organized in a 
way that would be most useful to policy makers concerned 
with unfair or deceptive practices. 

’ Recommendations to Agencies: The Chairmen of FDIC, 
FHLBS, FRS, and NCUA and the Comptroller of the Curren- 
cy should add an additional code to their complaint data 
systems to assist in identifying and evaluating potentially 
unfair or deceptive practices that require further study. 

Status: No action initiated. Date action planned not known. 

The Chairmen of FDIC and FRS and the Comptroller of the 
Currency should devise and implement consistent industry- 
wide complaint classification and reporting procedures to 
make consumer complaint information more accessible 
and usable for policy analyses. 
Status: No action initiated. Date action planned not known. 

The Chairmen of FHLBS and NCUA should consider a- 
dopting similar classification codes to facilitate broader 
comparisons through the entire regulated financial industry. 
Status: No action initiated. Date action planned not known. 

The Chairmen of FDIC, FHLBS, FRS, and NCUA and the 
Comptroller of the Currency should require local complaint 
handlers to document reasons for selecting the types of 
discrimination investigations they perform and require that 
unverified information supplied by institutions during inves- 
tigations be verified during subsequent compliance exami- 
nations. 
Status: No action initiated. Date action planned not known. 

The Chairman of FHLBS should require agency staff to 
identify and refer fair housing complaints to the Department 
of Housing and Urban Development, as specified rn their 
1980 memorandum of understanding. 
Status: Action completed. 

The Chairmen of FDIC, FHLBS, FRS, and NCUA and the 
Comptroller of the Currency should revise their complaint 
handling and examination procedures to include specific 
requirements for coordinating complaints, examinations, 
and supervisory efforts. In particular, they should require fol- 
lowup during subsequent examinations to ensure that 
measures were taken to correct identified violations and to 
ensure that violations are not affecting similarly situated 
customers and require at least minimal documentation of 
all work performed. 
Status: Action in process. 

The Chairman of FHLBS should take steps to ensure that 
the foiiowup code currently in the FHLBS data system is 
consistently applied. 
Status: No action initiated. Date action planned not known. 
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The Chairmen of FDIC, FRS, and NCUA and the Comptrol- 
ler of the Currency should alter their computerized com- 
plaint data systems to identify which complaints require fol- 
lowup or which provide information that may be useful in 
the examination or supervision process. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

FHLBS adopted and has implemented the recommenda- 
tion that agency staff identify and refer fair housing com- 
plaints to the Department of Housing and Urban Develop- 
ment. FHLBS has also agreed that its complaint handling 
procedures need revision according to the recommenda- 
tion. 



VARIOUSDEPARTMENTSANDAGENCIES 

DEPARTMENTOFTHETREASURY 
internal Revenue Service 
PENSION BENEFIT GUARANTY CORPORATION 

Tax Revenues Lost and Beneficiaries Inadequately Protected When Private Pension Plans Terminate 
(HRD-81-117, g-30-81) 

Budget Function: Income Security: General Retirement and Disability insurance (601 .O) 
Legislative Authority: Employee Retirement income Security Act of 1974 (29 U.S.C. 1001 et seq.). [nternai Revenue Code 
(IRC). 

In response to a congressional request, GAO reviewed the 
effectiveness of the practices and procedures of: (1) the 
Internal Revenue Service (IRS) and the Pension Benefit 
Guaranty Corporation (PBGC) for ensuring that pension 
plan terminations are reported; (2) IRS for processing plan 
terminations; and (3) IRS for ensuring compliance with in- 
come tax requirements by individuals receiving pension 
payouts. 
Findings/Conclusions: The review showed that, for about 
two-thirds of reported terminations, plan sponsors were not 
requesting IRS reviews at the time of termination because 
they are not mandatory under the Internal Revenue Code. 
Termination actions were not being reported to PBGC, 
which is responsible for insuring participants’ benefits. 
Thus, at the time of termination there is no assurance that, 
for many such plans, the participants are adequately pro- 
tected as required by the Employee Retirement Income 
Security Act and the Internal Revenue Code. IRS reviews of 
terminating pension plans requested by plan sponsors have 
not been effective in protecting participants’ benefits, and 
IRS processes for collecting taxes due on plan asset dis- 
bursements are incomplete. Substantial tax revenues have 
been lost because IRS had not fully compared employer 
and employee tax reporting information on asset disburse- 
ments to individuals. PBGC and IRS have begun actions to 
correct some of these problems. 
Recommendations to Congress: Congress should enact 
legislation requiring plan sponsors to request an IRS deter- 
mination for tax qualification of terminating pension plans 
before plan dissolution. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Commissioner of IRS 
should: (1) establish qua@ control procedures to ensure 
that termination applications approved contain all neces- 
sary data for making such determinations; (2) establish a 
level of turnover for reviewers to use in deciding whether to 
question participant departures before plan termination; 
and (3) identify documentation for reviewers to obtain when 
questioning possible discriminatory vesting, participant for- 
feitures, and questionable benefit distributions. 
Status: Action completed. 

The Commissioner of IRS, in cooperation with PBGC, 
should use the automated records of both agencies to iden- 

tify nonreporters of plan terminations. 
Status: Action completed. 

The Executive Director of PBGC, in cooperation with IRS, 
should use the automated records of both agencies to iden- 
tify nonreporters of plan terminations. In addition, the Exec- 
utive Director should establish procedures for timely foilow- 
up with potential nonreporters to ensure pamcipants in ter- 
minated plans, entitled to retirement benefit insurance, are 
afforded the protection intended by Congress under ERISA. 
Status: Action completed. 

The Commissioner of IRS should determine for tax year 
1982 the amount of pension payouts reported by em- 
ployers as capital gains to employees and whether an effec- 
tive method to compare such reporting with individual tax 
returns can be developed. If an effective comparison 
method cannot be developed, the employer reporting re- 
quirements of pension payouts as capital gains should be 
discontinued. 
Status: Action in process. 

The Commissioner of IRS should use relevant reporting 
areas on individual tax returns, such as a reported rollover 
for computer matching with employer pension payout re- 
ports, to alleviate the need for manual reviews. 
Status: Action in process. 

The Commissioner of IRS should develop procedures for 
testing employers’ filing compliance of pension payouts by 
obtaining, on pension plan annual reports, summary infor- 
mation on the number of payouts made above established 
dollar tolerances during the year to be compared with em- 
ployer summary miscellaneous income reports. 
Status: Action in process. 

Agency Comments/Action 

The agencies concurred with the recommendations and 
actions have been taken or are planned to implement 
them. IRS began efforts to improve evaluation and match- 
ing of employer/employee reporting of pension payments 
in 1981. These efforts will be completed in conjunction 
with a computerized system targeted for initial implemen- 
tation covering tax year 1985 data. 



VARIOUS QEBAWTIVIENTS AND AGENCIES 

EQUAL EMPLOYMENT OPPQRTUMTY CQMMlSSlOFs 
OFFiCE OF MABUAGEMEMT AM.) BUDGET 

F-utfher Improvements Pleeded in EEOC Enforcement AcWties 
(HRD-81-29, 4-9-81) 

Budget Function: Nondiscrimination - Equal Opportunity Programs (990.3) 
Legislative Authority: Civil Rights Act of 1964 (42 U.S.C. 2OOOe). Rehabilitation Act of 1973 (29 U.S.C. 791). Fair Labor 
Standards Act Amendments of 1974 (29 U.S.C. 633a). Equal Pay Act of 1963 (29 U.S.C. 206(d)). Age Discrimination in 
Employment Act of 1967 (29 U.S.C. 621 et seq.). Speedy Trial Act of 1974 (P.L. 93-619). Consumer Product Safety Act 
(15 U.S.C. 2076). Ciil Service Reform Act of 1978. Executive Order 11246. 

The Equal Employment Opportunity Commission (EEOC) 
enforces title VII of the Ciil Rights Act which prohibits 
discrimination in employment on the basis of race, color, 
religion, sex, or national origin. The President’s 1978 Reor- 
ganization Plan increased the authority and responsibility of 
EEOC and made it the principal agency for enforcing Fed- 
eral equal employment opportunity requirements. in 1976, 
GAO reported that EEOC management problems were 
thwarting its enforcement activities. 
Findings/Conclusions: Since the previous GAO report, 
EEOC has made many changes to correct its problems in 
handling individual charges of employment discrimination 
and in developing and investigating self-initiated charges. 
However, many of these improvements represent only the 
potential for success because they are still relatively new 
and in their implementation stages. Additional matters 
need to be considered to help ensure that EEOC reforms 
fulfill their potential, such as: (1) not settling charges that 
lack reasonable cause under the rapid charge process; (2) 
authorizing EEOC to sue State and local governments un- 
der title VII; and (3) improving the collection of employment 
data from private employers and aggressively monitoring 
conciliation agreemenb and consent decrees. 
Recommendations to Congress: Congress should amend ti- 
tle VII of the Civil Rights Act of 1964 to provide that EEOC 
may initiate litigation on a charge against a State or local 
government if the Department of Justice decides not to sue 
within a specified time. Suggested legislative language for 
such an amendment is in appendix V. 
W&s: Recommendation no longer valid/action not intend- 
ed. No bill has been introduced. Congressional staff 
members have indicated that they are reluctant to intro- 
duce any amendments to title VII now or in the near fu- 
ture. 
Recommendations to Agencies: The Acting Chairman of 
EEOC should expedite revising the EEO-1 report to provide 
improved data including employee wage and salary data, 
Status: Action in process. 
The Acting Chairman of EEOC should direct the Executive 
Director to use alternatives to the present contracting pro- 
cedures, such as conkacting on a nonreimbursable basis. 
status: Recommendation no longer valid/action not intend- 
ed. EEOC said that, based on its intormation, State and 

local agencies would not be willing to process charges 
on a nonreimbursable basis. 
The Acting Chairman of EEOC should direct the Executive 
Director to consider revising the criteria for contracting with 
State and local fair employment practices agencies to in- 
clude agencies presently excluded. 
Status: Action completed. 
The Acting Chairman of EEOC should direct the General 
Counsel to file suits more timely and adopt a standard that 
suits should be filed within a certain time, such as 90 days 
after a decision is made to litigate. 
Status: Action completed. 
The Acting Chairman of EEOC should emphasize the im- 
portance of compliance monitoring and establish pro- 
cedures to ensure that monitoring is performed promptly 
and that onsite visits are made to verify reports, as appropri- 
ate. 
&&IS: Action completed. 

The Acting Chairman of EEOC should direct the Execu- 
tive Director to discontinue negotiating settlements on 
charges lacking reasonable cause and to close them with 
a no-cause decision or advise charging parties to with- 
draw them. 
Status: Action completed. 

The Director of the Office of Management and Budget 
should advise the President that the contract compliance 
function under Executive Order 11246 should be trans- 
ferred from the Office of Federal Contract Compliance Pro- 
grams to EEOC. 
Status: Recommendation no longer valid/action not intend- 
ed. No action has been taken to implement this recom- 
mendation. Instead, EEOC and the Office of Federal 
Compliance Programs are attempting to address the 
problems identified by improving interagency coordina- 
tion and revising their memorandum of understanding 
and regulations. 

Agency Comments/Action 

EEOC generally agreed with the recommendations and has 
taken or planned action to implement them. 
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EXECUTWE OFFICE OF Tt-lE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Federal Capital Budgeting: A Collection of Haphazard Practices 
(PAD-81-79, 2-26-81) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Postal Reorganization Act. Veterans Health Care Amendments of 1979 (P.L. 96-22). Mass Transpor- 
tation Assistance Act of 1970. Public Transportation Act of 1978. Water Pollution Control Act. Clean Water Act of 1977. P.L. 
92-500. S. 2080 (96th Cong.). 

The Federal Government has enormous amounts of capital 
assets and helps fund State and local projects. Much of 
these federally owned and financed items are deteriorating, 
and the Government is faced with the prospect of either 
repairing or rehabilitating them, or risking a staggering re- 
placement burden in the future. Industry and most States 
and municipalities follow a capital budgeting procedure, but 
the Federal Government does not. A study was conducted 
of capital investment data and the planning and budgeting 
experiences of numerous public and private organizations. 
Findings/Conclusions: GAO concluded that a policy-level 
approach to capital investment must be added to the Fed- 
eral Government’s decisionmaking process, and sound, 
up-to-date information is needed to support that approach. 
Government agencies need to closely monitor the imple- 
mentation of capital investment programs, audit their 
results, and check the condition of operating facilities and 
equipment. GAO found that deteriorating public capital as- 
sets are partly the result of State and local neglect Federally 
owned assets appear to be in better condition than State 
and local assets, but they too suffer from obsolescence and 
deterioration. The Postal Service was the agency which had 
the most desirable planning, budgeting, and control 
features that could be readily adopted by other Federal 
agencies. Many factors have contributed to the problems of 
capital investment in the Federal Government: managers’ 
views, congressional authorization and budgetary pro- 
cedures, limited resources available for capital, and too little 
monitoring or oversight of ongoing and completed capital 
projects. Short-term strategies are implemented in capital 
investment areas, increased costs of Federal capital pro- 
grams are passed on to States without recognition, and no 
effective national capital improvement plan exists. Conse- 
quently, the Federal Government’s ability to stop the decline 
of physical capital is severely limited. Uncontrollable outlays 
have reduced the funds available for physical capital invest- 
ments. 
Recommendations to Congress: The congressional over- 
sight committees should require executive reports to focus 
on broad policy decisions (timed to congressional cycles) 
before Congress authorizes and funds individual projects. 
Reports should inform Congress of: (1) long-term needs, 
(2) status of projects already approved, (3) long-term plans 
for meeting needs, and (4) budget year plans addressing 
long-term needs. 
Status: Action in process. 

The congressional oversight committees should consider 

capital investment programs in a way that will not penalize 
the programs because they are fully funded in the first year 
they are begun. So that valid program comparisons can be 
made, Congress and the executive agencies should regular- 
ly use longer-term costs for the other programs in the 
budget. 
Status: Action in process. 
The congressional oversight committees should set realistic 
goals and information requirements for policies, programs, 
and projects so the public is aware of the condition of the 
Nation’s infrastructure and what is going to be done. The 
committees should grant the administrators of Federal 
agencies the authority and resources to render congres- 
sional goals and expectations plausible. Requisite authority 
and resources should be set out in legislation and in com- 
mittee and Federal agency reports to minimize the gap be- 
tween expectations and what is feasible. When resources 
are limited, this would involve explicitly reducing goals to 
match resource levels. 
Status: Action in process. 
The congressional oversight committees should consider 
the financial ability of State and local governments to 
operate and maintain capital facilities built mainly with Fed- 
eral funds. If the financial ability of the State or local govem- 
ment is questionable, the committees should consider: (1) 
requiring the States or localities to prove financial ability; (2) 
financing part of the operations and maintenance costs, as 
in the case of mass transit grants; or (3) not implementing 
the projects. The views of State and local governments and 
Federal agencies on these alternatives should be explained 
in agency budget justifications and in agency comments on 
proposed legislation. 
Status: Action in process. 

Both Congress and the executive branch should specify the 
information and analytical support they need from Federal 
managers. Congress should give a Senate and a House 
committee the policy-level oversight responsibility for Fed- 
eral capital investment and for assessing infrastructure 
needs and conditions. A component of the Executive Of- 
fice of the President should be designated as a focal point 
for executive policy directions. 
Status: Action in process. 

Recommendations to Agencies: The President’s Domestic 
Policy staff, or a newly established group within the Execu- 
tive Office of the President, should devise and propose to 
Congress a strategy and establish an overall policy for the 
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Nation’s infrastructure needs and physical capital develop- 
ment. Such a strategy should take into account: (1) mainte- 
nance of facilities not outdated to minimize future costs; (2) 
planned obsolescence, abandonment, demolition, or sal- 
vage of specific facilities; and (3) construction or renovation 
to meet technological and program needs. 
Status: No action initiated. Date action planned not known. 
The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President, 
should work with lead Federal agencies and OMB to ensure 
that consistent management practices and policies are a- 
dopted by all Federal agencies and priorities are set for the 
Nation’s capital investment projects. 
Status: No action initiated. Date action planned not known. 
The Office of Management and Budget should build link- 
ages between oversight and audit, evaluation, and planning 
functions by requiring Federal agencies to conduct periodic 
post-audits of capital assets to assess: (1) the condition of 
the infrastructure of interest to the agency; (2) the projected 
requirements for the infrastructures within the agency’s 
area of responsibility; (3) the effectiveness of maintenance 
standards; and (4) the plans for infrastructure development 
within the agency’s area of responsibility. 
Status: No ation initiated. Date action planned not known. 
The President’s Domestic Policy staff, or a newly estab- 
lished group with the Executive Office of the President, 
should work with Federal agencies and State and local or- 
ganizations to make sure that federally financed physical 
capital is adequately maintained. 
Status: No action initiated. Date action planned not known. 

The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President, 
should take an active part in reviewing Federal agencies’ 
budgets as they pertain to capital investment and work with 

nanced physical capital that is owned by State and local 
governments. 
status: No action initiated. Date action planned not known. 

The Office of Management and Budget should direct Fed- 
eral agencies that acquire or finance physical capital to ex- 
plain in their annual budget to Congress the relationships of 
their proposals to the long-range capital needs and invest- 
ment plan, and to the priorities contained in the 4-year 
outlook 
Status: No action initiated. Date action planned not known. 
The Office of Management and Budget should build link- 
ages between oversight and audit, evaluation, and planning 
functions by requiring Federal agencies to analyze complet- 
ed capital projects to verify that the project is accomplishing 
its intended purposes. 
Status: No action initiated. Date action planned not known. 
The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President 
should provide leadership and guidance to Federal agen- 
cies to tailor their report information to meet the specific 
needs of the President and Congress for decisions on capi- 
tal investment policy, legislation, and budget analysis. 
Leadership and guidance should take the form of: (1) re- 
quiring the Federal agencies to develop, use, and submit 
(timed to the budget cycle) capita1 investment information 
focusing on identification of long-term needs, long-term 
plans for meeting needs, budget-year plan addressing 
long-term needs, and status of projects previously ap- 
proved; and (2) summarizing information on Federal capital 
investment activities and submitting it to Congress with the 
President’s budget 
Status: No action initiated. Date action planned not known. 

OMB to ensure that stated capital investment policies and 
strateaies are fullv considered. 

Agency Comments/Action 

Status: No action;nitiated. Date action planned not known. OMB disagreed with the basic philosophy of the report and 
The President’s Domestic Policy staff, or a newly estab- its recommendations. Legislation pending before Congress 
lished group within the Executive Office of the President, may require OMB to address these issues. 
should work with lead Federal agencies to review and 
streamline the guidance on analyses used to justify capital 
projects. The streamlined guidance should ensure that all 
agencies, before requesting project approval, conduct anal- 
yses of life cycle costs for all capital projects and analyses of 
alternatives for meeting capital needs. 
Status: No action initiated. Date action planned not known. 

The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President, 
should in January of each even-numbered year submit to 
Congress a 4-year outlook report summarizing the plans for 
at least 4 future years of Federal capital investment pro- 
grams and their expected contributions to the Nation’s in- 
frastructure. 
Status: No action initiated. Date action planned not known. 

The President’s Domestic Policy staff, or a newly estab- 
lished group within the Executive Office of the President 
should work through State and local organizations to devel- 
op periodic assessments of the condition of federally fi- 

Several bills were introduced during the 98th Congress to 
require the President’s annual budget submissions to in- 
clude identification and analysis of long-range capital in- 
vestments, assessments of capital investment needs, and 
policies and other factors impacting on capital investment 
needs. All of the bills are generally directed at alleviating the 
problems to which the recommendations were addressed. 
The House Committee on Public Works and Transportation 
held hearings on H.R. 1244 and reported the bill in May 
1983. Hearings on S. 1432, a companion bill to H.R. 
1244, were held by the Senate Committee on Govern- 
mental Affairs in September 1983. The Senate Committee 
on Environment and Public Works held hearings and re- 
ported S. 1330 in November 1983. The House Commit- 
tee on Government Operations has scheduled additional 
hearings on H.R. 1244 during March 1984. 



VARIOUSDEPARTMENTSANDAGENCIES 

FEDERAL LABOR RELATIONS AUTHORITY 
OFFICE OF PERSONNEL MANAGEMENT 

Steps Can Be Taken To improve Federal Labor-Management Relations and Reduce the Number and Costs 
of Unfair Labor Practice Charges 
(FPCD-83-5, 7 l-5-82) 

Budget Function: General Government: Central Personnel Management (805.0) 
Legislative Authority: Civil Service Reform Act of 1978 (P.L. 95-454). 29 C.F.R. 203.2. 5 C.F.R. 2423.2. Executive Or- 
der 11491. 

GAO reported on the efficiency of the unfair labor practice 
(ULP) process under the Civil Service Reform Act to 
determine the nature of ULP charges and complaints and 
to identify ways to avoid them. 
Findings/Conclusions: GAO believes that many disputes 
between agencies, employees, and unions could be 
resolved informally, thereby improving labor-management 
relations and avoiding the high costs associated with the 
formal ULP process. GAO found that many ULP charges 
are filed as a result of allegations that managers failed to 
negotiate changes in working conditions. GAO believes 
that assessment of these changes to determine whether 
they substantially effect employees could reduce the 
number and cost of ULP charges. GAO also found that an 
alternative to the ULP process, the negotiated 
grievance/arbitration procedure, is not used because un- 
ions incur greater costs when using this procedure. Pre- 
cedent decisions and precharge discussions can be used 
more frequently to resolve disputes. GAO also found that, 
if managers are properiy trained in collective bargaining 
and if agencies monitor and evaluate the ULP process, 
the number and costs of ULP charges can be further re- 
duced. 
Recommendations to Agencies: The Director of the Office 
of Personnel Management, to help prevent situations giv- 
ing rise to ULP’s, should develop guidelines for agencies 
to use in assessing managers’ labor relations perform- 

ante, where appropriate, and in implementing systems to 
monitor and evaluate the ULP process. 
Status: Action in process. 
The Director of the Office of Personnel Management, to 
help situations giving rise to ULP’s, should work with the 
General Counsel of the Federal Labor Relations Authority 
(FLRA) to determine how ULP information accumulated 
by FLRA can best be used to monitor and evaluate the 
ULP process. 
Status: Action completed. 
FLRA should require the parties involved in alleged ULP’s 
to hold discussions to try to informally resolve issues be- 
fore having a formal ULP charge investigated by FMA. 
Status: Action completed. 

Agency Comments/Action 

FLRA has proposed amendments to its regulations which 
provide that an investigation of a ULP charge will not nor- 
mally begin until the parties have been afforded a reason- 
able amount of time, not to exceed 15 days from the fil- 
ing of the charge, during which time the parties are urged 
to informally resolve the ULP allegation. The proposed 
amendment was published for public comment in the 
Federal Register on January 10, 1983. It was adopted by 
FLRA and became effective on June 20, 1983. 



VARIOUS DEPARTMENTS AND AGENCIES 

GENERAL SERVICES ADMINISTRATION 
OFFICE OF MANAGEMENT AND BUDGET 

Federal Civilian Agencies Can Better Manage Their Aircraft and Related Services 
(PLRD-83-64, 6-24-83) 

Budget Function: Transportation (400.0) 
Legislative Authority: OMB Circular A-76. 

In response to a congressional request, GAO conducted a 
followup review of activities to improve aircraft manage- 
ment at Federal civilian agencies and traced actions related 
to recommendations made in a 1977 report. 
Findings/Conclusions: GAO noted that, during fiscal year 
1981, civilian agencies operated at least 675 Govemment- 
owned aircraft at a cost of about $326 million and used 
several thousand more private-sector aircraft, costing about 
$99 million. GAO found that no action has been taken on 
recommendations made in its prior report, and recent re- 
ports indicate that little has changed in aircraft manage- 
ment at civilian agencies. Specifically, agencies are not us- 
ing adequate systems to accumulate and report aircraft 
costs and, therefore, costs are understated. Further, GAO 
found that some agencies have spent millions to acquire 
aircraft without adequate justification or compliance with 
Office of Management and Budget (OMB) Circular A-76 to 
determine whether needed services could be provided at 
lower cost by the private sector. Additionally, GAO found 
that some agency aircraft were underused and that agen- 
cies are not coordinating aircraft operations. GAO believes 
that the Department of the Interior’s Office of Aircraft Serv- 
ices has effectively managed aircraft services and 
developed a program that other agencies could use. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should establish a single coordinating ofice to 
operate a Government-wide aircraft management system 
similar to the one operated by the Office of Aircraft Serv- 
ices. 
Status: Action in process. 
The Director, OMB, should develop uniform policies and 
procedures for aircraft management, including guidance on 
how, when, by whom, and for what purposes aircraft might 
be used. 
Status: Action completed. 

The Director, OMB, should work with agencies in develop- 
ing overall criteria for a uniform cost accounting system 
that will standardize aircraft program cost elements and re- 
quire agency compliance. 
Status: Action in process. 

The Director, OMB, should revise Circular A-76 to clarify its 
application to the acquisition of aircraft and related services 
and enforce compliance with it through the OMB budget re- 
view process. 
Status: Action completed. 
The Director, OMB, when developing the Government-wide 
policy guidance for aircraft use and management, should 
clarify the Government’s travel policy and regulations ac- 
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cordingly. 
Status: Action completed. 
The Director, OMB, should require civilian agencies, in ac- 
cordance with OMB policies, to implement uniform, clear, 
and specific guidelines that: (1) require individuals respon- 
sible for managing aircraft to compare the full cost of trans- 
porting passengers commercially with the cost of transport- 
ing them by Government aircraft; (2) require the use of 
commercial airlines, or other less costJy means, to transport 
passengers when it is more economical and does not inter- 
fere with mission accompiishmer$ (3) prohibit or more 
severely limit the transporting of spouses, dependents, and 
other nonofficial travelers on Government aircraft, except 
when such travel is for official Government business; and 
(4) require that aircraft-use justifications contain sufficient 
information for each flight to determine whether the use of 
the aircraft was prudent, practical, and economical and was 
in conjunction with an agency mission, as spelled out in the 
1981 OMB report on interagency travel management. 
Status: Action completed. 
The Administrator of General Services, to provide greater 
assurance that civilian agency aircraft are operated 
economically and effectively, should establish aircraft utiii- 
zation standards to ensure that Government-owned and 
leased aircraft are justified based on their use for mission 
purposes. 
Status: Action in process. 
The Administrator of General Services, to provide greater 
assurance that civilian agency aircraft are operated 
economically and effectively, should require agencies to 
dispose of those aircraft that cannot be justified for mission 
purposes due to their low and uneconomical utilization. 
Status: Action in process. 
The Director, OMB, should direct each civilian agency that 
has substantial aircraft needs to establish offices,responsi- 
ble for aircraft oversight and management. 
Status: Action completed. 

Agency Comments/Action 

On September 28, 1983, GSA said that it will implement 
the three report recommendations. On October 26, 1983, 
OMB said that it concurred with and has implemented 
three of the four report recommendations that were 
directed to it. Concerning the recommendation that OMB 
work with agencies in developing overall criteria to stand- 
ardize aircraft program cost elements, OMB believes that 
GAO is a more appropriate agency to do this. GAO is cur- 
rently working with OMB and agencies on this matter. 



GENEFlAb SERVICES ADMlNlSTWATlQN 
OFFICE OF MANAGEMENT AND BUDGET 
SMALL BUSblESS ADMINISTRATION 

Misuse of SBA’s 8(a) Program Increased Cost for Many ADP Equipment Acquisitions 
(AFMD-82-9, 10-76-81) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Small Business Act (P.L. 95-507; 15 U.S.C. 637(a)). 
Automatic Data Processing Equipment Act (P.L. 89-306). Walsh-Healey Act (Government Contracts) (41 U.S.C. 35(a)). 13 
C.F.R. 121.3-8(e). 13 C.F.R. 124.1. F.P.R. l-4.11. F.P.R. 1-4.1104(k). B-195118 (1981). 

GAO reviewed the use of contracts under Section 8(a) of 
the Small Business Act by various Federal agencies as a 
means of acquiring automatic data processing (ADP) 
equipment. GAO sought to determine whether Govem- 
ment computer acquisition opportunities are being made 
available to as many small and disadvantaged businesses 
as possible under the 8(a) program and if Federal procure- 
ment policies and regulations are being violated by SBA, 
Federai agencies, or contractors when ADP equipment is 
acquired under Section 8(a) contracts. 
Findings/Conclusions: GAO believes that SBA manage- 
ment of the ADP resource acquisition portion of the 8(a) 
program has been deficient. GAO found that: (1) only a lim- 
ited number of minority-owned firms capable of supplying 
ADP equipment had been recruited into the 8(a) program; 
(2) the 8(a) firms supplying ADP equipment were function- 
ing as brokers, not as regular dealers; (3) SBA failed to fol- 
low its own procedures, which contributed to the brokering 
and increased the cost of the ADP equipment; (4) Federal 
agencies were able to acquire specific items of ADP equip- 
ment through the 8(a) program which they had not justified 
for acquisition without competition; (5) requirements con- 
cerning cost and pricing data and preaward audits were not 
met; and (6) SBA frequently ignored the small business reg- 
ulations and SBA procedures concerning size require- 
ments. GAO believes that awarding these contracts is not 
achieving the program goals of helping firms to gain the ex- 
perience and financial viability necessary to prosper in the 
competitive market place. Agencies and SBA are paying the 
firms to perform a function for which there is no competi- 
tive market, and this has unnecessarily cost the Govem- 
ment substantial sums of money. GAO believes that the 
program objectives would best be served if individual 8(a) 
contract opportunities in computer sciences were limited to 
annual awards not exceeding 50 percent of an appropriately 
defined size standard for such services. Such a limitation 
would allow 8(a) firms to acquire ADP contracts while mini- 
mizing the impact on other small and minority businesses. 
Recommendations to Agencies: When the Government ac- 
quires supplies and equipment, the Administrator of SBA 
should issue a directive requiring compliance with all ap- 
propriate procurement laws and regulations, as well as 
small and minority business regulations and procedures. 
Specific emphasis should be placed on the requirements of 

the Walsh-Healey Act, the Brooks Act, the Federal Procure- 
ment and Defense Acquisition Regulations, and SBA re- 
quirements for 8(a) firms to perform substantial portions of 
contracts with their own workers. 
status: Action completed. 
The Administrator of SBA should review all existing 8(a) 
contracts for electronic data processing equipment to iden- 
tify those in which the 8(a) firm is acting as a broker and 
those in which it is in the best interest of the Government to 
initiate contract termination proceedings or take other ac- 
tion to eliminate the brokerage situation. 
Status: Action completed. 
The Administrator of SBA should direct SBA program offi- 
cials to select 8(a) subcontractors through an equitable 
selection process which encourages technical competition 
among 8(a) firms and gives due consideration to the firm’s 
capabilities and development needs. 
Sfstus: Action in process. 
The Administrator of General Services, with the advice of 
the Director of the Office of Management and Budget under 
the general commission of the Paperwork Reduction Act 
and the Brooks Act, as well as other authorities, should 
place in subpart l-4.1 1 of title 41 of the Federal Procure- 
ment Regulations, and other appropriate places, guidance 
on the size of electronic data processing and data commu- 
nication contracts appropriate for award to small business 
and 8(a) firms. 
St&us: Action in process. 

Agency Comments/Action 

The General Services Administration (GSA) and SEA 
agree with the recommendations and have taken or 
promise to take prompt action to correct problems. The 
Department of Defense (Army and Navy) has also taken 
action on two very large contracts. OMB has delayed ac- 
tion on a GSA-proposed amendment to the Federal Pro- 
curement Regulations. 

The Chairman of the House Committee on Government 
Operations urged the Administrators of SBA and GSA and 
the Secretary of Defense to take prompt and rigorous ac- 
tion to correct deficiencies. 
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VARIOUSDEI'ARTMENTSANDAGENCIES 

INTERSTATE COMMERCE COMMISSION 
SECURlTlES AND EXCHANGE COMMISSION 

Accounting Changes Needed in the Railroad Industry 
(AFMD-8 l-26, 2-4-8 1) 

Budget Function: Financial Management and Information Systems: Regulatory Accounting Rules and Financial Report- 
ing (998.6) 
Legislative Authority: Staggers Rail Act of 1980 (P.L. 96-448). Railroad Revitalization and Regulatory Reform Act of 
1976 (P.L. 94-210). P.L. 96-613. 

Betterment accounting is the method that railroads are re- 
quired to use to account for the track structure in reports to 
the Interstate Commerce Commission (ICC), and is gen- 
erally used in reports to the Securities and Exchange Com- 
mission (SEC) and stockholders. Under betterment ac- 
counting, the original cost of the track structure is added to 
the asset accouht, and no systematic depreciation is taken. 
The cost of replacements of track structure material of 
equal quality is charged to expense in the periods when re- 
placements occur. “Betterments” occur when track struc- 
ture materials are replaced by superior quality assets. The 
added cost of the new superior material over the current 
cost of the material removed is also added to the asset ac- 
count. 
FlndlngslConcluslons: The use of a depreciation account- 
ing system by the railroad industry would improve ex- 
pense recognition and net income determinations, im- 
prove balance sheet presentations, and enhance compa- 
rability of financial information between railroads. These 
improvements would assist Congress in deciding regula- 
tory and subsidy questions for the industry and would aid 
Federal agencies in exercising regulatory responsibilities. 
ln addition, depreciation accounting would help shippers 
in assessing rates and investors in making financial deci- 
sions. Since the industry’s net income will probably be 
greater if it uses depreciation accounting, concern has 
been expressed over the resulting increase in Federal in- 
come taxes. However, legislation has been enacted which 
mitigates the impact of higher taxes on railroads. 
Recommendations to Agencies: The Commissioners of 
SEC should complete the April 1977 Advance Notice of 
Proposed Rulemaking on railroad accounting by adopting 

depreciation accounting for the track structure. 
Status:‘Action completed. 
The Commissioners of ICC should complete the October 
1978 Advance Notice of Proposed Rulemaking and adopt 
depreciation accounting for the track structure. 
Status: Action in process. 
The Commissioners of ICC should coordinate future 
changes in deferred maintenance reporting requirements 
with SEC to guard against conflicting requirements being 
placed on the railroad industry. 
Status: No action initiated. Date action planned not 
kTl0Wl-l. 

The Commissioners of SEC should complete the study of 
deferred maintenance reporting covered by the April 1977 
Advance Notice of Proposed Rulemaking and require rail- 
roads to report deferred maintenance information which 
fulfills SEC needs yet does not conflict with ICC require- 
ments. 
Status: No action initiated. Date action planned not 
kTl0Wl-L 

Agency Comments/Action 

ICC plans to complete the Advanced Notice of Proposed 
Rulemaking and adopt depreciation accounting for track 
structures. ICC coordinates deferred maintenance informa- 
tion with the Department of Transportation and SEC moni- 
tors ICC/SEC actons. SEC does not intend to act until ICC 
completes the Advance Notice of Proposed Rulemaking. 
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VARIOUS DEPARTMENTS AND AGENCIES 

NATIONAL AERONAUTlCS AND SPACE ADMINISTRATION 
SMALL BUSINESS ADMINISTRATION 

NASA-Ames Research Center Should Not Have Awarded Computational Services Contract to SBA and Technol- 
ogy Development of California 
(AFMD-83-40, 6-9-83) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Small Business Act (15 USC. 637(a)). 

In response to a congressional request, GAO reviewed the 
National Aeronautics and Space Administration’s (NASA) 
Ames Research Center contract that was awarded for com- 
putational services. The contract was noncompetitively 
awarded to the Small Business Administration (SBA) which 
then subcontracted to Technology Development of Califor- 
nia (TDC) under the Minority Business Program. 
FlndingsXonclusions: GAO found that the contract is not 
in the best interests of the Government, because the Gov- 
ernment will pay more than it would have if the equipment 
had been leased directly from TDC. Further, separate pur- 
chases of the computer equipment would have been a 
lower cost alternative than the contract approach followed 
by NASA. GAO concluded that the purchase cost to the 
Government would have been significantiy reduced by a dif- 
ferent acquisition method. 
Recommendations to Agencies: The Administrator, SBA, 
should reexamine continued TDC participation in the Small 
Business Act, Section 8(a) program. 
Status: No action initiated. Date action planned not known. 

The Administrator, NASA, should direct that this contract 
not be further extended without careful consideration of 
needs and alternatives. The Administrator should require 
the Director of the Ames Research Center, before the next 
contract extension, to: (1) revalidate long-term, large-scale 
computing needs; (2) evaluate available alternatives; and 
(3) document why Ames’ procurement approach is in its 
and the Government’s best interests. 
Status: Action in process. 

Agency Comments/Action 

The agency concurred with the GAO recommendations on 
the need to further analyze its requirements but raised ques- 
tions on seven of the report’s key findings. During July- 
September 1983, the agency revalidated its long-term, 
large-scale computing needs. Available alternatives are be- 
ing evaluated at present. A selected strategy was due Oc- 
tober 31, 1983. No comments have been received from 
SBA. 
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VARIOUS DE D AGENCIES 

NATIONAL INSTITUTES OF HEALTH 
NATIONAL SCIENCE FOUNDATION 

Better Accountability Procedures Needed in NSF and M/H Research Grant Systems 
(PAD-81 -29, g-30-81) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (251.0) 
Legislative Authority: Science Foundation Act (42 USC. 1861 et seq.). Federal Grant and Cooperative Agreement Act of 
1977. 

GAO assessed the systems used by the National Science 
Foundation (NSF) and the National Institutes of Health 
(NIH) to determine which research proposals by colleges, 
universities, and other nonprofit research institutions are to 
be funded and how scientific performance on the grants is 
assessed when continued support is provided. Specifically, 
GAO focused on the peer review system of the scientific 
performance accountability system which is used in large 
measure to determine which research proposals are to be 
funded and how scientific performance on the grants is as- 
sessed when continued support is provided. 
Findings/Conclusions: Although the scientific performance 
accountability systems are basically the same at NSF and 
NIH, the procedures differ significantly. GAO believes that 
some of the NIH peer review procedures have certain ad- 
vantages over those at NSF. At NIH, peer review prevented 
17 percent of the researchers who sought additional grant 
funding from continuing their research, and their com- 
ments directly affected some of the other continued re- 
search. At NSF, none of the researchers who sought contin- 
ued funding had their requests denied, but comments did 
eliminate some research objectives and the time requested 
to do the research was reduced. Unlike NIH, NSF does not 
ask peer reviewers to comment on the performance of the 
immediately preceding grant. For new project proposals, 
neither NSF nor NIH requires researchers to discuss prior 
grant results or to identify prior grant publications. NIH au- 
tomatically forwards peer review comments to researchers; 
whereas, NSF forwards them only on request. NSF, NIH, or 
the universities do not uniformly monitor the progress or 
evaluate the results of research grants. Most of the 
researchers who were awarded renewal grants did not ac- 
complish ail of the objectives of the immediately preceding 
goal, but the researchers were expected to attempt the 
grant’s objectives. Neither NSF nor NIH specifies the extent 
to which researchers can deviate from a grant’s original ob- 
jectives without prior agency approval. 
Recommendations to Agencies: The Director of NSF 
should require that renewal proposal progress reports iden- 
tify the objectives; show evidence of the progress toward 
their achievement; and any major changes in direction or 
emphasis and rationale for such changes, publications, and 
other input from a researcher’s immediately preceding 

grant. 
Status: Action completed. 

The Director of NSF should require that beer reviewers be 

asked when reviewing renewal proposals to specifically 
comment on a researcher’s performance on the immedi- 
ately preceding grant. 
Status: Action completed. 

The Director of NSF should require that the documentation 
of panel peer review deliberations include the major eie- 
ments required of the NIH peer review group summary 
statement when individual peer reviewers’ written reviews 
do not provide this information. 
Status: Action completed. 

The Director of NSF should require that peer review com- 
ments be automatically sent to researchers. 
Status: Action completed. 

The Director of NSF should require that proposals identify 
the research objectives to be undertaken during the grant 
period. 
Status: Action completed. 

The Directors of NSF and NIH should require that propos- 
als for new projects include evidence of progress from prior 
grants. 
Status: Action completed. 

The Directors of NSF and NIH should require that peer re- 
viewers be furnished any available final technical reports 
and listings of publications from prior grants when 
researchers seek funding for new projects. 
Status: Action completed. 

The Directors of NSF and NIH should require that more 
systematic and uniform review of annual progress reports 
be made by the program officers. 
Status: Action in process. 

The Directors of NSF and NIH should require that more 
specific guidelines be established regarding the extent to 
which researchers can change grant objectives without pri- 
or agency approval. 
Status: Action in process. 

Agency Comments/Action 

NSF said that reviews of individual written peer reviewers 
mitigated the need for requiring a detailed summary such 
as NIH requires as NIH usualiy does not have individual writ- 
ten reviews, and NSF does. GAO agrees with NSF and 

recommends that the NSF panel summaries show the kind 
of information required in the summaries only when such 

data do not appear in any of the individual written reviews. 
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Forest Service Efforts To Change Timber Sale Payment Method 
(RED-75-396, 7-16-75) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 

The primary timber sale method used in the Forest Serv- 
ice’s western regions has been log measurement. Under 
this method a purchaser agrees to pay for logs on the basis 
of a Forest Service or scaling bureau estimate of the mark- 
etable volume of wood in logs that have been cut In recent 
years, the Service has been trying to increase its western re- 
gions’ use of the tree measurement method of selling 
timber. Under this method the purchaser agrees to pay a 
specific amount for the timber in a sale area on the basis of 
a Forest Service estimate of the marketable volume of 
wood in the trees before they are cut down. Because of in- 
dustry opposition to this method, the Service has attempt- 
ed, through test sales, to obtain data to compare the two 
methods. 
Flndlngs/Concluslons: In a report to Senator Pete V. 
Domenici, GAO pointed out that, because the Service had 
not provided special funds and adequate guidelines and 
procedures for conducting test sales, (1) there had been in- 
consistencies among the regions in carrying out the test 
sales, and (2) the relative accuracy and cost of the two 
methods had not been determined. The Service issued re- 
vised guidelines and procedures in March 1975 but had not 
established a test-sale program completion date or plans 
for special funding. Until the program is completed, the 
Service will not be able to provide well-documented evi- 
dence to settle the questions of effectiveness and cost of 
the two methods. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Chief of the Forest Service to: (1) set 

dates for timely completion of test sales and give high prior- 
ity to meeting those dates; (2) take steps to provide the 
Forest Service’s regions with the funds needed to conduct 
adequate and timely test sales; (3) evaluate and report to 
the appropriate congressional committees the results of 
test sales as they are completed for specific forests, tree 
species, and timber conditions; and (4) use the tree meas- 
urement method for all forests, tree species, and timber 
conditions for which test sales have shown net benefits to 
be gained from its use and where Forest Service personnel 
have the capability to prepare tree measurement sales pro- 
fessionally and accurately. 
Status: Action in process. 

Agency Comments/Action 

The Forest Service basically agreed with the recommen- 
dations in 1975 and considered tree measurement to be 
a valuable and necessary technique applicable to a variety 
of forests. Test sales have been made only on a limited 
basis in the western regions. It allocated $225,000 to the 
three western regions for such test sales during fiscal year 
1982. No new funds have been allocated for test sales in 
fiscal year 1983. The Forest Service plans to develop a 
National Forest Tree Measurement Handbook by the end 
of 1984 and implement the tree measurement system in 
applicable type forests. 
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The Special Supplemental Food Program for Women, Infants, and Children (W/C)--How Can It Work Better? 
(ED-79-55, 2-27-79) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Child Nutrition Act of 1966 (42 USC. 1786). Child Nutrition Amendments of 1978 (P.L. 95-627; 92 
Stat. 3603). 

A follow-on review of the Special Supplemental Food Pro- 
gram for Women, Infants, and Children (WIC), Department 
of Agriculture, was conducted. 
Findings/Conclusions: Several WIC programs did not pro- 
vide needed health services as requested by Congress. 
Many of the programs were affected by the following: (1) re- 
quired professional assessments of applicants’ nutritional 
status were not being made in some locations; (2) States 
used different criteria for judging whether applicants were 
nutritional risks and eligible for the program and supple- 
mental food packages seldom were tailored to participants’ 
individual nutritional needs; (3) nutrition education and pro- 
gram evaluation have not received the priority and attention 
they deserve; and (4) program regulations contain provi- 
sions hindering effective evaluations. 
Recommendations to Congress: Congress should revise au- 
thoriiing WIC legislation to clearly require that participants 
receive needed health services where such services are 
available, accessible, and acceptable, with possible excep- 
tions based on participants’ religious beliefs. 
Sta&us: No action initiated. Date action planned not known. 
Congress should address the problem of whether benefits 
of the food supplement part of WIC alone warrant its expan- 
sion to areas where needed health services cannot be deliv- 
ered. 
Status: No action initiated. Date action planned not known. 
Congress should monitor the Department of Agriculture’s 
actions on the GAO recommendation that Agriculture work 
with the States and local agencies and with the Department 
of Health, Education, and Welfare to provide needed serv- 
ices in those present and planned program areas where 
adequate health services are not available, accessible, and 
acceptable. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should ensure that all States, especially Illinois and 
Washington, are properly interpreting Federal program reg- 
ulations as requiring that needed health services, including 
prenatal and pediatric care, be made available to WIG parti- 
cipants. 
Status: Action completed. 
The Secretary of Agriculture should require that the Depart- 
ment evaluate and report on State monitoring of the con- 
tent and overall effectivenesss of nutritional education given 
to participants at the local level. 
Status: Action in process. 
The Secretary of Agriculture should arrange for Agriculture 
and HEW to jointly determine whether sufficient acceptable 
health services will be available for an expanded WIC pro- 
gram to operate as an adjunct to good health care. If prob- 
lems appear likely in this regard, the executive branch 

should consult Congress and, within the framework of the 
Government’s overall budget policy, consider various alter- 
native solutions geared to maximizing the effectiveness of 
available health resources. 
Status: Action completed. 
The Secretary of Agriculture should preclude disincentives 
to food package tailoring by specifically prohibiting States 
from considering food costs in distributing administrative 
funds to local agencies. 
Status: No action initiated. Date action planned not known. 

The Secretary of Agriculture should require that nutritional 
risk assessments be made at specified intervals by com- 
petent professionals in accordance with established uni- 
form criteria, and that the results of all such assessments, 
including assessments by outside providers, be made avail- 
able to clinic staff for program purposes. 
Status: Action completed. 

The Secretary of Agriculture should direct that research be 
started to obtain the needed information to enable Agricul- 
ture to effectively implement the legislative provision in the 
newly enacted Child Nutrition Amendments. 
Status: Action completed. 

The Secretary of Agriculture should make certain that the 
Department’s regional offices and its internal audit staff sys- 
tematically evaluate and report on State management con- 
trols over (1) the nature, extent, and frequency of the nutri- 
tional risk assessments of program participants, and (2) the 
basis for, and extent of, food package prescriptions made to 
enable individual participant’s nutritional/health needs to be 
met. 
Status: No action initiated. Date action planned not known. 

The Secretary of Agriculture should work with HEW and 
recognized professional groups, such as the American Col- 
lege of Obstetricians and Gynecologists and the American 
Academy of Pediatrics to develop uniform standards and 
criteria for determining what constitutes bonafide 
nutritional/health risks for the different classes of WIC pro- 
gram participants (women, infants, and children). Such cri- 
teria should be uniformly applied across the board to en- 
sure equitable and consistent treatment of the program’s 
target population. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency will not agree to act on this recommen- 
dation. It says that there is no need for, or benefit to be 
gained from, the development and use of uniform stand- 
ards and criteria. 
The Secretary of Agriculture should require that individual 
food packages be prescribed to provide the kinds and 
quantities of foods needed to meet the specific nutritional 
needs of each recipient. Such prescriptions should be 



based on systematic feedback from nutritional risk assess- 
ments make by competent professionals and should specif- 
ically provide that greater or lesser amounts of food than 
contained in the current standard package be authorized 
and prescribed in accordance with case-by-case profes- 
sional determinatrons of need. 
Status: Action completed. 

The Secretary of Agriculture should require that States and 
other authorized grantees take more effective measures to 
ensure that health services will be available to all potential 
participants in WIG before approving new local programs or 
major program expansions. Such measures should include 
a requirement that specified documentation from sponsor 
applicants show detailed information about public and pri- 
vate health service capacrty in the target area, including firm 
agreements with private doctors and other health providers 
that would assure needed care for low income WIC partici- 
pants. 
Status: Action completed. 

The Secretary of Agriculture should provide more specific 
guidance and direction to the States, and through the 
States to the local programs, as to how to structure and im- 
plement an effective nutrition education program for WIC 
participants. Part of this effort should entail designating a 
Service headquarters official responsible for the nutrition 
education component of the WIC program. It also should 
involve close coordination with HEW to develop and imple- 
ment an appropriate nutrition education pokey and to 
prepare, distribute, and update related teaching materials 
for the WIC program. 
Status: Action completed. 

The Secretary of Agriculture should, to ensure that future 
legitimate program evaluators have access to needed infor- 
mation on participants’ health status, direct the Food and 
Nutrition Service to revise its regulations to give Agriculture 
and GAO personnel access to participants’ medrcal infor- 
mation, but require that these personnel protect the privacy 
of the participants. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency will not act on th1.s recommendation. It 
takes the view that confidentiality of participant medical 
information must be preserved. 
The Secretary of Agriculture should make certain that De- 
partment reviewers keep close watch on State efforts to ar- 
range for appropriate health services for WIC program parti- 
cipants and to ensure that such servrces are actually availa- 
ble to participants as needed. 
Status: Action completed. 

The Secretary of Agriculture should, where adequate health 
services are not available, accessible, and acceptable in 
present and planned WIC program areas, direct that the De- 
partment work with the States and local public and pnvate 
agencies, and with HEW, to provrde the needed servrces. 
Status: Action completed. 

The Secretary of Agriculture should drop from program 
regulations the proposed provision that participants not be 
denied supplemental food for failure to attend or particrpate 
in nutrition education activities. In light of the need for local 
WlC programs to fully integrate nutrition education into WIC 

program regulations, such restrictions on methods by 
which this can be effectively accomplished would be coun- 
terproductive and at odds with program goals. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency will not act on this recommendation. It 
believes that WIC participants should be encouraged, 
but not required, to receive nutrition education. 

Agency Comments/Action 

Agriculture agreed with most of the GAO findings and has 
taken action on most of the report’s recommendations. The 
agency disagreed with the conclusions and recommenda- 
tions in three areas: (1) the need for uniform criteria and 
standards for medical/nutritional risk; (2) Agriculture and 

GAO access to certain participant medical information; and 
(3) required participation in nutrition education activities. 
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DEPARTMENT OF AGRICULTURE 

Lessons To Be Learned From Offsetting the Impact of the Soviet Grain Sales Suspension 
(CED-W-170, 7-27-81) 

Budget Function: Agriculture: Farm income Stabilization (351.0) 
Legislative Authority: Food Security Wheat Reserve Act of 1980 (P.L. 96-494; 94 Stat. 2578). Commodity Credit Corpora- 
tion Charter Act (15 U.S.C. 714 et seq.). Ewport Sales Reporting Act (7 U.S.C. 612c-3). Export Administration Act of 1979 
(50 USC. App. 2401). Food and Agriculture Act of 1977 (P.L. 95-l 13; 91 Stat. 913). P.L. 96-234. 94 Stat. 333. 

On January 4, 1980, the President announced that, for for- 
eign policy and national security reasons, the Federal Gov- 
ernment was suspending the shipment of about 18 million 
metric tons of agricultural commodities to the Soviet Union. 
The President directed the Department of Agriculture to 
take actions to offset the suspension’s impact on farmers. 
These offsetting actions, most of which were concerned 
with stabilizing market prices, included removing the 
suspended grain from the market by increasing the wheat 
and corn price-support loan rates, adjusting the farmer- 
owned reserve program, purchasing grain directly from 
farmers and country grain elevators, and purchasing ex- 
porters’ undeliverable grain contracts with the Soviet Union. 
Findings/Conclusions: Because of the short time between 
the decision to suspend shipments and the suspension’s 
announcement, Agriculture was not able to analyze 
thoroughly the suspension’s potential impact and to devel- 
op a comprehensive plan of offsetting actions. The lack of 
adequate planning caused Agriculture to: (1) erroneously 
anticipate that the farmer-owned reserve would efficiently 
remove the undeliverable grain; (2) purchase the exporters’ 
Soviet contracts valued at about $2.4 billion with little docu- 
mentation that such purchase was necessary; and (3) im- 
plement inefficiently the offsetting actions. Since any future 
suspension of the export of agricultural commodities may 
have a severe effect on the grain production and marketing 
industries, it is important that the potential effects of the 
various actions that could be taken to offset the potential 
impact of any further suspensions be identified and 
analyzed. Agriculture’s purchase and resale of the exporters’ 
Soviet contracts and its purchase of corn and wheat from 
farmers were implemented in a manner which led to Feder- 
al losses or increased Federal costs. A Government moni- 
toring program set up to identify illegal shipments to the 
Soviet Union was reasonably successful in identifying and 
discouraging direct shipments from U.S. ports to the Soviet 
Union. However, it was not feasible to closely monitor for 
possible unauthorized transshipments. The Soviet Union 
was able to substantially offset the suspension’s impact by 
increasing imports from other countries and drawing down 
its reserves. 

Recommendations to Agencies: The Secretary of Agricul- 
ture should develop and keep current a contingency plan 
that would include: (1) an assessment of whether existing 
farm Programs are flexible enough to efficiently and effec- 

tively offset the impact of a grain sales suspension on farm- 
ers; (2) an evaluation of the types and availability of data 
needed to determine on short notice the extent and severity 
of a suspension’s impact on farmers, grain elevators, grain 
transporters, and exporters; and (3) an analysis of the ex- 
tent, if any, to which the impact on each of the agricultural 
sectors should be offset. 
Status: Action in process. 

The Secretary of Agriculture should, after assessing existing 
farm programs, develop and submit to Congress any leg- 
islative recommendations for modifying existing programs 
or instituting new programs that the Secretary finds are 
necessary in developing a contingency plan. 
Status: Action in process. 

If the Commodity Credit Corporation again considers pur- 
chasing exporters’ contracts to offset the impact of any fu- 
ture suspensions, the Secretary of Agriculture should direct 
it to: (1) prepare an economic justification for each com- 
modity involved in the suspension to determine if such pur- 
chase is necessary; and (2) estimate any suspension-related 
benefits and detrimental effects to the exporters and use 
both estimates in determining the extent of Federal assls- 
tance needed. 
Status: Action in process. 

If the Commodity Credit Corporation again considers 
open-market purchases as an offsetting action, the Secre- 
tary of Agriculture should direct it to purchase only the 
types and grades of commodities suspended from ship- 
ment and to make such purchases at prices within a rea- 
sonable amount of the existing market price. 
Status: Action in process. 

Agency Comments/Action 

Agriculture is opposed to the development of a grain 
suspension contingency plan. It agreed that. if a direct pur- 
chase is contemplated, an economic justification statement 
should be prepared on each commodity to determine if the 

purchase is necessary and that both beneficial and detri- 
mental effects should be considered before providing Fed- 
eral assistance to exporters. However, it did not agree with 
the last part of the recommendation. Congress passed sec- 
tion 1205 of the Agriculture and Food Act of 1981 which in- 
corporates all of the recommendations. 
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DEPARTblENT OF AGRICULTURE 
Continuation of the Resource Conservation and Development Program Raises Questions 
(CED-81-120, 8-11-81) 

Budget Funotlon: Natural Resources and Environment: Conservation and Land Management (302.0) 
Leglslatlve Author&y: Bankhead-Jones Act (Farm Tenant) (7 U.S.C. 1010; 7 U.S.C. 1011; 50 Stat. 525). Soil Conser- 

vation and Domestic Allotment Act (I 6 U.S.C. 590a et seq.; 49 Stat. 163). 

GAO reviewed the Department of Agriculture’s Resource 
Conservation and Development (RCGD) program and the 

administrative and legislative changes needed to improve 
the control and operation of the program. 
Flndlngs/Concluslens: GAO was unable to develop a clear 
picture or measure of overall benefits under the program 
because program accomplishments are not clearly distin- 
guishable at either the project or measure level. The prin- 
cipal problems involved lack of useful data, the intangible 
nature of some benefits, and varying or unknown degrees 
of project involvement. GAO was able to obtain cost infor- 
mation on the program overall and on each project but 
not on individual project measures. Pertinent technical 
assistance costs were not shown for individual measures. 
The omission of technical assistance costs in reporting 
completed measures seriously limited any attempt to 
evaluate the program’s benefits in relation to its costs. 
Funds appropriated for cost sharing with local sponsors 
under the program have been used to finance many 
measures for which other Federal programs have been 
established. Once projects are authorized, they remain on 
the rolls indefinitely. Federally assisted sub-State planning 
organizations have the potential to become an alternative 
delivery system for activities carried out under the pro- 
gram because they perform many of the same functions. 
Some projects’ area plans which specify goals, objectives, 
and measures to be undertaken have not been updated 
as required by program procedures. 
flecommendatlons to Congress: If Congress decides to 
continue the RCGD program, it should legislatively dis- 
continue the use of program funds for installing project 
measures currently authorized for financing under cost 
sharing arrangements. 
Status: Recommendation no longer valid/action not in- 
tended. The Agriculture and Food Act of 1981 (P.L. 
97-98) established an RC&D program and provided for 
the deauthorization of projects and for cooperative 
agreements with States and local units of government. 
If Congress decides to continue the RCGD program, it 
should legislatively require the Secretary of Agriculture to 
establish procedures for periodically reviewing project 
operations and deauthorizing projects which are no longer 
active or have developed the capabilities necessary to 
continue operating without Federal involvement. 
Status: Action completed. 

If Congress decides to continue the RCGD program, it 
should legislatively direct the Secretary of Agriculture to 
establish several pilot projects where sub-State organiza- 
tions would assume the functions of RCGD projects. 
Upon completion of such tests, the Secretary should be 
required to provide Congress an evaluation of the test 

results with such recommendations as may be indicated 

for transferring additional RC&D project functions to sub- 
State organizations or the reasons for retaining the func- 
tions within the existing RCGD program structure. 
Status: Recommendation no longer valid/action not in- 
tended. The Agriculture and Food Act of 1981 (P.L. 
97-98) established an RC&D program and provided for 
the deauthorization of projects and for cooperative 
agreements with States and local units of government. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should require the Soil Conservation Service to ac- 
count for and identify the costs of providing technical as- 
sistance for each project measure. 
Status: Action in process. 

The Secretary of Agriculture should requrre the Soil Con- 
servation Service to improve its program information sys- 
tem to provide data which would permit better assess- 
ment of project benefits. 
Status: Action in process. 

The Secretary of Agriculture should require the Soil Con- 
servation Service to monitor the program more closely to 
assure that the projects’ area plans are up to date and re- 
flect any changed conditions in project circumstances. 
seaeus: Action completed. 

The Secretary of Agriculture should require the Soil Con- 
servation Service to develop and rncorporate an approved 
evaluation procedure into the program’s management 
process. 
Status: Action in process. 

Agency Comments/Action 

In a June 19, 1981, letter, USDA agreed with the recom- 
mendations and outlined actions it was taking or planned 
to take. However, in its November 16, 1981, letter to GAO, 
USDA said that the administration’s budget policy for 
RCED was to discontinue the program; the recommenda- 
tions were not being considered at that time. On January 
7, 1982, officials of the Soil Conservation Service, which 
administers the RCGD program, told GAO that it plans to 
issue regulations to implement the provisions of the Agri- 
culture and Food Act of 1981 and make revisions in its 
RCGD Program Handbook in accord with the recommen- 
dations. In February 1984, the Service advised GAO that it 
will not issue program regulations because funds are not 
being requested for the program in FY 1985. Target date 
for the Program Handbook is August 1984. 
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DEPARTMENT OF AGRICULTURE 

Millions Could Be Saved by improving integrity of the Food Stamp Program’s Authorization-To-Participate 
System 
(CEO-82-34, l-29-82) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Food Stamp Act Amendments of 1980 (P.L. 96-249). Food Stamp and Commodity Distribution 
Amendments of 1981 (P.L. 97-98). 

GAO reviewed the Department of Agriculture’s use of the 
Authorization-to-Participate (ATP) system, the Food Stamp 
Program’s principal benefit-delivery method. The purpose 
of the review was to make a preliminary assessment of 
the Food and Nutrition Service’s efforts to assure the in- 
tegrity of the system which will deliver about $8 bllllon of 
the estimated $10.6 billion of food stamp benefits in fiscal 
year 1982. 

Findings/Conclusions: GAO found that the ATP system 
has serious weaknesses. While losses through the system 

have been reported to be about $12 million annually, the 
inaccurate and incomplete reconciliation reports submlt- 

ted by some food stamp agencies and the lack of recon- 
ciliation reports by others Indicate that actual losses are 
greater. As a result, the Food and Nutrition Service does 
not know the full extent of the losses. Moreover, it has 
opted to assume the fiscal liability of these losses when in 
fact some could have been prevented by food stamp a- 
gencies. The Service has Issued regulations requiring the 
use of photo identification at all food stamp projects. The 
new regulations also limit ATP card replacements, but du- 
plicate transactions may still occur. GAO found that not 
all food stamp agencies that have serious ATP problems 
are required to use photo identification under the current 
criteria. 
Recommendations to Agencies: The Secretary of Agncul- 
ture should direct the Acting Administrator of the Food 
and Nutrition Service to take specific measures to im- 
prove the Authorization-to-Participate (ATP) system’s fiscal 
integrity. including: ( 1) determining those elements of ex- 
isting ATP delivery systems which are most effective in 
preventing program losses and direct that the more effec- 
tive methodologies be used where appropriate: (2) verify- 
ing data on the reconciliation reports by reviewing food 
stamp agencies’ ATP issuance and reconciliation systems 

and records, identifying through these reviews food stamp 
agencies that may be more likely to have recurring dupli- 
cate ATP transactions, and analyzing these weaker sys- 
tems and requiring the food stamp agencies to correct 
flaws contributing to program losses; (3) requiring photo 
identification at all food stamp agencies experiencing sig- 
nificant duplicate ATP transactions but not currently 
covered by the regulations; (4) including enforcing pro- 
gram regulations malung States and local food stamp a- 
gencies liable for program losses that should have been 

prevented; and (5) including reevaluating the new ATP re- 
placement regulations to determine if weaknesses in the 

regulations can be eliminated. 
Status: Action in process. 

Agency Comments/Action 

The agency contracted with a research firm to evaluate 
the effectiveness of all issuance systems currently operat- 
ing in the Food Stamp Program. The service issued pro- 
posed regulations allowing States to use the direct pickup 
issuance system for ATP cards. The ageno/ required its 
regional offices to: (1) conduct detailed reviews of the 
ATP, reconcile reports to identify deficiencies with State 
systems; (2) provide technical assistance; and (3) visit 
State agencies that appeared to be reporting 
inconsistent/questionable data and review their reconcilia- 
tion systems. The agency required additional food stamp 
project locations to use photo identification and estab- 
lished criteria to identify other locations where use of pho- 
to identification would be appropriate. The agency 
disagreed with the recommendation that States should be 
held liable for duplicate transaction losses and is 
reevaluating ATP replacement regulations to determine if 
noted weaknesses can be eliminated. 
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DEPARTMENTOFAGRICULTURE 
Savings Are Possible Through Better Management of Government-Owned Da@ Products 
(CED-82-79, 5-18-82) 

Budget Function: Agriculture: Farm income Stabilization (351.0) 
Legislative Authority: Agricultural Act of 1949 (7 USC. 1421 et seq.). Agriculture and Food Act of 1981 (P.L. 97-98). 

GAO reviewed the Department of Agriculture’s (USDA) poli- 
cies and procedures for storing dairy products acquired 

through the dairy price-support program. The purpose of 
the review was to evaluate how these products were 
managed, because the Government-owned inventories of 
butter, cheese, and nonfat dry milk increased substantially 
during fiscal years 1980 and 1981, and these products 
comprise the largest share of Government-owned commo- 
dities. 

Findings/Conclusions: USDA successfully located sufficient 
storage space for the dairy products, which increased from 
about 705 million pounds in fall 1979 to more than 2 billion 
pounds by fall 1981. GAO concluded that USDA would real- 
ize an estimated annual savings of up to $1.4 million if it 
purchased its requirements for 1 -pound packages of butter 
directly from suppliers. Butter in 1 -pound packages is used 
in the domestic school lunch and food-for-the-needy pro- 
grams and is supplied by repackagrng blocks of bulk butter. 
USDA did not act on previous recommendations to buy 
l-pound packages of butter because of the large inventory 
of bulk butter on hand and its concern that the older stock 
would deteriorate before it was used. GAO concluded that 
warehouses storing the dairy products are examined more 
often than necessary. It was estimated that approximately 
2600 staff hours of warehouse examiners’ time could be 
saved annually if the frequency of examinations were re- 
duced from three times to two times a year for warehouses 
that have good performance records. This would provide 

time for the decreasing staff of examiners to cope with an 
increasing workload. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Administrator of the Agricultural Sta- 
bilization and Conservation Service to establish a policy to 
buy the Department’s requirements for l-pound packages 
of butter directly from suppliers whenever possible. The Ad- 
ministrator should implement this policy immediately so 
that part of the requirement for the next full quarter could 
be acquired in this manner based on an analysis of project- 
ed needs and present inventory. For each succeeding 
quarter, the Administrator should reevaluate Govemment- 
owned butter inventories to determine the amount such 
purchases can be increased so that eventually all require- 
ments can be obtained by direct purchases. 
Status: No action initiated. Date action planned not known. 

The Secretary of Agriculture should direct the Administrator 
of the Agricultural Stabilization and Conservation Service to 
identify those warehouses that have good performance 
records and reduce the examination frequency for these 
warehouses to twice a year. 
Status: Action completed. 

Agency Comments/Action 

Agriculture agreed with the recommendations; however, it 
does not plan to implement the first recommendation until 
the current inventory of aging bulk butter stocks have been 
used up. 

113 



DEPARTMENT OF AGRICULTURE 
Agricultural Marketing Act inspections Should Be Administered by Single USDA Agency 
(CED-82-69, 5-21-82) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 
Legislative Authority: Agricultural Marketing Act of 1946 (7 USC. 1621 et seq.). Grain Standards Act (7 U.S.C. 71 et 
seq.). P.I. 83-480. 

GAO reviewed the Department of Agriculture (USDA) food 
and inspection grading activities carried out under the Ag- 
riculture Marketing Act of 1946. Responsibility within 
USDA for these activities is currentiy shared by the Agri- 
cultural Marketing Service (AMS) and the Federal Grain 
Inspection Service (FGIS); GAO also reviewed this division 
of responsibiliv. 
Findln~a/Conc%usions: GAO found that FGIS relies on lo- 
cal individuals under annual personal service contracts 
called contract samplers rather than its own employees to 
do contract compliance inspections. AMS provides con- 
tract compliance services for most Act products and it 
usually has employees near or in the immediate area of 
plants under FGIS jurisdiction who could absorb most of 
the FGIS workload. Therefore, the AMS employees could 
probably provide higher quality and more reliable services. 
Since testing processed grain products in connection with 
contract compliance inspections is the primary mission of 
the FGIS laboratory, it could also be transferred to AMS, 
because AMS has three laboratories that do similiar test- 
ing. FGIS now diverts a certain amount of testing work to 
private laboratories to keep them under contract in case 
their facility cannot handle peak workloads. FGIS provides 
other services under the Act besides contract compliance 
services. GAO believes that transferring the Act functions 
would be desirable, even though such a transfer would 

not necessarily result in higher quality or more efficient 
services. Without these Act responsibilities, FGIS could 

devote more attention to its primary grain inspection mis- 
sion and could better maintain that program’s integrity 

despite staff cutbacks. FGlS already has personnel at ma- 
jor ports. Therefore, it could provide export inspection 
services more efficiently. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should transfer to AMS responsibility for inspecting 
and grading commodities covered by the Agricultural 
Marketing Act of 1946 that are now assigned to FGIS. 
Status: No action initiated. Date action planned not 
IUlOWIl. 

The Secretary of Agriculture should transfer a sufficient 
number of FGIS personnel with expertise in grading rice 
and other commodities which FGIS now grades under the 
Act. 
Status: No action initiated. Date action planned not 
known. 

The Secretary of Agriculture should transfer the FGIS 
commodity testing laboratory in Beltsville, Maryland. 
Status: No action initiated. Date action planned not 
kllOWn. 

The Secretary of Agriculture should instruct the Adminis- 
trators of FGIS and AMS to execute a memorandum of 
understanding providing for FGIS personnel to continue 
inspection and testing services they now provide on ex- 
ported commodities. 
Status: No action initiated. Date action planned not 
kI-lOWIl. 

The Secretary of Agriculture should instruct the Adminis- 
trator of AMS to establish a formal policy and system for 
maximizing cross-utilization of AMS personnel on contract 
compliance inspection work. 
Status: Action completed. 

The Secretary of Agriculture should instruct the Adminis- 
trator of (FGIS) to either: (1) transfer grain research work 
now done by the Beltsville laboratory to the FGIS labora- 
tory in Grandview, Missouri, or (2) effect a memorandum 
of agreement with the Administrator of AMS providing for 
the Beltsville laboratory to continue this work on a reim- 
bursable basis. 
Status: No action initiated. Date action planned not 
kIl0Wl-l. 

Agency Comments/Action 

USDA disagreed with all but one of the recommendations. 
While agreeing that centralized management of like func- 
tions is normally desirable, USDA maintained that ,a split 
in responsibilities for Agriculture Marketing Act inspection 
and grading activities is justified because of similarities in 
inspections conducted under the U.S. Grain Standards 
Act. Accordingly, USDA plans no action on the recom- 
mendations except to cross-utilize, where practical, per- 
sonnel assigned to the two agencies which carry out the 
activities in question. After studying this approach, the a- 
gencies concluded that cross-utilization nationally, while 
desirable, would not be practical. In March 1983, the a- 
gencies agreed to cross-utilize personnel and transfer re- 
sponsibility for individual plants on a case-by-case basis 
so that personnel from both agencies would not be in- 
specting different products of the same contractor’s plant. 
Such actions had been taken at eight individual plants. 

114 



DEPARTMENT OF AGRICULTURE 

Congressional Decision Needed on Necessity of Federal Wool Program 
(CED-82-86, 8-2-82) 

Budget Function: Agriculture: Farm Income Stabilization (351 .O) 
Legislative Authority: Wool Act (7 USC. 1781 et seq.). Insecticide, Fungicide and Rodenticide Act (7 U.S.C. 136 et seq.). 

GAO reviewed the Department of Agriculture’s wool incen- 
tive payment program to determine whether it is accom- 
plishing its objectives and whether these objectives are still 
valid. 
Findings/Conclusions: The Federal wool incentive program 
has had little effect on encouraging wool production and 
improving wool quality because decisions to raise sheep are 
based primarily on the profitability of the lamb market. 
Since most producers decide to raise sheep regardless of 
Federal encouragement, program payments do not neces- 
sarily encourage production. Furthermore, the increased 
use of synthetic fibers in military items, once made entirely 
of wool, and in commercial products has reduced the need 
for wool, and it is no longer on the list of strategic commo- 
dities. GAO found that, although program payments to pro- 
ducers have been substantial, wool production has declined 
by over 50 percent since the inception of the program. 
Furthermore, reports on the domestic wool market indicate 
that wool quality has not improved. Therefore, the major 

reasons for establishing a program to encourage wool pro- 
duction are not as important as they were when the pro- 
gram was initiated. 
Recommendations to Congress: Congress should consider 
whether Federal financial assistance should: (I ) contrnue to 
be provided to encourage wool productron; and/or (2) be 
provided to generally assist the sheep industry. 
Status: No action initiated. Date action planned not known. 

Congress should, if the program is retained, eliminate pay- 
ments to noncommercial producers and payments for 
unshorn lambs because these payments are not accom- 
plishing their intended objectives. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

Agriculture agreed with the GAO recommendations. How- 
ever, up to the present time Congress has taken no action 
nor is any planned. 
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DEPARTMENT OF AGRICULTURE 

Agricultural Economics Research and Analysis Needs Mission Clarification 
(RCED-83-89, l-3 l-83) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 
Legislative Authority: Agricultural Research, Extension, and Teaching Policy Act (National). Food and Agriculture Act of 
1977 (P.L. 95-113). Organic Act of 1862 (7 U.S.C. 2201 et seq.). 

GAO examined and clarified the Department of Agricul- 
ture’s (USDA) economics research and analysis activities. 
GAO made its review in terms of the USDA Economic Re- 
search Service’s (ERS) overall mission and program priori- 
ties and its relationship to that of State land-grant institu- 
tions. GAO also reviewed USDA activities with regard to 
planning, priority setting, and coordination of public sector 
agricultural economics research and analysis. 

Findings/Conclusions: GAO found that there is a disagree- 
ment within the agricultural community on the roles of ERS 
and the land-grant institutions’ departments of agricultural 
economics. Contributing to this problem is the lack of clear 
roles between ERS and land-grant institutions in their eco- 
nomics research. A systematic determination of research 

needs is important because some research needs must be 
given higher priorities than others. However, very little has 

been done to plan for, set priorities for, or coordinate overall 
public sector agricultural economics research and analysis 
activities. Decisions are often made on an ad-hoc basis 

with little coordination between USDA and the land-grant 
institutions. GAO concluded that, during the past few years, 
ERS has conducted socioeconomic research which GAO 
believes is questionable from a subject matter perspective, 
while other priority research and analysis needs have not 
been given adequate attention. 

Recommendations to Agencies: The Secretary of Agricul- 
ture, in cooperation with the State land-grant institutions, 

should: (1) examine and clarify the Federal role in agricul- 
ture economics research and analysis, including the ERS 
role in relation to that of the land-grant institutions; and (2) 
prepare a statement of the ERS mission and role in relation 
the the State land-grant institutions and submit it to the ap- 
propriate congressional committees for their information 
and review. 
Status: Action in process. 
The Secretary of Agriculture should provide leadership in 
planning and coordinating agricultural economics research 
and analysis by directing the Administrator, ERS, to actively 
encourage joint program planning for, and coordination of, 
agricultural economics research and analysis with the 
land-grant institutions as well as other interested Federal 
and State agencies. 
Status: Action completed. 

Agency Comments/Action . 

ERS recognizes the need to work with the land grant 
universities to clarify the ERS research role. As part of this 
effort, ERS has established a new position, Deputy Ad- 
ministrator for Planning and Organizational Relations. ERS 
is preparing a new mission statement which will eventually 
be released as a public document. ERS is using coordi- 
nating mechanisms to enhance planning and cooperation 
between ERS and the land grant universities. 



DEPARTMENTOFAGRICULTURE 
Need For Greater Efforts To Recover Costs of Food Stamps Obtained Through Errors or Fraud 
(RCED-83-40, 2-4-83) 

Budget Function: income Security: Housing Assistance and Other income Supplements (604.0) 
Legislative Authority: Social Security Act Food Stamp Act of 1964. Food Stamp Act of 1977. Food Stamp Act Amend- 
ments of 1979. Food Stamp and Commodity Distribution Amendments of 1981. Omnibus Budget Reconciliation Act of 
1981. Omnibus Budget Reconciliation Act of 1982. Agriculture and Food Act of 1981. Debt Collection Act of 1982 (P.L. 
97-365). H.R. 6394 (97th Cong.). H. Rept 97-759. S. Rept. 97-128. S. Rept 97-504. 

GAO conducted a review of the Food Stamp Program to 
see if improvements have been made in the identification 
and recovery of overissuances and the adjudication of 
cases involving alleged fraud since a 1977 report. 

Flndlngs/Concluslons: During fiscal years 1980 and 1981, 
the Federal Government lost about $2 billion through State 
overissuances of food stamp benefits, and eligible house- 
holds received about $500 million less than they should 
have. The erroneous issuances resulted from administrative 
and recipient errors and fraud. Only about 1 cent of each 
overissued dollar was recovered. Using semiannual quality 
control results, the Food and Nutrition Service (FNS) can 
project the total amount of overissued and underissued 
benefits, but it has no reliable data on how many of these 
errors States identify with specific households. Data from 
six States indicated that, compared with total estimated 
overissuances, relatively few specific cases have been iden- 
tifed. GAO stated that the use of computer matching to 
identify and ultimately recover specific overissuances holds 
considerable promise, and legislation implemented in re- 
cent years provides needed financial incentives to identify 
more overissuance cases. Although States are required to 
establish claims against households identified as receiving 
overissuances, they have not always done so because col- 
lection was difficult; however, recent legislation provides fi- 
nancial incentives and requires offsets against benefits to 
households still in the program of recipient-caused errors. 
GAO found that States have not investigated or adjudicated 
many identified cases of potential fraud because of the 
problems they perceived in pursuing them and FNS has not 
acted in a concerted way to solve or lessen barriers to State 
fraud pursuit 

Ftecommendatlons to Congress: Congress should amend 
the Food Stamp Act of 1977, as amended, to require 
recovery of overissuances by reducing monthly benefits of 
recipient households regardless of the reason for the im- 
proper issuance. 
Status: No action initiated. Date action planned not known. 

Congress should add a new section 13(b)(3) to require 
States to promptly take all necessary steps to recover any 
overissuances from households no longer participating in 
the program. 
Status: No action initiated. Date action planned not known. 

The congressional legislative and appropriations commit- 
tees should direct the Secretary of Agriculture to evaluate 
and inform them of the results of any legislative changes 
and administrative efforts to improve the identification and 

collection of overissuances and the potential impact of any 
additional initiatives being considered in this area. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of Agricul- 
ture should issue regulations specifically requiring States to 
identify and correct erroneous issuance cases, either: (1) as 
a by-product of routine program procedures required for 
other purposes, such as recertifications; or (2) through 
computer matching and other specific identification tech- 
niques that can detect multiple program participation and 
discrepancies in household-reported eligibility/benefit data. 
These regulations should require that each State, as a 
minimum, identify erroneous issuances caused by classes 
of eligibility criteria that quality control results or other avail- 
able information shows as causing substantial dollar errors 
in that State. Adequate implementation of this aspect of 
State operations should be specifically considered by FNS 
in determining whether administrative sanctions are war- 
ranted. 
Status: No action initiated. Date action planned not known. 

The Secretary of Agriculture should explore with the States 
ways in which error-prone profiles could be used, in con- 
junction with computer matching and other identification 
techniques, to pinpoint household circumstances which 
have high error potential so that States’ administrative re- 
sources can be directed toward corrective actions that will 
result in maximum benefits. 
Status: Action in process. 
The Secretary of Agriculture should require FNS to solicit, 
compile, and distribute to the States information on the 
availability of different kinds of data files that could and 
should be used to verify household data items that have a 
major bearing on program eligibility and benefit levels. 
Status: Action in process. 
The Secretary of Agriculture should require FNS to revise 
the present claims report received From the States monthly 
to include information on the number and value of errone- 
ous issuance cases identified through each of the various 
identification methods that are available. This information 
should be assessed and distributed to inform the States of 
the effectiveness of the different identification methods be- 
ing used. 
Status: Action in process. 
The Secretary of Agriculture should evaluate each State’s 
performance in establishing and collecting claims. Such 
evaluations should reveal individual State’s, as well as pro- 
gramwide, strengths and weaknesses in the claims estab- 
lishment and collection process and provide a basis for a 
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FNS determination of whether administrative sanctions are 
warranted. As a minimum, these evaluations should in- 
clude: (1) a review of the information in States’ Status of 
Claims Against Households reports to assure that all claims 
and collection activity is reported accurately; (2) systematic 
reviews of Office of Inspector General reports, State man- 
agement evaluations, and other analytical reports and sta- 
tistical information on the States’ success in claims and col- 
lection activity: and (3) onsite reviews of the effectiveness of 
each State’s collection techniques, especially the required 
offset procedure. 
Status: Action in process. 

whether States collectively and individually are adequately 
pursuing potential food stamp fraud. 
Status: Action in process. 

The Secretary of Agriculture should assess the problems 
that State officials have reported or may report as barriers to 
adjudicating alleged food stamp fraud and, to the extent 
practical, provide the guidance and technical assistance 
necessary for resolving or decreasing the adverse effect of 
those problems. 
Status: Action in process. 

Agency Comments/Action 
The Secretary of Agriculture should provide technical assis- 
tance, based on evaluation and monitoring efforts and other 

In general, Agriculture agreed with the report findings and 

available information, to improve State claims establish- 
promised to take the actions recommended. The agency 

ment and collection activity as may be needed. Such assis- 
pointed out that many of the issues addressed were being 

tance should include but not be limited to: (1) advice and 
given top priority, but that it could take a couple of years for 

help to States in developing appropriate accour)ting sys- 
its efforts to produce results. 

terns and controls needed to use the offset procedures 
most effectively, particularly in cases involving amounts 
owed from prior periods of households’ participation; (2) 
identification and dissemination of available information on 
alternative and innovative collection techniques that States 
use in other programs, and that some States may use in 
this program, which could be used, or used more, to 
enhance collection of food stamp overissuances not sub- 
ject to offset authority; and (3) assistance in implementing 
alternative collection strategies that hold promise for good 
results. 
Status: Action in process. 

The Secretary of Agriculture should determine the extent of 
recipient fraud within the Food Stamp Program and estab- 
lish the appropriate level of State pursuit and adjudicative 
efforts needed to control recipient fraud. 
Status: Action in process. 

The Secretary of Agriculture should require that States’ pro- 
gram operating plans include adequate: (1) methods and 
criteria for identifying cases in which a question of fraud 
may exist; (2) procedures, developed in cooperation with 
States’ legal authorities, for referring to law enforcement of- 
ficials cases in which a valid reason to suspect fraud exists; 
and (3) procedures for referring to an administrative fraud 
hearing process all cases not referred to or accepted for 
court prosecution for reasons other than insufficient evi- 
dence. 
Status: Action in process. 

The Secretary of Agriculture should require States to 
periodically report pertinent information on their fraud pur- 
suit activities. These reports should include information on 
all phases of fraud pursuit and adjudication, including the 
numbers and dollar amounts of all referrals to and from 
various levels of the investigative and adjudicative pro- 
cesses and the ultimate dispositions of the cases. Such data 
should identify backlogs in any of the investigative steps or 
adjudication procedures used. 
Status: Action in process. 

The Secretary of Agriculture should periodically evaluate 
States’ investigation and adjudication efforts to determine 
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DEPARTMENTOFAGRICULTURE 
Improvements Needed in Internal Controls at the National Finance Center 
(AFMD-83-37, 2-7-83) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 

GAO summarized the results of its review of internal con- 
trols over procurement-related payments made by the De- 
partment of Agriculture’s (USDA) National Finance Center 
(NFC). 
Findings/Conclusions: GAO found that internal controls at 
NFC were inadequate to prevent payments from being 
made too early, which may cause the loss of more than 
5 1.6 million in interest annually. Further, almost $3 million 
might have been saved if recently enacted late payment 
penalties had previously been required. Procedural weak- 
nesses increased the vulnerability of the payment systems 
to fraud and abuse. Inadequate verification of authorizing 
signatures on payment vouchers processed through the 
miscellaneous payments system may have allowed improp- 
er payments to be made. The purchase order system had 
more than $10 million in old, inactive purchase orders 
which had not been canceled, creating the possibility of 

payments being made for goods or services not received. 
In addition, the gasoline credit card system did not provide 
field offices with reasonable means of verifying charges to 

the field offices’ funds and relied on inappropriate audit pro- 
cedures to identify improper charges. GAO made recom- 
mendations to NFC officials on ways to improve internal 
controls over payment processing. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should require USDA to monitor the corrective actions 
planned, taken, or discussed in this report. 
Status: Action in process. 

Agency Comments/Action 

USDA has initiated action on all of the recommendations. 
They are all expected to be implemented by May 1984. 
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DEPARTMENT OF AGRICULTURE 

Skewed Bidding Presents Costly Problems for the Forest Service Timber Sales Program 
(RCED-83-37, 2-9-83) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 

GAO was requested to examine the use of skewed bids on 
timber sales of the Department of Agriculture’s Forest Serv- 
ice. Skewed bidding occurs when a bidder in a multispecies 
sale loads most of the bid value on a single tree species and 
offers the minimum price for the other species. GAO re- 
viewed timber sales in the Service’s three western regions 
where multispecies sales are common and skewed bidding 
occurs. 
Findings/Conclusions: GAO found that the use of skewed 
bidding is causing costly problems for the Service timber 
sales program. During fiscal years 1980 and 1981, about 
$1.9 million in sales revenues was forgone on timber sales 
closed on 11 of the Service’s western national forests, and 
the Forest must devote administrative resources to deal 
with the harvest management problems caused by skewed 
bidding. Timber harvesting on a species-by-species basis 
on skewed bid sales compounds the sale management 
problems. Species logging permits the purchaser to harvest 
the high-value trees on the sale last, thus delaying the re- 
ceipt of sale revenues. Species logging also increases the 
risk that high-value tree will not be harvested and efforts to 
resell the timber may be unsuccessful in recouping the loss. 
Although skewed bidding affects the Service’s three western 
regions, most Service efforts to control the practice have 
occurred at the individual region or forest levels rather than 
programwide. The three western regions have restricted 
bidding on minor species by setting various minimum 
volume bidding criteria. GAO found that restricting bidding 
to species with more than 10 percent of the sale volume 
had limited effect. 
Recommendations to Agencies: The Secretary of Agricui- 
ture should direct the Forest Service to control the use of 
skewed bids on future timber sales. In the short term, the 
Service could adopt a bid premium distribution procedure 

whereby the total bid premium on a timber sale would be 
spread among the species offered for sale in proportion to 
the volumes and values of the individual species. In the long 
term, the Service could require adoption of the fixed-price, 
lump-sum, tree measurement sales method once industry’s 
concerns about this method are resolved to the Service’s 
satisfaction. 
Status: Action in process. 
The Secretary of Agriculture should require the Forest Serv- 
ice to prohibit logging on a species-by-species basis on 
skewed bid sales to reduce the adverse effects of past 
skewed sales. 
Status: Action completed. 

Agency Comments/Action 

The Forest Service said that the report fairly and accurately 
treats the skewed bidding issue. it agreed that national di- 
rection is appropriate to control the use of skewed bidding 
in future timber sales and to reduce the adverse effects of 
past skewed bidding on existing sales. On May 31, 1983, 
the Forest Service advised GAO that it was developing a 
procedure to control skewed bidding which involves the dis- 
tribution of bid premium and restriction of bidding on 
minor species as recommended in the GAO report. The 
Forest Service is also developing standards for tree- 
measurement sales and a National Forest Tree Measure- 
ment Handbook. The target date for these revised pro- 
cedures is April 1984. The Forest Service also advised 
GAO that regional foresters have been instructed to consid- 
er the resource and financial implications for any request 
for two-stage logging, particularly when there has been 
skewed bidding on the timber sales. 
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DEPARTMENTOFAGRICULT(dRE 
Research and Extension Programs to Aid Small Farms 
(RCED-83-83, 2-9-83) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 

GAO reviewed the Department of Agriculture’s (USDA) ac- 
tions to implement the recommendations made in a 1975 
GAO report to ensure that small-farm research and exten- 
sion programs are practical, beneficial, and cost-effective. 
Findings/Conclusions: The current GAO examination 
showed that research and extension services have been in- 
creased and that data collection activities have been ex- 
panded since the 1975 GAO report, However, to date USDA 
has neither: (1) developed data on the overall costs and 
benefits of small-farm extension activities; nor (2) adequate- 
ly encouraged State extension services to establish pro- 
cedures to identify small farmers most in need of assistance 
and to establish action plans to improve the participants’ 
farming skills. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Administrator of the Federal Exten- 
sion Service to work, cooperatively with the State extension 
services, to develop guidelines for carrying out special 
small-farm extension programs in a way that will provide 

technical assistance to the maximum number of small 
farmers and a means to collect data on and estimate the 
costs and benefits of small-farm extension program activi- 
ties. 
Status: Action in process. 

Agency Comments/Action 

USDA officials stated that special emphasis will be given to 
developing guidelines which will enable the Federal Exten- 
sion Service to reach increased numbers of small farmers 
and assess the potential audience for these programs. Also, 
as part of the ongoing accountability and evaluation activi- 
ties connected with the extension programs, USDA will col- 
lect additional data on small farm programs and estimate 
the costs and benefits of small farm extension program ac- 
tivities. Much of this will be done by having individual States 
perform impact studies regarding their programs with small 
farm operators. 
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DEPARTMENT OF AGRICULTURE 

Changes Are Needed To Assure Accurate and Valid Wheat Deficiency Payments 
{WED-83-50, 3-29-83) 

Budget Function: Agriculture: Farm Income Stabilization (351 .O) 
Legislative Authority: Agriculture and Consumer Protection Act of 1973 (P.L. 93-86). 

GAO reviewed the Department of Agriculture’s (USDA) sys- 
tem for making deficiency payments to wheat farmers. 
These payments are designed to supplement eligible wheat 
farmers’ income in the years when wheat prices are low. 
Findings/Conclusions: Farmers participating in the wheat 
crop program receive deficiency payments from USDA 
based on the difference between a target price and the 

lower national average market price of wheat. GAO believes 
that changes are necessary to ensure that accurate and 
valid payments are being made. Under the current system, 
overpayments or underpayments to farmers could be 
caused by: (I) inaccurate data which are used to establish 
the national average market price; (2) procedures used to 
determine production for the purpose of computing pro- 
gram payment amounts which overstate farmers’ actual 
production; and (3) the imprecise method being used to 
calculate yields for farmers submitting evidence of actual 
production. 

Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Administrator of the Statistical Re- 
porting Service to adopt procedures to: (1) institute a sys- 
tem of quality control for the prices-received survey as sug- 
gested by the 1980 statisticians’ report; (2) convey to 
enumerators the need for them to perform their job correct- 
ly and follow up to ensure that they do; (3) provide to each 
State a standard survey questionnaire with reporting in- 
structions to eliminate possible reporting bias resulting 

from differing instructions and that clearly explain the pur- 
pose and importance of the survey; and (4) institute a fol- 
lowup program to obtain missing reports of quantities sold 
and amounts paid from grain buyers who were unable to 
provide requested data during the reported month; this 
would allow grain buyers more time to report accurate data 
and eliminate the need for using estimated average prices 
to compute the estimated average market price. 
Status: Action in process. 

The Secretary of Agriculture should direct the Administrator 
of the Agricultural Stabilization and Conservation Service to: 
(1) develop an acceptable adjustment for the deficiency 
payment program that properly accounts for the unharvest- 
ed acreage on which payments are made; and (2) conduct 
a comprehensive analysis of the crop yield distributions to 
determine the extent to which program yields are inade- 
quately assigned and develop crop yield frequency distribu- 
tions for counties or similar areas to assist county commit- 
tees in assigning yields to individual farms. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with and is taking or plans to take action 
on six elements within the two recommendations. The 
agency stated that additional funding would be required to 
implement one of the elements and that it did not consider 
this a high enough priority to justify the funding. 
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DEPARTMENTOFAGRICULTURE 
Federal Regulation of Meat and Poultry Products-Increased Consumer Protection and Efficiencies Needed 
(RCED-83-68, 5-4-83) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 
Legislative Authority: Meat Inspection Act (21 U.S.C. 601). Poultry Products inspection Act (21 U.S.C. 451 et seq.). 

GAO reviewed the Department of Agriculture’s (USDA) 
Food Safety and Inspection Service’s (FSIS) regulation of 
processed meat and poultry products. The review was 
made to determine whether: (1) standards have been 
developed to help assure consumers of the uniformity and 
consistency of products; (2) products are properly labeled; 
and (3) sampling procedures are efficient and effective. 
Findings/Conclusions: Products made with mechanically 
separated meat and Poultry contain some pulverized bone, 
bone marrow, and certain potentially harmful minerals, 
Consequently, to protect the publrc, FSlS established 
specrfic standards and labeling requirements on mechani- 
cally separated meat (MSM). Although a USDA study has 
shown that similar health and safety problems exist for 
mechanically separated poultry (MSP), FSIS has not estab- 
lished specific requirements for these products. Because 
MSM is different from hand-separated meat in that it con- 
tains higher amounts of calcium and cholesterol, FSIS es- 
tablished product standards and labeling requirements to 
prevent MSM products with misleading labels from being 
sold to consumers. However, similar action has not been 
taken to protect consumers from products produced with 
MSP. In a related issue, FSIS has also established standards 
on the maximum fat and added water that cooked meat 
sausage products can contain to ensure the products’ nutri- 
tional quality, but similar standards on cooked poultry 
sausage products have not been established. To ensure 
product compliance, FSIS takes three types of samples on 
processed meat products; however, GAO believes that 
changes could be made in each type of sample to improve 
efficiency and consumer protection. 
Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Administrator, FSIS, to establish 
specific standards on MSP and labeling requirements on 
products made with MSP as has been done for MSM and 
products made with MSM. 
Status: Action in process. 

The Secretary of Agriculture should direct the Administra- 
tor, FSIS, to establish standards on the maximum fat and 

added water that cooked poultry and sausages can contain 
and appropriate sampling procedures to measure compli- 
ance with the standards. 
Status: Action in process. 

The Secretary of Agriculture should direct the Administra- 
tor, FSIS, to reduce verification sampling at plants with par- 
tial quality control systems that have good histories of com- 
pliance and reduce split sampling at plants that have ac- 
credited laboratories with good histories of compliance. 
Status: Action in process. 

The Secretary of Agriculture should direct the Administra- 
tor, FSIS, to enforce its procedures on investigating and 
resolving major discrepancies on split-sample results be- 
tween FSIS field laboratories and the accredited labora- 
tories. 
Status: Action in process. 

The Secretary of Agriculture should direct the Administra- 
tor, FSIS, to provide inspectors with timely results on prod- 
uct compliance. This could be accomplished by reducing 
the backlog of samples that need to be analyzed at the FSIS 
field laboratories. By reducing the number of samples as 
recommended above, fewer samples would be analyzed by 
the FSIS field laboratories and the sample results would be 
returned to the inspectors faster. FSIS could also en- 
courage plants to use nearby accredited laboratories. 
Status: Action in process. 

Agency Comments/Action 

The agency said that the GAO recommendation on con- 
sumer protection and sampling efficiencies have come at 
an opportune time and that it is or will be in the process of 
taking action on all of the report’s recommendations. Be- 
cause action on two of the recommendations involve publi- 
cation of proposed rules which must follow the Administra- 
tive Procedures Act, completion of the action will probably 
not take place until next year. 
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DEPARTMENT OF AGRICULTURE 

Improved Management of import Meat inspection Program Needed 
(RCED-83-81, 6-15-83) 

Budget Function: Agriculture: Agricultural Research and Services (352.0) 
Legislative Authority: Meat Inspection Act (21 USC. 601 et seq.). Poultry Products inspection Act (21 USC. 451 et seq.). 

GAO reviewed the Department of Agriculture’s administra- 
tion of its import meat and poultry inspection program. 
Findings/Conclusions: GAO found that, at the 10 highest 
volume ports where variances in the quantities of meat re- 
jected ranged from 0.1 to 1.5 percent, procedures for con- 
trolling, sampling, and inspecting meat products differed 
because of: (1) regulations and instructions which were 
generally outdated, unclear, and inconsistent; (2) a lack of 
adequate supervision and training of inspection personnel; 
and (3) workload imbalance. The Automated Import Infor- 
mation System compiles inspection-result histories for 

countries and foreign plants. These histories are the basis 
for assigning the scope and extent of inspections. GAO 

found that, in some ways, regulations and instructions do 
not conform with the system’s revised procedures. GAO 
and Food Safety and Inspection Service officials found that 
most inspectors cited the need for periodic training and 
better communication between inspectors from different 
ports as a way of standardizing inspections. Despite the ap- 
parent improvement in plant conditions, program changes 
are needed to to better ensure that products are imported 
only from countries and plants meeting U.S. requirements. 
Recognizing the need for increased attention to foreign pro- 
grams’ regulatory comparability, the Service is developing a 
new systems approach for approving and monitoring for- 
eign inspection systems. GAO believes that the new system 
should improve the Service’s ability to assess these risks, 

Recommendations to Agencies: The Secretary of Agricul- 
ture should direct the Food Safety and Inspection Service 
Administrator to revise the meat and poultry inspection reg- 
ulations, the manual, and other written instructions to pro- 
vide clear, concise, and up-to-date guidance on the pro- 
cedures import inspectors are to use in controlling, sam- 
pling, and inspecting products offered for entry. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to develop criteria for distinguishing 
among minor, major, and critical defects in canned pack- 
aged meat products. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to authorize, through regulations, 
skip-lot sampling procedures for boneless manufacturing 
meat. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection System to prescribe the procedures for in- 
spectors to use in handling skip lots. 
Status: Action completed. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to prescribe procedures for ade- 
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quately and consistently controlling import meat products 
and inspection samples. 
Status: Recommendation no longer valid/action not intend- 
ed. Although the agency took some action on this recom- 
mendation, it does not agree with the major concern that 
inspectors supervise the breaking of country-of-origin 
seals on refrigerated containers. Since the agency will 
not take action on the matter, no further followup is 
necessary. 
The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to provide guidance to inspectors on 

the correct procedures for selecting samples shipped in 
combination brns. 

Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to establish new sampling tech- 
niques for wholesale cuts and carcasses which do not limit 
inspection to a predetermined portion of the product for 
major and critical defects. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to emphasize to import inspectors 
that foreign inspection certificates be prepared in accord- 
ance with Service-prescribed procedures. 
Status: Action completed. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service Administrator to require that all in- 
spection personnel be provided periodrc refresher trarning 
and establish a structured on-the-job training program. 
Status: Action completed. 

The Secretary of Agriculture should direct the Food Safety 

and Inspection Service Administrator to assign an 
inspector-in-charge to all major ports, with appropriate writ- 
ten descriptions of responsibilities and duties, including a 
systematic review of case files. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and inspection Service to develop work measurement 
standards to use in ensuring that ports are adequately 
staffed by full-time and/or temporary inspectors. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to revise the meat and poultry in- 
spection manual to specify the procedures foreign program 
officers are to follow in reviewing plants. 
Status: Action in process. 

The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to develop more uniform objective 
criteria for use in reviewing and rating foreign plants. 
Status: Action in process. 



The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to revise the foreign plant review 
form to better identify problems for future followup. 
Status: Action in process. 
The Secretary of Agriculture should direct the Food Safety 
and Inspection Service Administrator to emphasize to for- 
eign inspection system officials that they are responsible for 
identifying and correcting deficiencies and, if warranted, 
delisting plants and request that they advise the Service of 
the reason(s) for each delistment. 
Status: Action in process. 
The Secretary of Agriculture should direct the Food Safety 
and Inspection Service to develop a more systematic and 
objective way of compiling the results of plant reviews, us- 
ing a statistically selected sampling of plants as a basis for 
apprising management of the overall effectiveness of for- 
eign inspection systems in ensuring compliance with U.S. 
requirements. Periodic reviews of plants outside the sample 
should be made at least annually for considering such fac- 
tors as volume of exports and rejections at U.S. ports. 
Plants not exporting to the United States should not be re- 
viewed. 
Status: Action in process. 

Agency Comments/Action 

Although the Department of Agriculture’s Food Safety and 
Inspection Service was still in the process of developing 
revised procedures called for by the GAO recommenda- 
tions as of November 1983, it had completed actions on 
the recommendations directed at improving inspection of 
and control over imported products and the training of in- 
spection personnel. 
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DEPARTMENT OF AGRICULTURE 

Equitable interest Rates Are Needed for Farmers Home Administration Loans 
(RCED-83-757, 8-12-83) 

Budget Fun&on: Interest: Other Interest (902.0) 
Legislative Authority: Consolidated Farm and Rural Development Act (7 USC. 1921). Housing Act of 1949 (42 U.S.C. 
1471). 7 U.S.C. 1927. 7 U.S.C. 1946. 42 U.S.C. 1490a. 

GAO reviewed the Farmers Home Administration’s (FmHA) 
policies, procedures, and practices for setting and revising 
interest rates on farm, home, and community facility loans. 
Findings/Conclusions: Between June 1981 and March 
1982, FmHA approved about 94,000 housing and farm 
loans whose borrowers will receive subsidies or pay premi- 
ums totaling $112 million over the life of their loans. GAO 
noted that, because subsidies will exceed premiums, FmHA 
program costs on these loans could be increased by as 
much as $94 million. GAO found that FmHA has not 
developed an adequate rate review or decisionmaking proc- 
ess to allow judicious use of its discretionary authority to set 
interest rates on housing and farm loans. Specifically, the 
cutoff point for changing rates was an estimate established 
without analysis. Further, FmHA application of its own 
guidelines has resulted in inconsistencies. GAO stated that 
the lack of criteria resulted in inequitable treatment of bor- 
rowers within the same programs, and it questioned the 
25-year period FmHA uses to set rates on real estate loans 
and the use of the municipal bond rate to set rates on com- 
munity facility loans. 
Recommendations to Agencies: The Secretary of Agricul- 
ture, to provide for changes in farm and home loan pro- 
gram interest rates in a timely, economical, and equitable 
manner, should direct the Administrator, FmHA, to revise 
interest rates monthly, setting new rates at the Treasury 
monthly cost-of-money rate with appropriate adjustments 
for limited-resource farm loans. 
Status: No action initiated. Date action planned not known. 
The Secretary of Agriculture, to facilitate this change with- 
out adversely affecting the FmHA workload, should direct 
the Administrator, Fmf-fA, to implement rate changes by the 

5th work day of each month and require FmHA county su- 
pervisors to determine the maximum rate applicants can 
pay. 
Status: No action initiated. Date action planned not known. 
The Secretary of Agriculture should require the Administra- 
tor, FmHA, before extending FmHA authority, to develop 
specific, quantitative criteria to identify and weigh other fac- 
tors in setting loan program interest rates. 
Status: No action initiated. Date action planned not known. 
The Secretary of Agriculture, to better comply with the re- 
quirements of FmHA authorizing legislation, should direct 
the Administrator, FmHA, to use a 30-year maturity period 
to set interest rates on farm ownership, including limited-re- 
source farm ownership, and single family housing loans. 
Status: No action initiated. Date action planned not known. 
The Secretary of Agriculture, to ensure continued validity of 
the maturity period being used to set interest rates, should 
direct the Administrator, FmHA, to periodically determine 
the actual maturity period of FmHA loans. 
Status: No action initiated. Date action planned not known. 
The Secretary of Agriculture should direct the Administra- 
tor, FmHA, to use a revenue bond index to determine bond 
market rates for the purpose of setting interest rates on 
community facility loans. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

FmHA is making a thorough review of its lending policies 
and procedures to identify the changes needed to estab- 
lish a comprehensive set of policies to control.the estab- 
lishment of equitable interest rates. 
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DEPARTMENT OF COMMERCE 

After Six Years, Legal Obstacles Continue To Restrict Government Use of the Standard Statistical Estab- 
lishment List 
(GGD79-7 7, 5-25-79) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Tax Reform Act of 1976. Privacy Act of 1974. Internal Revenue Code (IRC). 

The Standard Statistical Establishment List (SSEL) main- 
tained by the Bureau of the Census is a computerized file 
of information on 5.5 million U.S. corporations, partner- 
ships, sole proprietorships, and other businesses which 
have employees. 
Findings/Conclusions: The need for a centralized sam- 
pling list of businesses has been recognized since 1937. 
Three attempts to establish such a list have been made, 
and the ‘third, in 1968, has been successful to the extent 
that the SSEL is being used within the Census Bureau. By 
using the SSEL for economic surveys, the Bureau has 
lowered costs and improved the quality of collected data. 
Although the SSEL would greatly benefit the data collec- 
tion by other agencies and increase the efficiency of Fed- 
eral statistical information collection, Census Bureau and 
Income Tax confidentiality laws prevent its use by other a- 
gencies. Since 1972, efforts have been underway to draft 
and submit legislation to Congress to amend the Census 
law and permit other agencies access to the SSEL. How- 
ever, after 6 years, no proposals have been forwarded to 
Congress. 
Recommendations to Congress: Congress should consid- 
er legislation to amend section 6103 of the Internal Reve- 
nue Code of 1954, as amended, and title 13 of the United 
States Code to allow the Census Bureau to provide SSEL 
information to Federal and State cooperative agencies for 
statistical purposes. 
Status: No action initiated. Date action planned not 
k?lOWTl. 

Recommendations to Agencies: The Secretary of Com- 
merce should direct the Census Bureau and the Office of 
Federal Statistical Policy and Standards to improve SSEL 
implementation planning by preparing cost estimates, 
holding technical meetings with future user agencies, ex- 

ploring monitoring options to ensure SSEL confidentiality, 
and collaborating with the Department of Agriculture to 
develop plans For the Farm portion of the SSEL. 
Status: Action completed. 
The Secretary of Commerce should direct the Office of 
Federal Statistical Policy and Standards to establish a 
priority date for submitting to Congress the proposed leg- 
islative changes and should add a provision to this legisla- 
tion requiring consent of a company or establishment if 
information gathered in surveys or other statistical under- 
takings which draw samples from the SSEL is to be used 
in a manner other than specified in the legislative draft. 
Status: Action completed. 

Agency Comments/Action 

Commerce agreed with the general thrust of the recom- 
mendations and submitted draft legislation for sending 
SSEL to OMB for review. As of February 1984, OMB was 
considering the SSEL proposal along with a broader shar- 
ing proposal. Commerce disagreed that a waiver provision 
was needed requiring respondent consent for uses other 
than that specified in legislation. Such uses would be ex- 
pected to be rare, would be evaluated on an individual 
basis, and should be controlled under operating pro- 
cedures developed for using SSEL. Commerce agreed 
and has subsequently: (1) developed cost estimates for 
priority items to be added to the SSEL; (2) held meetings 
with prospective user agencies concerning their use of the 
SSEL, including discussions with Agriculture officials for 
integrating its existing list of farm establishments as a part 
of the SSEL; and (3) prepared draft regulations for the 
use of the SSEL, including confidentiality requirements. 
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DEPARTMENTOFCOMMERCE 
A $4 Billion Census in 7980: Timely Decisions on Alternatives to 1980 Procedures Can Save Millions 
(GGD-82-13, 2-22-82) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Privacy Act of 1974 (5 USC. 55a(n)). Census Act. U.S. Const. art. I, $2, cl. 2. 13 USC. 141. 13 U.S.C. 
221. 31 U.S.C. 412. 39 U.S.C. 411. 

To aid Congress and the Census Bureau in planning for the 
next census, GAO reviewed portions of the 1980 census 
program concerning mailing list development, followup on 
nonrespondents, and activities to reduce the number of 
persons missed. 
Findings/Conclusions: Census results are extremely impor- 
tant to the Nation because they determine the apportion- 
ment of representation and affect the distribution of billions 
of Federal dollars annually. By changing current census 
procedures, millions could be saved in conducting the 
1990 census. Attempting to get a complete count is a costly 
and complex process. GAO believes that the value of indi- 
vidual procedures in reducing the undercount should be re- 
viewed and efforts made to control their costs while main- 
taining reasonable accuracy. Compiling a nabonal mailing 
list prior to census day is critical to ensure as complete a 
count as possible. However, the cost of compiling mailing 
lists can be reduced by obtaining addresses directly from 
the Postal Service. Increasing the time between mailout 
and start of followup operations could alleviate wasteful fol- 
lowup practices. Programs aimed at reducing the under- 
count, namely the vacancy check program and the records 
check program, were the least cost-effective operations 
conducted during a census. 
Recommendations to Congress: Congress should enact 
legislation, if the Secretary of Commerce decides to pur- 
chase address information for the 1990 census from the 
Postal Service, that: (1) specifically authorizes the Postal 
Setice to provide the Census Bureau address information; 
and (2) protects the confidentiality of address information 
provided to the Census Bureau by the Postal Service. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of Com- 
merce should, in cooperation with the Postmaster General, 
comprehensively evaluate alternatives for developing ad- 
dress data for the 1990 census. 
Status: Action in process. 
The Secretary of Commerce should test the feasibility of us- 
ing mail reminder cards and followup mailings. If one or 
both of the techniques prove to be adequate to meet the 
Department’s needs, they should be used as alternatives to 
reduce the need for personal visit interviews for the 1990 
census. 
Status: Action in process. 
The Secretary of Commerce should extend the time be- 
tween census day and the start of followup operations to al- 
low field staffs enough time to sort out duplicate and inap- 
propriately mailed questionnaires and to allow them time to 
check in late mail returns. 
Status: Action in process. 
The Secretary of Commerce should evaluate the feasibility 
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of increased use of imputation, where legally permissible, as 
a method for developing census information on difficult- 
to-enumerate households. 
Status: Action in process. 
The Secretary of Commerce should evaluate the cost and 
effectiveness of 1980 census coverage improvement pro- 
grams to determine if they should be used in the 1990 
census. When practical, the evaluation should: (1) identify 
the cost and result of each 1980 coverage improvement 
program for various geographical areas and target groups; 
(2) test the sensitivity of program costs and results to 
changes in the assumptions upon which the programs are 
based, such as increasing and decreasing the levels of pro- 
gram activity on target groups and in geographic areas: and 
(3) express 1990 estimates of cost and results for coverage 
improvement programs in ranges of values by target 
groups and geographic areas rather than just a single na- 
tional value. 
Status: Action in process. 
The Secretary of Commerce should evaluate coverage im- 
provement programs used in future censuses by compiling 
aggregate cost and results data on the operations. The data 
to be gathered should track the results of coverage im- 
provement programs at the State and sub-State levels, also 
by target groups. 
Status: No action initiated. Affected parties intend to act. 
The Secretary of Commerce should, by 1984: (1) have the 
Census Bureau conduct pilot tests to develop better cost 
and effectiveness information on updating the 1980 mailing 
lists and for purchasing lists from the Postal Service to 
ascertain the quality and cost of mailing lists produced by 
these alternatives; and (2) compare the results of the pilot 
tests with comparable information compiled on the 1980 
census and any other alternative the Census Bureau may 
identify and, after considering the quality and cost of the 
mailing lists produced, select the best method. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with the message of the report and ac- 
cepted all but two of the recommendations. It established 
“cost reduction” as a major objective for the 1990 census 
and made changes to its 1990 census plans, as recom- 
mended by GAO, to develop more cost-effective individual 
census programs and methods to minimize the cost of the 
1990 census. For the recommendations rejected, the agen- 
cy plans other alternatives to resolve the problems identi- 
fied. It is awaiting the outcome of a court case before taking 
action on one other recommendation as suggested. An ac- 
complishment report has been prepared to recognize the 



management improvements already made (A-GGD-82-32, 
May 19, 1982). The agency set milestones, that tie into 
the time for planning the 1990 census, to complete action 
on the GAO recommendations. Congress enacted legisla- 
tion (P.L. 98-166) which provided that the Postal Service 
may furnish lists of names and addresses to the Secretary 
of Commerce during fiscal year 1984 to assist the Census 
Bureau in improving its address list methodology. A 
specific provision was incorporated in the legislation to 
help ensure confidentiality of the lists provided. As a result 
of this legislative action, the Census Bureau is conducting 
tests to evaluate the usefulness of the Postal Service’s 
lists. 



DEPARTMENT OF COMMERCE 

The Census Bureau Needs lo Plan Now for a More Automated 7990 Decennial Census 
(GGD-83-70, l-77-83) 

Budget Function: General Government: Other General Government (806.0) 
Legkative Authority: OMB Circular A-l 09. 

In response to a congressional request, GAO reviewed the 
1980 census data processing procedures to identify the 
reasons for the time needed by the Bureau of the Census to 
publish the data and to determine whether changes in pro- 
cedures and equipment could reduce the time and cost in- 
volved. 
Findings/Conclusions: Processing 88 million question- 
naires which contain 3 billion items of data on the Nation’s 
population and housing is an enormous task: because of 
the large volume of data, the desire for accuracy, and a 
great reliance on manual procedures, the Bureau expects to 
take 3.5 years to process the data. The time required to per- 
form clerical operations contributed to a l-year slip in the 
publishing schedule. Other problems included: the un- 
derestimation of housing units, uncertain funding, data er- 
rors, and the need to update boundaries. Since the early 
1970’s, when planning started for the 1980 census, the au- 

tomatic data processing (ADP) industry has made major 
technical advances which could provide the Bureau with the 
opportunity to automate much of the manual processing 
and lower future census processing time and costs. GAO 
stated that although the Bureau has expressed an interest in 
increased automation, its initial planning efforts for the 
1990 census need better coordination and development 
coupled with a provision for the amount of time required to 
acquire and test new equipment. 
Recommendations to Agencies: The Secretary of Com- 
merce should require the Director, Bureau of the Census, to 
develop a 1990 census plan that includes decision points 
for evaluating the acquisition, testing, and installation of 

ADP equipment that are based on past times for planning 
the 1980 census and acquiring new ADP equipment. The 
plan should provide for: (1) an analysis of alternative data 
processing systems that meet census needs and identify 
the total cost to perform the task including acquisition, 
maintenance, and personnel; (2) the possibility of redesign- 
ing the 1980 census questionnaire to eliminate or reduce 
responses requiring manual coding; (3) an estimate of the 
expected time to release 1990 census data based on data 
processing improvements; (4) clearly defining the responsi- 
bilities of the organizational units working on Census 
Bureau ADP modernization and identify how their activities 
will be integrated with 1990 census planning; (5) a budget 
for implementing the plan with initial funding requested rn 
the Census Bureau’s fiscal year 1984 budget submission to 
Congress; and (6) internal periodic reports to assess the 
progress of the plan and identify any revisions needed. 
Status: Action in process. 

Agency Comments/Action 

The Census Bureau has established a 1990 planning com- 
mittee for automation. It has contracted with a consultant to 
document the 1980 census automation procedures and to 
recommend options for 1990. It has initiated work on test- 
ing and researching automated systems and designated a 
coordinator for automation in the decennial census divi- 
sion. It plans to issue quarterly progress reports on the plan- 
ning and research activities related to the automation of the 
1990 census. 
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DEPARTMENT OF COMMERCE 

Federal Efforts Regarding Automated Manufacturing Need Stronger Leadership 
(AFMD-83-68, 5-26-83) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Stevenson-Wydler Technology Innovation Act of 1980 (P.L. 96-480). 

GAO determined how Federal efforts collectively influence 
the adoption of automated manufacturing technologies 
and whether any changes in overall Federal involvement 
or leadership are indicated. 

Findings/Conclusions: GAO found that the Government is 
taking an uncoordinated approach in its acbvlties and pol- 
icy decisions that can facilitate or impede private sector a- 
doption of automated manufacturing. GAO believes that, 
to improve the effectiveness of Federal automated 
manufacturing efforts and to keep pace with other coun- 
tries adopting such technologies. more focused leadership 
is needed. The Department of Commerce should take on 
a leadershlp role to bring together interested parties and 
ensure that Federal efforts to encourage automated 
manufacturing are rational and cost effective. 

Commerce should work with affected agencies and indus- 
tries to develop an appropriate Federal mechanism for: 
(1) planning, assessing, and coordinating Federal efforts 
related to automated manufacturing; (2) evaluating the 
impact of these Federal efforts; (3) identifying research 
gaps; and (4) maintaining a continuing dialog with affect- 
ed parties in both the public and private sectors. 
Status: Action in process. 

Recommendations to Agencies: The Department of Com- 
merce should assume leadership in guiding Federal ef- 
forts related to automated manufacturing. Specifically, 

Agency Comments/Action 

By letter of December 16, 1983, the Department of Com- 
merce accepted the GAO recommendations within certain 
constraints. In the spirit of the report and recommenda- 
tions, Commerce has completed a preliminary competitive 
assessment of the flexible manufacturing industry, and 
plans to make full assessments in Fy 1984. Some assess- 
ments are anticipated under the Commerce Industrial 
Technology Partnerships Program. 
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DEPARTMENT OF COMMERCE 

Cost Recovery Practices lnconsisfent With Government Policy 
(GGD-83-67, 7-27-83) 

Budget Function: General Science, Space, and Technology (250.0) 
Legiklve Authority: OMB Circular A-25. 31 U.S.C. 970<- 

GAO conducted a review to assess the economy and effi- 
ciency of the Environmental Data and Information Service 
(EDIS) of the National Oceanic and Atmospheric Adminis- 
tration. Although EDIS merged in December 1982 with the 
National Environmental Satellite Service to become the Na- 
tional Environmental Satellite Data and Information Service, 
GAO stated that this merger did not affect the thrust of its 
report. 
Findings/Conclusions: The problems found by GAO involve 
the sale and exchange of environmental data and publica- 
tions at the three EDIS data centers. GAO found that EDIS 
cost recovety and user-charge practices are inconsistent 
with Government policy and that these practices have 
resulted in both overcharges and undercharges. Specifical- 
ly, EDIS needs to establish management controls to ensure 
that existing pricing policies are followed in determining the 
costs on which prices are based, applied uniformly and 
consistently across EDIS, and observed in decisions regard- 
ing the provision of free data. 
Recommendations to Agencies: The Secretary of Com- 
merce should direct EDIS to establish operating instruc- 
tions to include a requirement to establish standard meth- 
ods for determining what costs will be included to compute 
prices for services in accordance with existing legal and reg- 
ulatory requirements. 
Status: Action in process. 
The Secretary of Commerce should direct EDIS to establish 
operations instructions to include a requirement to prohibit 
agency personnel other than those specifically designated 
from providing data free or in exchange. 
Status: Action in process. 
The Secretray of Commerce should direct EDIS to establish 
operating instructions to include a requirement to establish 
agencywide prices for items used at all data centers includ- 
ing staff time charges, postage charges, foreign-check 
processing charges, and standard media charges. 
Status: Action in process. 
The Secretary of Commerce should direct EDIS to establish 
operating instructions to include a requirement to establish 

the specific conditions under which data will be exchanged, 
identify the management level at which these decisions will 
be made, and maintain documentation to demonstrate that 
a reasonable exchange of information had taken place 
when data are received as an alternative to cost recovery. 
Status: Action in process. 
The Secretary of Commerce should direct EDIS to establish 
operating instructions to include a requirement to establish 
the conditions under which data will be provided free, iden- 
tify the management level at which these decisions will be 
made, and require written justification which specifically 
identifies the public interest served. 
Status: Action in process. 
The Secretary of Commerce should direct EDIS to establish 
and disseminate operating instructions consistent with 
Commerce policies regarding user charges and cost 
recovery and to ensure that a plan for monitoring data cen- 
ter practices is developed and implemented. 
Status: Action in process. 

Agency Comments/Action 

The Environmental Data and Information Service (EDIS) 
established a Cost Recovery Practices Task Force to pro- 
vide the specificity needed by its data centers in pricing their 
products and services. Specifically, the task force was 
charged with: (1) developing and implementing a plan for 
monitoring data center user charges and cost recovery 
practices; (2) establishing and disseminating operating in- 
structions consistent with Department of Commerce poli- 
cies on user charges and cost recovery; and (3) reviewing 
the application of Commerce guidelines on the distribution 
of free data. EDIS will also be monitoring the implementa- 
tion of the standard procedures to be developed for deter- 
mining the costs to be included in computing prices for 
data center services and products. Further, EDIS data cen- 
ter directors will be designated the responsible individuals 
for approving the provision of data free or in exchange. 
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DEPARTMENT OF COMMERCE 

NATIONAL TECHNICAL INFORMATION SERVICE 

Proposed Nalional Technical Information Service Revolving Fund 
(RED-83-21 8, 8-25-83) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: H.R. 2514 (98th Cong.). S. 808 (98th Cong.). 15 U.S.C. 1151 et seq. 

In response to a congressional request, GAO examined se- 
lected activities and functions of the Department of 
Commerce’s National Technical Information Service (NTIS) 
clearinghouse, focusing on the need to establish a new re- 
volving fund as proposed by companion bills H.R. 2514 and 
S. 808. The current NTIS special fund facilitates payments 
to cover mos? operating costs associated with its informa- 
tion clearinghouse functions and acquiring inventory and 
equipment. 
Findings/Conclusions: The proposed legislation would es- 
tablish a revolving fund to permit NTIS to recover all clear- 
inghouse costs, retain net earnings, and purchase equip- 
ment and inventory from the fund. GAO believes that, 
although the revolving fund would not substantially change 
clearinghouse operations and procedures, it could be an 

appropriate funding mechanism to finance clearinghouse 
operations. However, stricter controls would be needed on 
the fund because the proposed legislation does not provide 
for congressional oversight. 
Recommendations to Congress: H.R. 2514 and S. 808 
should be amended to increase congressional oversight 
over clearinghouse operations. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

Although not required to respond to the recommendation 
to Congress, the agency did endorse the recommendation 
in a letter to the House Committee on Energy and Com- 
merce on November 7, 1983. 
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DEPARTMENT OF EDUCATION 

Use of Program Income by Evaluation, Dissemination, and Assessment Centers Supported by OBEMLA 
(HRD-82-63, 4-14-82) 

Budget Function: Education, Training, Employment, and Social Services: Elementary, Secondary, and Vocational Educa- 
tion (501.0) 
Legislative Authority: Bilingual Education Act. 34 C.F.R. 74. OMB Circular A-l 10. 

GAO reviewed the use of income accrued by three Evalua- 
tion, Dissemination, and Assessment Centers established 
through Department of Education grants and supported by 
Education’s Office of Bilingual Education and Minority Lan- 
guages Affairs. The purpose of these centers is to assess, 
evaluate, and disseminate instructional materials for use in 
bilingual education. The objectives of the review were to: (1) 
determine whether the centers used program income ac- 
cording to Federal requirements; and (2) assess whether 
Education adequately monitored program income. 
Findings/Conclusions: Education’s monitoring of program 
income was lax. Centers have accumulated and retained 
large year-end balances of program income funds, and 
Education has not issued adequate rules or directives 
governing such funds. Centers have used program income 
to purchase equipment, and there is a serious question as 
to whether Education can transfer such equipment to 
succeeding grantees as can be done with equipment pur- 
chased with grant funds. Centers have also spent program 
income for purposes which may be inconsistent with the in- 
tent of the grant. 
Recommendations to Agencies: The Secretary of Education 
should determine the total program income balances that 
the centers should have returned to Education, require 
centers to return such balances and, in the future, require 
the prompt return of any unobligated program income 
when completing a grant period, or offset such balances, 
against succeeding grants. 
Status: Action in process. 
The Secretary of Education should enforce administrative 
requirements that applicants include program income data 

in the financial status reports that they submit to Education. 
Status: Action completed. 

The Secretary of Education should require applicants to in- 
clude, in the budgets that accompany their applications, the 
total program income they expect to receive and how they 
plan to use the income. 
Status: Action completed. 
The Secretary of Education should establish a Federal 
prerogative similar to that which exists for equipment pur- 
chased with grant funds. This would allow Education to 
transfer equipment purchased with program income funds 
to a third party upon termination of the grant or when no 
longer used for the grant purpose. 
Status: Action in process. 
The Secretary of Education should issue directives to clarify 
the appropriate use of program income funds and monitor 
the uses made of such Funds. 
Status: Action completed. 

Agency Comments/Action 

The Department of Education responded on June 29, 
1982, in accordance with the requirements of OMB Circular 
A-50. It is in the process of reviewing its regulations and in- 
structions to grantees regarding program income. The 
results of the reassessment of its policies dealing with pro- 
gram income will determine the specific actions needed to 
be taken to address most of the GAO recommendations in 
this report 
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DEPARTMENTOFEDUCATION 
Adverse Opinion on the Financial Statements of the Student Loan Insurance Fund for FY 7980 
(AFMD-82-52, 7-8-82) 

Budget Function: Education, Training, Employment, and Social Services: Higher Education (502.0) 
Legislative authority: Higher Education Act of 1965 (20 USC. 1071). 20 USC. 1082(b)(2). 

As required by the enabling legislation of the Guaranteed 
Student Loan Program, GAO reported to Congress its o- 
pinion on the Student Loan Insurance Fund’s financial 
statements for the fiscal year (FY) ended September 30, 
1980. 
Findings/Conclusions: Since the Fund’s inception, serious 
accounting and reporting problems have resulted from 
inadequate internal controls and noncompliance with gen- 
erally accepted accounting principles. Although GAO has 
regularly reported these problems since 1969, Fund man- 
agement has done little to correct them. In the opinion of 
GAO, the Fund’s financial statements do not fairly present 
its financial position at September 30, 1980, or the results 
of its operations and the changes in its financial position 
for FY 1980. This adverse opinion was necessary be- 
cause: (1) control account balances, representing 64 per- 
cent of the Fund’s assets, could not be reconciled with 
computerized subsidiary records; (2) procedures have not 
been developed for several accounts, resulting in material 
misstatements; (3) cash transactions were not recorded in 
the correct FY; (4) canceled checks totaling $14 million 
were added to the Fund’s cash balance without determin- 
ing whether they had been recorded when initially issued; 
(5) supervisory reviews and other verification procedures 
were frequently ineffective; and (6) the uncollectible por- 
tion of insurance premiums receivable was not recorded. 
flscommendations to Agencies: The Secretary of Educa- 
tion should delegate all accounting, recordkeeping, and fi- 
nancial statement preparation responsibilities to the Office 
of Student Financial Assistance. 
Status: Recommendation no longer valid/action not in- 
tended. The agency agrees with the problem statement 
but not with the recommendation. It does not intend to 
implement the recommendation and is pursuing other 
means of correction. For example, it plans to imple- 
ment procedures to Improve document control, more 

c/early define organizational responsibilities, and up- 
grade accounting controls in general with emphasis on 
payment and collection transactions. 
The Secretary of Education should direct the Office of 
Student Financial Assistance to: (1) prepare appropriate 
written accounting procedures; (2) record all cash trans- 
actions promptly; (3) analyze the Fund’s collection experi- 
ence and establish an allowance for loss rates which are 
based on this experience; (4) properly train and supervise 
accounting personnel; and (5) consistently verify manual 
computations when necessary to ensure the integrity of 
files and processing. 
Status: Action in process. 

Agency Comments/Action 

The Department of Education does not agree with the 
recommendation to delegate all accounting, recordkeep- 
ing, and financial statement preparation responsibilities to 
the Office of Student Financial Assistance. It is, however, 
pursuing other ways of correcting the problems cited which 
led to that recommendation. The Department has also ini- 
tiated action to correct problems cited in other recommen- 
dations. Most of the problems, except for establishing an ai- 
lowance for loss rates based on actual experience, have re- 
portedly been corrected. Procedures for recognizing and 
establishing an allowance are being developed. Many of the 
corrective actions focus on improving manual interface and 
accounting controls through the development of a pro- 
cedure manual which describes organizational functions, 
responsibilities, and processes. This will be followed by im- 
proving ADP controls through initiation of a redesign of the 
administrative support system using life-cycle concepts. 
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DEPARTMENT OF EDUCATION 

Improved Administration of the Vocational Rehabilitation Program Would Provide More Effective Utilization of 
Program Funds 
(HRD-82-95, 9-22-82) 

Budget Function: Education, Training, Employment, and Social Services: Social Services (506.0) 
Legislative Authority: Rehabilitation Act of 1973 (29 U.S.C. 701). 41 Stat. 735. 

GAO reviewed certain activities of the Rehabilitation Serv- 
ices Administration (RSA) in five States to determine: (1) the 
extent to which State rehabilitation agencies are adhering to 
the eligibility requirements for accepting applicants into the 
program; and (2) the reliability of program statistics as 
measures of program performance and success in achiev- 
ing the goals established in the Rehabilitation Act of 1973. 
Findings/Conclusions: The review showed that there is an 
opportunity to maximize the utilization of funds made avaii- 
able for the program, as mandated by the Act., through: (1) 
providing rehabilitation services only to individuals who 
have substantial handicaps to employment and who can 
reasonabiy be expected to become gainfuiiy employed, and 
(2) seeking other sources for funding the cost of any post- 
secondary educational training provided to individuals as a 
part of their rehabilitation services. The review also showed 
that st&istics reported by State and local agencies on the 
number of individuals successfully rehabilitated as a result 
of the services provided under the program were exaggerat- 
ed. 

Recommendations to Agencies: The Secretary of Education 
should direct the Commissioner of RSA to emphasize to ail 
State rehabilitation agencies the need to apply the pro- 
gram’s eligibility criteria more stringentiy to avoid accepting 

cases where: (1) there is no reasonable expectation that the 
program would assist the indiidual in obtaining gainful em- 
ployment and (2) the individual does not have a handicap 
to employment Also, the Secretary should direct the Com- 
missioner to assure that each State rehabilitation agency is 
giving full consideration to obtaining grant assistance from 
other sources to pay for postsecondary education services. 
The Secretary should also direct the Commissioner to re- 
quire State rehabilitation agencies to adhere to the criteria 
for closing cases as successfuiiy rehabilitated. 
Status: Action in process. 

Agency Comments/Action 

The agency concurred with all of the recommendations. 
The Commissioner of RSA has agreed to provide State 
agencies with the technical assistance needed to ensure 
correct use of eligibility criteria. RSA has agreed to establish 
followup procedures to ensure maximum utilization of grant 

assistance from other sources for education services. The 
Commissioner advised that State agencies will be directed 
to adhere to criteria for closing cases as successfully reha- 
bilitated. 
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DEPARTMENTOFEDUCATION 
Controls Over Foreign Students in U.S. Postsecondary Institutions Are Still heffective 
(HRD-83-27, 3-70-83) 

Budget Function: Education, Training, Employment, and Social Services: Higher Education (502.0) 
Legislative Authority: Immigration and Nationality Act (8 USC. 1101). P.L. 97-116. S. 2222 (97th Cong.). H.R. 7357 (97th 
Cong.). 8 U.S.C. 1324(a)(4). 18 U.S.C. 371. 18 U.S.C. 1001. 18 U.S.C. 1341. 

In response to a congressional request, GAO reviewed the 
recruitment of foreign students by U.S. colleges and univer- 
sities and the controls over foreign students in the United 
States. GAO work focused on determining the current situ- 
ation regarding foreign students, efforts made to resolve 
problems previously identified by GAO, and the status of 
criminal investigations now underway. 
Findings/Conclusions: GAO found that the number of for- 
eign students in the United States is increasing, and Iran 
continues to be the leading source of these students. 
Seventy institutions accounted for more than one-third of 
the foreign students in this country, although more than 
2,700 schools reported that they had foreign students in 
1980-81. It is estimated that the cost of foreign student edu- 
cation is about $2.5 billion a year. While problems in con- 
trols over foreign students noted in previous GAO reports 
continue to exist, legislation will be introduced and regula- 
tions have been proposed that are aimed at their solution. 
Legislation will be introduced that would require students to 
return home for 2 years before becoming eligible for immi- 
gration. Also, regulations have been proposed to strengthen 
controls over foreign students by the schools and the Immi- 
gration and Naturalization Service (INS). INS is developing a 
new data base on foreign students and approved schools 

that will enable it to better identify and monitor foreign stu- 
dent activity in this country. Criminal investigations are be- 
ing conducted concerning illegal activities in c”onnection 
with recruiting foreign students by postsecondaty schools 
and foreign students illegally obtaining federally supported 
financial aid. In addition, regulations are being designed to 
prevent future recruiting abuses. Indictments have been 
made and are anticipated as a result of these investigations. 
Recommendations to Agencies: The Secretaty of Education 
should review the information disclosed by the investiga- 
tions now being conducted by the Alien Student Loan and 
Grant Fraud Project. If this review shows that the problem of 
foreign students fraudulently receiving Federal financial aid 
is widespread, the Secretary should require each applicant 
for student aid to submit proof of citizenship or residency to 
the institution in which he or she is enrolled. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 
The Department of Education basically agreed with the 
GAO recommendations. It advised GAO that appropriate 
actions will be taken if, upon completion of current investi- 
gations, it is found that the problem of foreign students re- 
ceiving Federal assistance is widespread. 
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BEBMTmNT OF EDUCATION 

RevlewTf the Upward Bound Program 
(HRD-83-19, 3-18-83) 

Budget Function: Education, Training, Employment, and Social Services: Higher Education (502.0) 
Legktlve Authority: Higher Educat& Act of 1965. 

GAO was requested to review the Department of 
Education’s Special Programs for Students from Disadvan- 
taged Backgrounds. As part of that review, GAO evaluated 
the administration of the Upward Bound Program. 

Findings/Conclusions: GAO found that, although Upward 
Bound has been in operation since 1965, it is unclear 
whether the program is achieving its intended purpose. At 
the 12 Upward Bound projects visited, about 50 percent of 
the participants who entered the program dropped out be- 
fore graduating from high school. Ten of the 12 projects ei- 
ther did not properly measure the academic improvements 
made in the remaining participants’ skill levels or did not 
adequately report to Education the academic skills ob- 
tained. In addition, the projects generally did not assess the 
postsecondary performance of participants. Because of the 
lack of data on academic skills and postsecondary perform- 
ance, neither Education nor the projects know whether all 
of the program’s goals are being achieved. 

Rscommendatlons to Agencies: The Secretary of Education 
should consider project dropout rates, the changes in part)- 
cipants’ academic skills levels, and participants’ postsecon- 
dary success when awarding new Upward Bound grants. 
Status: No action initiated. Affected parties intend to act. 
The Secretary of Education should require Upward Bound 
projects to measure the academic growth of participants 
and to report such growth to Education. 
SFaFus: Action in process. 
The Secretary of Education should develop a system to ob- 
tain accurate data on participants’ postsecondary success. 
SFaFus: Action in process. 

Agency Comments/Action 

The Department of Education is developing a reporting for- 
mat which would permit projects to submit information on 
academic achievement and participants’ postsecondary 
success. 
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BEPARTMENTOFENERGY 

Uncertain Quality, Energy Savings, and Future Production Hamper the Weatherization Program 
(EMD-82-2, 1 O-26-81) 

Budget Function: Energy: Energy Conservation (272.0) 
Legislative Authority: Energy Conservation and Production Act (P.L. 94-385). Comprehensive Employment and Train- 
ing Act of 1973. Energy Security Act (P.L. 96-294). OMB Circular A-102. 

GAO reviewed the need to improve the administration and 
effectiveness of the Department of Energy’s (DOE) low-in- 
come weatherization assistance program. This program 

uses Federal funds to help low-income people improve 
the energy efficiency of their homes. GAO considered the 
program’s effectiveness, energy savings, financial controls, 
and compliance monitoring. 
Findings/Conclusions: The number of homes weatherized 
by the program has substantially increased since the last 
GAO review. However, at the current level of funding, it is 
unlikely that DOE can maintain the present level of pro- 
duction beyond 1981. Program effectiveness has been 
hampered by: (1) continued overstatement of the number 
of homes weather&d; (2) incomplete or inadequate 
weatherization of homes; and (3) a low emphasis on rent- 
al units, where over half of the low-income population re- 
sides. Further, the energy efficiency of many homes 
served by the program may not have been improved very 
much because the weatherization work in many homes 
GAO inspected was incomplete or inadequate. The extent 
to which the weatherization program is actually reducing 
energy costs and consumption in low-income homes still 
is not known by DOE or the States. DOE recently com- 
pleted a study of energy savings, but the reliability of the 
study is questionable because of sampling and data prob- 
lems. Deficiencies in the financial management and moni- 
toring systems continue to exist at all levels. Many of the 
local agency systems did not meet Federal requirements, 
and most of the State offices did not have financial man- 
agement and monitoring systems which could be relied 
on for identifying and correcting accounting, inventory, 
and financial status reporting problems at local agencies. 

Recommendations to Agencies: The Secretary of Energy 
should revise the progress reporting system to ensure that 

DOE regional operations offices and the States take ade- 
quate action to require accurate recordkeeping and re- 
porting by local agencies. 
Status: Action completed. 

The Secretary of Energy should require that an adequate 
inspection of weatherized units be made by the local ad- 
ministering agency before the units are reported as com- 
pleted. 
Status: Action in process. 

The Secretaly of Energy should obtain statistically valid 
data to determine the energy savings resulting from the 
weatherization program. 
Status: Action in process. 

The Secretaty of Energy should instruct DOE operations 
offices to periodically assess State weatherization pro- 
grams for adequacy of State monitoring and accuracy of 
program reports. 
Status: Action completed. 

Agency Comments/Action 

DOE concurred with all recommendations and stated that 
it had taken several actions including: (1) issuing clarifying 
instructions to its reporting procedures to obtain more ac- 
curate data; (2) requiring States to use DOE technical as- 
sistance and training funds to ensure adequate monitor- 
ing of the program; (3) funding an evaluation project to 
provide statistically valid energy saving data; and (4) pro- 
viding minimum monitoring guidance to DOE operations 
offices. 
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DOE F&N?& New Energy Technologies Wthorst Estimating Potential Net Energy llields 
(IPE-82-1, 7-26-82) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Nonnuclear Energy Research and Development Act of 1974 (P.L. 93-577). Energy Security Act (P.L. 
961294). 

The Department of Energy (DOE) has questioned the feasi- 
bility and utility of using the net energy analysis method of 
determining the energy yield and efficiency produced by 
newly introduced technology as required by Public Laws 
93-577 and 96-294. GAO examined the net energy concept 
to determine its methodological feasibility and cost effec- 
tiveness in DOE evaluations of programs which are eligible 
to receive energy funding. 
Findings/Conclusions: DOE has not performed or used the 
net energy analysis method as required under the statutes. 
Future financial support of new energy technology is 
presently uncertain because it is not yet clear which, if any, 
Federal entities will carry out future responsibilities for re- 
search, development, and demonstration activities and un- 
der which authority the support will be provided. GAO found 
that, if DOE used the net energy method, its policymakers 
would have a better basis for minimizing total energy use, 
conserving domestic energy resources, and reducing the 
amount of premium fuel that has to be imported. The net 
energy method would measure physical energy flows and 
identify the types and amounts of energy consumed in the 
production of energy. However, by failing to use this 
method, a new technology may be funded because it ap- 
pears economically attractive, even though its net energy 
yield has not been adequately estimated and may be un- 
favorable. GAO found no evidence that the net energy 
method has been considered in the DOE proposal evalua- 
tion process or that it has been performed in a manner re- 
sponsive to statutory requirements. GAO concluded that 
the net energy analysis method is a useful tool for poli- 
cymakers, because it helps them maximize effective energy 
use and conserve domestic energy resources in the pro- 
duction of new energy products. GAO believes that the ar- 
guments which have been advanced by DOE officials 
against the performance or use of the method do not hold 
up: the impediments to compliance have been or can be 
overcome. 
Recommendations to Congress: Congress should require 
DOE, or succeeding entities, to demonstrate during over- 
sight and appropriations hearings that the potential ability of 

proposed energy technologies to produce net rather than 
gross premium fuels and energy at their commercial stage 
was analyzed and considered before DOE funded the devel- 
opment of those technologies. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of DOE 
should issue directives necessary for ensuring that similar 
or comparable cost-estimating methods, based on accept- 
able levels of engineering effort, are used in developing pro- 
posal documents and that their results are tested for validity. 
Sfatus: No action initiated. Date action planned not known. 
The Secretary of DOE should issue directives necessary for 
obtaining uniform data on the cost, performance parame- 
ter, energy, materials inputs, and final products and by- 
products of energy facilities in proposal documents, along 
with their associated quantitative uncertainties. 
Status: No action initiated. Date action planned not known. 
The Secretary of DOE should issue directives necessary for 
developing the additional data base for the analysis of in- 
direct energy flows. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

On September 30, 1982, DOE sent its agency response to 
the Director of the Energy and Minerals Division. The 
response outlined the agency’s objections to the findings 
and recommendations of this report. In that letter, DOE 
maintained that continuing theoretical and methodological 
controversies have made it impossible for the agency to use 
net energy analysis as mandated by Congress in Public 
Laws 93-577 and 96-294. DOE has taken no satisfactory 
corrective action in response to any of the report’s recom- 
mendations. Further, DOE stated in its September 30 letter 
that no additional effort is indicated for the development 
and application of net energy analysis to be used in evaluat- 
ing the overall value of new energy technologies which are 
soliciting Federal funding support. 
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DEPAKWENT OF ENERGY 

Obstacles to U.S. Ability To Control and Track Weapons-Grade Uranium Supplied Abroad 
(D-82-27, 8-2-82) 

Budget Function: lntemational Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Atomic Energy Act of 1954 (42 USC. 2011). Nuclear Nonproliferation Act of 1978 (P.L. 95-242; 92 -_ 
stat. 120). 

Pursuant to a congressional request, GAO reviewed the a- 
bility of the United States to control and account for highly 
enriched, weapons-grade uranium supplied abroad. This 
report focuses on U.S. administrative controls, physical 
security reviews, international safeguards and the U.S. abili- 
ty to keep track of extorts of highly enriched uranium. Also 
addressed were U.S. efforts to develop a non-weapons- 
grade uranium fuel to be Esed as a substitute for highly en- 
riched uranium. 
Findings/Conclusions: The central computer system cur- 
rently used by the Department of Energy (DOE) to track all 
U.S. highly enriched uranium exports to foreign countries is 
incomplete and inaccurate. Although DOE has been work- 
ing to improve the information in the system, it has not 
used some readily available internal data. GAO believes that 
efforts to streamline and consolidate needed information 
are warranted. The United States attempts to regulate the 
exports of highly enriched uranium fuels with: (1) agree- 
ments for cooperation, (2) export licenses, and (3) subse- 
quent arrangements made with other countries. To mini- 
mize the risks of having weapons-grade material accumu- 
late abroad, DOE has the authority to accept returns of 
spent highly enriched uranium of U.S. origin from other na- 
tions. However, several factors relating to charges and ship- 
ping costs may be discouraging some nations from return- 
ing such fuel. The U.S. Government has become increas- 
ingly concerned with the physical security of highly en- 
riched uranium due to the increase in terrorism. Current 
methods of conducting physical security reviews within na- 
tions receiving U.S. highly enriched uranium are inadequate 
due to the limitations placed on such reviews by foreign 
governments. However, officials stated that there is a grow- 
ing effort to establish some universal safety standards. 
Nonproliferation efforts have centered around minimizing 
the use of highly enriched uranium by using a lower grade. 
GAO stated that a number of obstacles will have to be over- 
come if such a conversion is to occur. 

Recommendations to Agencies: The Secretary of Energy 
should, as part of the review process relating to the exten- 
sion and possible expansion of the authoriv to accept spent 
research reactor fuel, determine the principal reasons why 
only a small percentage of spent, highly enriched uranium 
has been returned in the past and adequately address the 
disincentives to some countries in returning such spent 
fuel. 
Status: Action in process. 
The Secretary of Energy should, in conjunction with the 
Chairman of the Nuclear Regulatory Commission, stream- 
line and consolidate the information maintained on highly 
enriched uranium supplied abroad into a more accurate, 
comprehensive, and flexible system which meets the needs 
of the intended users in the most economical and efficient 
manner. 
Status: Action completed. 
The Secretary of Energy should direct that information 
from other readily available sources be used to verify and 
reconcile the data on highly enriched uranium exports 
within the system. 
Status: Action completed. 

Agency Comments/Action 

DOE is presently considering possible ways to increase the 
accuracy and utility of the systems which maintain informa- 
tion on highly enriched uranium supplied abroad to meet 
the needs of intended users. DOE agreed that there may be 
a number of disincentives to countries to return to the Unit- 
ed States highly enriched uranium of U.S. origin. To deter- 
mine why a limited amount has been returned, DOE will 
survey individual countries’ perceived disincentives. After 
the survey and analysis, DOE will consider what policy 
changes, if any, are possible for enhancing the timely return 
of U.S.-origin highly enriched uranium. 
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DEPARTMENTOFENERGY 
Major Financial Management lmprovemenh Needed at Department of Energy 
(OCG-82-7, 9-75-82) 

Budget Function: Financial Management and information Systems: Accounting Systems in Operation (998.1) 
Leglslative Authority: Department of Energy Organization Act (P.L. 95-91). Federal Managers’ Financial integrity Act of 
1982 (P.L. 97-255). Antideficiency Act (31 U.S.C. 665). Prompt Payment Act (P.L. 97-l 77). Intergovernmental Cooperation 
Act of 1968 (42 USC. 4213). OMB Circular A-123. OMB Circular A-73. OMB Circular A-34. OMB Circular A-102. OMB 
Circular A-l 10. 7 GAO 17.3.7 GAO 25.6.7 GAO 11.7 GAO 12.2.2 GAO 12.5. 7 GAO 24.2. DOE Order 1000.3. DOE Or- 
der 2300.1. DOE Property Management Reg. 109-60. FIPS Pub. 38. 1 Treasury Fiscal Requirements Manual 6-8030.31 
U.S.C. 200. 31 U.S.C. 66a. 

GAO was asked to review selected areas of the Department 
of Energy’s (DOE) financial management. Significant prob- 
lems were found in the areas of internal controls, cash and 
property management, and contract administration. 
Findings/Conclusions: GAO found.that: (1) both the com- 
puterized and manual accounting controls need improve- 
ment at the headquarters and four field offices reviewed ; 
(2) DOE has not adequately monitored Government funds 
held by grantees and, contrary to Treasury regulations, 
large amounts of cash were provided to grantees before 
need; (3) DOE does not have an effective system for 
recording, managing, and disposing of Government prop- 
erty held by contractors; and (4) projects for the Strategic 
Petroleum Reserve project need to be better administered, 
particularly with regard to audit coverage. 
Recommendations to Agencies: The Secretary of Energy 
should lead a cooperative effort with the Defense Contract 
Audit Agency (DCAA) Director to resohre the disagreement 
between the Strategic Petroleum Reserve (SPR) project and 
DCAA regarding audit recommendation followups. 
Status: Action completed. 
The Secretary of Energy should determine the status of in- 
curred cost audits, make any necessary improvements to 
enhance the audit environment, and provide adequate cov- 
erage of contractors as agreed with DCAA. 
Status: Action completed. 
The Secretary of Energy should take more timely and com- 
plete action on ail appropriate audit recommendations. 
Status: Action completed. 
The Secretary of Energy should require the Department’s 
Inspector General to periodically report on the audit cover- 
age of SPR activities and actions taken on audit findings. 
Status: Action completed. 
The Secretary of Energy should strengthen the monitoring 
of contractors’ procurement activities and compliance with 
procurement requirements. 
Status: Action completed. 
The Secretary of Energy should require more effective 
coordination with Defense Contract Administrative Service 
property administrators to assure that all property reviews 
are communicated to Energy officials. 
Status: Action completed. 
The Secretary of Energy should reconsider earlier recom- 
mendations on the issue of functional and program respon- 
sibilities, with particular emphasis on giving direct line au- 
thority to the headquarters functional offices managers over 
ail their respective field functional office staffs. in exercising 
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this authority, headquarters functional office managers 
should ensure that the independence of functional offices is 
maintained in headquarters and in the field so that they can 
effectively carry out their missions; and that program Assis- 
tant Secretary-level managers receive functional support for 
actions that are considered critical for meeting established 
goals and objectives. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagrees with the recommendation. 
The Secretary of Energy should create, to the extent practi- 
cable, dedicated functional support staff for each program 
Assistant Secretary-level manager. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagrees with the recommendation. 
The Secretary of Energy should require that contractors 
meet all property reporting requirements within the allotted 
time. 
Status: Action completed. 
The Secretary of Energy should ensure that contractors are 
notified of property disposal procedures at the time of con- 
tract award. 
Status: Action completed. 
The Secretary of Energy should establish procedures for 
the timely disposal of property associated with major Ener- 
gy facilities, such as pilot plants and demonstrated projects. 
Status: Action completed. 
The Secretary of Energy should establish procedures to re- 
quire periodic reconciliation of procurement and account- 
ing records at each operations office. 
Status: Action completed. 

The Secretary of Energy should establish procedures to re- 
quire that monthly payment vouchers submitted by con- 
tractors itemize all property purchases, categorized by Ener- 
gy funding and asset type, and that accounting and pro- 
curement offices record the information accordingly, re- 
gardless of funding. 
Sratus: Recommendation no longer valid/action not intend- 
ed. The agency disagrees with the recommendation. 
The Secretary of Energy should establish procedures to re- 
quire that property requirements be listed in individual con- 
tracts and that procurement offices verify subsequent prop- 
erty purchases against these lists. 
Status: Action completed. 
The Secretary of Energy should undertake a one-time proj- 
ect Department-wide to identify all Government-owned 
property held by offsite contractors, including contracts that 
have expired but are not yet closed out. 



Status: Action completed. 
The Secretary of Energy should clarify existing procedures 
concerning the accounting treatment of property pur- 
chased with Energy operating funds and plant and capital 
equipment funds to ensure uniform accounting throughout 
the Department. 
Status: Action completed. 
The Secretary of Energy should ensure that Department- 
wide cash management policies and procedures are com- 
plied with at all Energy offices administering grants. In this 
regard, lines of responsibility should be clearly delineated 
and officials held accountable for adherence to the estab- 
lished procedures, Each Energy office should adopt 
stronger techniques to follow in monitoring grantee cash 
balances and in ensuring that timely and accurate financial 
information is maintained. 
Status: Action in process. 

The Secretary of Energy should provide more specific in- 
structions to existing and future grantees, informing them 
precisely of their cash management responsibilities, em- 
phasizing that disbursements are to be made only to meet 
immediate program needs, and reaffirming that all excess 
cash or earned interest is to be returned to the Department. 
Status: Action completed. 
The Secretary of Energy should initiate further action with 
the Office of Management and Budget to obtain approval of 
needed forms and procedures that would enable the De- 
partment to better cany out its cash management responsi- 
bilities. 
Status: Action completed. 
The Secretary of Energy should require the field office man- 
agers to submit periodic statements certifying whether pre- 
scribed internal control procedures are being followed and 
attesting to their effectiveness. 
Status: Recommendation no longer valid/action not intend- 
ed. The recently enacted federal Managers’ Financial 
Integrity Act now requires this type of certification. DOE 
compliance with the act will be examined as part of a 
separate review. 
The Secretary of Energy should form a task force at the 
highest level in the organization to address the wide range 
of internal control weaknesses and financial management 
problems that have been identified. 
Status: Action completed. 

Agency Comments/Action 

DOE has responded to and generally agreed with the GAO 
findings. It did not agree with the recommendation that it 
reorganize the Department, create an automated suspense 
file for errors in financial information systems, or the 
method GAO recommended for handling property pur- 
chases. DOE stated that other procedures would be imple- 
mented which would achieve the same objectives as the 
property recommendations. The remaining open recom- 
mendation is expected to be completed in March 1984. 
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DEPARTb’iEI”IT OF ENERGY 

internal Control Weaknesses at Department of Energy Research Laboratories 
(AFMD-03-38, 12- 15-82) 

Budget Function: Energy (270.0) 
Legislative Authority: Federal Managers’ Financial lntegr?y Act of 1982 (P.L. 97-255). Budget and Accounting Act. P.L. 
95-91. OMB Circular A-123. OMB Circular A-120. 2 GAO 12.5. 

GAO was asked to review selected functional areas at 
several Department of Energy (DOE) research laboratories; 
these areas included internal controls over procurement, 
property management, and payroll. 
Findings/Conclusions: GAO found that (1) DOE headquar- 
ters directed Government Owned Contract Operated 
(GOCO) research laboratories to procure the services of 
specific consultants and consulting firms, thereby circum- 
venting effective procurement controls; and (2) laboratories 
improperly subcontracted for consultants and other profes- 
sionals. GAO also noted that, in some cases, several prac- 
tices involving subcontracting for consultants appear to 
have led to waste or misuse of Federal funds. 
Recommendations to Agencies: The Secretary of Energy 
should ensure that the practice by DOE personnel of direct- 
ing operating contractors to make procurements, which 
results in the circumventing of Federal Procurement Regu- 
lations, is eliminated. 
Status: Action completed. 
The Secretary of Energy should establish clear, minimum 
procurement requirements to be used by operating con- 
tractors, in meeting the intent of Federal Procurement Reg- 
ulations, such as specific criteria for: (1) sole-source pro- 
curements; (2) using subcontractors for professional serv- 
ices; (3) approving payments for work done by subcontrac- 
tors; and (4) hiring former employees as consultants. Also, 
these criteria should clearly prohibit situations where sub- 
contractors start work prior to the execution of contracts. 
Status: Action completed. 
The Secretary of Energy should require the operations of- 
fice to more closely monitor operating contractors’ pro- 
curements by (1) improving the effectiveness of the sys- 
tems reviews; and (2) lowering the monetary threshold for 
the advance review and approval of professional services 
enough to include a significant number of those contracts. 
Status: Action completed. 

The Secretary of Energy should require the operating con- 
tractors to establish and implement appropriate property 
management controls that will ensure that contractors: (1) 
adhere to DOE inventory intervals, specifically 2-year cycles 
for capital equipment and a l-year cycle for sensitive or 
theft-prone items; (2) provide for segregation of duties be- 
tween the custodial and inventory functions, that is, individ- 
uals having custody of property should not be responsible 
for taking inventory of that property; (3) maintain accounta- 
bility over property by classifying theft-prone items over 
$500 as sensitive items, identifying and tagging theft-prone 
items, and documenting property transfers; and (4) ade- 
quately protect theft-prone property by improving security 
procedures. 
Status: Action in process. 

The Secretary of Energy should require the operating con- 
tractors to establish and implement appropriate property 
management controls that will ensure that contractors im- 
prove controls in the payroll-related area to: (1) require time 
and attendance reports that are certified for accuracy by 
both employees and immediate supervisors; (2) require 
leave to be charged for absences that exceed a reasonable 
period of time, similar to requirements for Federal employ- 
ees; (3) establish appropriate criteria to ensure that tuition is 
reimbursed only for course work directly related to an em- 
ployee’s job; and (4) ensure that negotiable instruments are 
properly safeguarded by improving controls over blank 
checks, check signature plates, and payroll checks. 
Status: Action in process. 
The Secretary of Energy should: (1) ensure that all DOE 
divisions and operating contractors adhere to the reporting 
requirements and travel policies set forth in DOE foreign 
travel regulations including requiring that operating con- 
tractor employees report fees, travel, and expense reim- 
bursements received from foreign hosts; and (2) require the 
operations offices to oversee the implementation of the a- 
bove recommendation by operating contractors. 
Status: Action in process. 
The Secretary of Energy should require the development, 
implementation, and enforcement of an adequate property 
management system for use by the energy technology cen- 
ter (ETC) which should include procedures for: (1) con- 
ducting inventories of personal property with strict adher- 
ence to established inventory intervals; mandatory reconcili- 
ation of inventory results; and detailed instructions as to 
how inventories should be conducted to ensure an appro- 
priate degree of independence, adequate coverage, and ef- 
fective methods; (2) updating properly control records to 
ensure their accuracy by promptly adding new property to 
listings, deleting missing property, and changing property 
records when item are moved or transferred; and (3) 
promptly reporting thefts and missing items. 
Status: Action completed. 
The Secretary of Energy should require the implementation 
of procedures by ETC’s to effectively control property held 
by offsite contractors, including establishing methods to 
verify the accuracy of contractor reports of DOE property, 
enforce contractor reporting requirements, and account for 
property when contracts are completed. 
Status: Action completed. 

The Secretary of Energy should require the establishment 
and implementation of written procedures at ETC’s to ade- 
quately control small purchases. These procedures should 
limit the number of individuals who have authority to ap- 
prove requisitions and ensure that: (1) purchases are made 
only within the small purchasing system; and (2) payments 



for goods and services are made only after it has been veri- 
fied that they have been delivered according to the terms 
agreed upon. 
Status: Action completed. 
The Secretary of Energy should transfer all remaining field 
auditor positions to the Inspector General. 
Status: Action completed. 

Agency Comments/Action 

DOE has taken action on several of the recommendations. 
Specifically, corrective actions have been taken to: (1) stop 
directed procurements at CiOCO’s; and (2) improve GOCO 
property management time and attendance, tuition reim- 
bursement, and foreign travel internal control procedures. 
DOE has taken steps to improve property management 
and purchasing procedures at the Energy Technology 
Centers. While the agency did not adopt some of the specif- 
ic recommendations regarding the oversight of CiOCO’s, it 
promised to intensify attention to these areas using its 
current oversight techniques. 
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DEPARTMENTOFENERGY 

BONNEVILLE POWER ADMINISTRATION 

Bonneville Power A&ministration Control System’s Computer Security 
(FOD, 3-18-83) 

Budget Function: Security of ADP Systems (990.6) 
Legislative Authority: OMB Circular A-71. 

As part of its study of automatic data processing manage- 
ment at the Bonneville Power Administration (BPA), GAO 
reviewed computer security at the control system’s Dittmer 
computer center. 
Flndings/Concluslons: GAO found that, although BPA has 
made some progress toward developing and implementing 
a computer security program agencywide, it needs to do 
more. Recently, BPA appointed a computer protection pro- 
gram manager, identified critical and sensitive data proc- 
essing systems, and assessed risks and threats to the com- 
puter center. However, during its review of the center, GAO 
found that: (1) written computer security procedures had 
not been developed or implemented; (2) an automatic fire 
suppression system had not been installed; (3) physical ac- 
cess to the facility was not appropriately restricted; and (4) a 
contingency plan for implementation in the event the com- 
puter’s becoming nonoperational had not been fully 
developed. GAO concluded that BPA must correct these 
problems at the computer center before it can Fully install a 
computer security program. 

Recommendations to Agencies: The Administrator of BPA 
should, after the security program is implemented, direct 
the chief auditor to periodically review the computer cen- 
ter’s security program’s implementation and its compliance 
with Office of Management and Budget Circular A-71 
Transmittal Memorandum Number 1 and Department of 
Energy Order 1360.2. 

Status: Action in process. 

The Administrator of BPA should develop a time-phased 
action plan and feedback procedures to: (1) complete the 
Dittmer computer center security procedures; (2) install a 
fire suppression system at the computer center; (3) evaluate 
Division of System Operations policies and procedures re- 
garding physical access to the computer center; and (4) 
complete, implement, and test the computer center’s con- 
tingency plan. 

Status: Action completed. 
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DEPARTMENTOFENERGY 

BONNEVILLE POWER ADMINISTRATION 

Bonneville’s ADP Resource Management Controls Show Improvement, but More Needs To Be Done 
(AFMD-8343, 6-22-83) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Privacy Act of 1974 (P.L. 93-529). OMB Circular A-121. 

GAO reviewed the Bonneville Power Administration’s 
(BPA) progress in making its automatic data processing 
(ADP) resource management controls effective. 

FlndingsXonclusions: GAO found that additional man- 
agement controls and large-scale changes are needed to 
achieve effective and economical operations for computer 
systems integration, ADP resource management and use, 
computer protection, and contingency planning. GAO not- 
ed that BPA reliance on computer technology has in- 
creased and that an estimated $40 million will be spent to 
modernize and expand computer systems and facilities. 
GAO stated that, because of these actions, it is essential 
that BPA top management exercise oversight and com- 
mitment to the integration process. 

Recommend&Ions to Agencies: The Administrator, BPA, 
should adopt information resource management opera- 
tional concepts, with an organizational framework that 
specificaliy assigns agency information responsibilities to 
a central leader who reports directly to the Administrator. 
Status: Action in process. 

The Administrator, BPA, should define a time-phased ac- 
tion plan for implementing and improving ADP manage- 
ment controls, such as planning, systems development, 
full ADP cost accounting and user chargeback, ADP 
equipment acquisitions, systems integration, compliance 
monitoring, and computer protection. 
Status: Action in process. 
The Administrator, BPA, should periodically report to the 
Department of Energy’s information resource manager on 
BPA actions and progress toward cost effective control 
practices. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with the GAO recommendations. A 
senior official has been appointed to manage information 
resources in an integrated manner and organizational 
responsibilities as assigned for improving ADP manage- 
ment controls. BPA will report its progress on March 1 of 
each year as a supplement to its long-range ADP plans. 

147 



DEPARTMENTOFHEALTHANDHUMANSERWCES 
Need for HEW To Recover Federal Funds in Uncashed AFDC Checks 
(HRD-79-68, 4-5-79) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Social Sect&y Act (42 U.S.C. 601). 

A review was completed of the requirements and practices 
for refunding or crediting the Federal Government’s portion 
of checks that were issued to Aid to Families with Depend- 
ent Children (AFDC) recipients but never cashed. Federal 
AFDC expenditures in fiscal year 1977 amounted to over $5 
billion. 
Flndings/Concluslons: The return of Federal AFDC funds 
for checks that were never cashed was generally left to the 
States’ discretion. Although GAO did not determine why the 
checks were not cashed, information obtained on 11 of the 
50 States showed that these States allowed AFDC checks to 
be negotiated 30 days to 2 years after they were issued, at 
which time they were canceled. In addition, once States 
acted to void the checks, there was no mechanism to en- 
sure that the Federal Government received credit for its por- 
tion of these funds. The President’s 1980 budget proposes 
a change in the procedure for transferring Federal funds to 
the States for public assistance programs, including AFDC. 
Presently, States are authorized to draw Federal funds on or 
before the day they pay their bills. For the AFDC program, 
thll is generally when the States issue checks to recipients. 
Between the time the checks are issued and cashed by the 
recipients, many States invest the Federal funds and earn 
interest. Under the proposal, States would be authorized to 
draw Federal funds only when a recipient actually cashes 
the check and it is presented to the State’s commercial 
bank for payment. When adopted and implemented, the 
procedure would also eliminate the problem of the Federal 

Government not receiving credit for its share of funds in un- 
cashed AFDC checks. 
Recommendations to Agencies: The Secretary of Health, 
Education, and Welfare (HEW) should direct the Commis- 
sioner of the Social Security Administration (SSA) to estab- 
lish uniform requirements for States to credit the Federal 
Government for its portion of uncashed AFDC checks. 
Status: Action in process. 
The Secretary of HEW should direct the Commissioner of 
SSA to establish a mechanism for ensuring that these 
credits are timely and accurate. 
Status: Action in process. 
The Secretary of HEW should take action to identify and re- 
cover the total amount of Federal funds in uncashed AFDC 
checks that have not been refunded the Federal Covern- 
merit. 
Status: Action in process. 

Agency Comments/Action 

The SSA regional offices were provided additional instruc- 
tions in June 1982 for use in monitoring State inclusion of 
amounts refunded to SSA for uncashed checks in State 
quarterly expenditure reports. Its final regulation has not 
been published. Due to unexpected delays in the HHS clear- 
ing process, final publication of the new standard of timeli- 
ness for States to report credits for uncashed checks is 
scheduled for February 1984. 
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DEPART'MENTOFHEALTHANDHUMANSERVICES 
HEW Must Improve Control Over Billions in Cash Advances 
(FGMSD-80-6, 72-28-79) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 
Legislative Authority: Antideficiency Act (31 U.S.C. 665). 2 GAO 16.8~. 7 GAO 6.9. 7 GAO 5.4. 

The Department of Health, Education, and Welfare’s 
(HEW) Federal Assistance Financing System was estab- 
lished to improve the Department’s cash management. 
However, it allowed premature cash withdrawals because 
of poor organizational aspects and serious design defi- 
ciencies. HEW has advanced over $38 billion to about 
14,000 non-Federal organizations through the system. 
Findings/Conclusions: The system used the direct Treas- 
ury check method and the letter-of-credit method to meet 
recipients’ immediate cash needs. Despite Treasury De- 
partment regulations, the agreements for advances did 
not always state that recipients should limit cash with- 
drawals to only immediate needs. Therefore, many recipi- 
ents withdrew cash far in advance of need. Letters of cre- 
dit had not been extended to many eligible recipients be- 
cause the system’s staff was insufficient to handle this 
task. These letters of credit would allow recipients to 
operate with small or no Federal cash balances, further 
reducing public debt interest. There was no authority to 
handle loans and contract advances through the fund. Be- 
cause of the significance of the Department’s loan pro- 
grams, the authority to make loans and contract advances 
would give Congress a chance to learn the extent of ad- 
vances made and to specify operational reports needed 
for its oversight. The splitting of responsibilities within the 
system was inefficient. Staffing was inadequate and may 
have been the underlying cause of many of the problems. 
Since the Department advanced money without required 
information on the recipients’ planned expenditures, there 
were no assurances that the advances would be spent in 
accord with approved assistance agreements or for au- 
thoriied purposes, The system design did not provide for 
the generation of data needed for effective cash manage- 
ment. 
Recommendations to Agencies: The Secretary of HEW 
should recover Federal cash excesses held by recipients 
wherever feasible. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should finish developing a control 
system that would emphasize recipients’ monthly dis- 
bursement plans and that would provide for monitoring of 
ail recipients’ cash balances. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued, On February 6, 1984, it implemented a new 

system, the Payments Management System, to replace 
the one covered by the recommendation. 
The Secretary of HEW should provide the system with 
adequate staff. 

status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should extend letters of credit to ail 
recipients eligible to use them. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should obtain specific congres- 
sional approval to handle loan funds through the grants 
accounting system. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should make sure that the new 
system is used for all aspects of cash management, such 
as the collecting of all excess advances. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should specify in agreements the 
terms and conditions of withdrawals, advise the recipients 
that advances will be discontinued if abuses persist, and 
provide for enforcing the discontinuance. 

Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should work with the Treasury and 
Office of Management and Budget to have States remove 
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legal and administrative impediments that cause premature 
and excessive cash withdrawals and, when appropriate, 
have States use single letters of credit. 
status: Recommendation no longer valid/action not intend- 
ed, Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should provide resources to ensure 
that the new system becomes operational as scheduled, 
and should monitor the redesign efforts to ensure the 
fastest possible completion. 
Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should require that the revised sys- 
tem have adequately detailed accounting records that will 
show the cash balances held by recipients and that will con- 
tain data to control cash advances by specific appropria- 
tions. 
Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Management System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should develop a better approach to 
charge amounts of advances against specific appropria- 
tions, such as an approach that would use data furnished by 
recipients to support payment requests. 
Status: Recommendation no longer valid/action not intend- 
ed. Problems with the system have been brought to the 
agency’s attention on several occasions since the report 
was issued. On February 6, 1984, it implemented a new 
system, the Payments Managemenr System, to replace 
the one covered by the recommendation. 

The Secretary of HEW should require the Department’s 
internal auditors to investigate disbursements reported in 
excess of authorizations, and to establish how much, if any, 
of the money should be recovered by the Government. 
Status: Recommendation no longer valid/action not in- 
tended. Problems in the system have been brought to 
the agency’s attention on several occasions since the 
report was issued. On February 6, 1984, it implement- 
ed a new system, the Payments Management System, 
to replace the one covered by the recommendation. 

The Secretary of HEW should require the revised system to 
provide for promptly investigating and resolving excessive 
disbursements reported by recipients, for eliminating dupli- 
cative agency records, and for prompt reporting of Antidefi- 
ciency Act violations. 
Status: Action in process. 
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DEI'ARTMENTOFHEALTHANDHUMANSERVICES 

INDIAN HEALTH SERVICE 

Need To Clarify IHS Responsibilities for Maintaining Indian Wafer and Sanitation Facilities 
(MD-80-14, 7-28-80) 

Budget Function: Health: Prevention and Control of Health Problems (551.2) 
Legislative Authority: Indian Health Care Improvement Act (P.L. 94-437). 42 U.S.C. 2004a. 

Since 1959, the Indian Health Service (IHS) has spent about 
$490 million to construct or improve Indian water and sani- 
tation facilities primarily to support Indian housing pro- 
grams administered by other Federal agencies. Legislation 
enacted in 1’959 authorized IHS to transfer operating and 
maintenance responsibility of these facilities to Indian tribes 
or communities. As part of a survey conducted of the IHS 
water and sanitation facilities construction program, seven 
Indian reservations and nine Alaska Native communities 
were visited to observe the water and sanitation systems or 
system components that were not operating effectively. 
Findings/Conclusions: The tribes or communities had 
agreed to assume operating and maintenance responsibili- 
ties before construction of the facilities and had accepted 
ownership responsibilities after construction. However, 
many of them were not willing or financially able to fulfill 
their agreements. IHS assisted the Indians in operating and 
maintaining the water and sanitation systems it transferred 
to them until 1976. At that time, the Department of Health 
and Human Services’ Assistant General Counsel for Public 
Health concluded that IHS lacked the legislative author@ to 
maintain water and sanitation systems transferred to tribes 
and communities. These circumstances have posed a di- 
lemma: IHS is responsible for ensuring that adequate health 

care is provided to Indians and has invested heavily in the 
construction and improvement of Indian water and sanita- 
tion facilities; but it has been told by its General Counsel 
that it has no authority to maintain the water and sanitation 
facilities after the Indians accepted ownership responsibili- 
ties. The significant IHS capital investment could be lost be- 
cause of lack of maintenance, and the overall health of the 
Indians could deteriorate, thereby placing a greater burden 
on the IHS health care system. 

Recommendations to Congress: Congress should address 
IHS authorities and responsibilities for maintaining trans- 
ferred sanitation facilities under the Indian Sanitation Facili- 
ties Act. 
Status: Action in process. 

Agency Comments/Action 

In connection with the reauthorization of the Indian ilealth 
Care Improvement Act, a bill--H.R. 4567--was introduced 
on November 18, 1983, dealing with the issues raised in 
the GAO recommendation. 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Social Security Needs To Better Plan, Develop, and !mpiement Its Major ADP Systems Redesign Projects 
(MD-81-47, 2-6-87) 

Budget Function: Automatic Data Processing (990.1) 

The efforts by the Social Security Administration (SSA) to 
redesign its retirement, sutvivors, disability, and health in- 
surance automated system was reviewed. This redesign 
represented a major multifaceted automatic data process- 
ing system modification project undertaken to improve 
servlce to program beneficiaries. 
Findings/Conclusions: Although substantial effort and re- 
sources were invested in this project, it was largely unsuc- 
cessful. Only one of the five major new features expected 
during the redesign was fully implemented successfully, 
and SSA suspended further efforts to complete the project 
as it was originally planned. GAO believes that inadequate 
planning and management of the redesign and deficiencies 
in the SSA systems modification process were primary rea- 
sons that the agency was unable to fully complete the 
redesign. Further, SSA systems modification efforts in gen- 
eral will not meet their objectives until these weaknesses are 
corrected. Specifically, SSA did not: (1) adequately involve 
key field office users in planning redesign changes to en- 
sure that their needs would be met by the modified system: 
(2) adequately analyze costs and benefits of the redesign; 
and (3) provide for consistent management of the redesign. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 
Social Security to require periodic updating, including revi- 
sion of priorities, of the existing inventory of user needs to 
make sure it is current and accurate and can selve as a reli- 
able basis for future development of system modification 
proposals. 
Status: Action in process. 
The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require periodic up- 
dating and modification of initial cost/benefit analyses for all 
major systems proposals, maintenance of accurate records 
of costs incurred and benefits realized to facilitate this up- 
dating, and use of these data to periodically reevaluate the 
merit of proceeding with the system change. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require provision for 
project leaders of major systems development/modification 
efforts to be assigned full time to managing such projects 
and conducting them apart from daily systems operations. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require assessment 
of the independence maintained by systems validators from 
systems development staff to make sure that they have suf- 
ficient control over program and systems changes, espe- 
cially seeing that formal validation procedures are followed. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require participation 
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by all users in establishing the functional requirements for 
proposed systems changes to ensure that these require- 
ments can serve as the system performance criteria against 
which validation is conducted. 
Status: Actjon in process. 
The Secretary of Health and Human Services should direct 
the Inspector General to increase efforts to establish suffi- 
cient automatic data processing (ADP) audit capability 
within the Audit Agency so that reviews of the Social Securi- 
ty Administration’s (SSA) system development/modification 
process and ADP systems audits can be carried out effec- 
tively at SSA. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require revision of 
Social Security Administration interim validation guidelines 
to include more detailed procedures and standards cover- 
ing test case selection and inclusion of invalid data for test- 
ing program controls, testing changes throughout the sys- 
tem, determining the degree of processing accuracy that 
must be attained before implementation may proceed, and 
allocation of sufficient staff time to validating systems 
changes. 
Status: Action in process. 
The Secretary of Health and Human Services should direct 
the Commissioner of Social Securib to require quick finali- 
zation and implementation of detailed agency procedures 
for communicating with system users. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with the thrust of the GAO recom- 
mendations. It stated that it was in the process of making 
a comprehensive set of decisions that will shape the fin- 
ture environment of agency ADP activities and that GAO 
views would be considered in arriving at these decisions. 
That comprehensive decisionmaking process resulted in 
the February 1982 issuance of the SSA Systems Moderni- 
zation Plan, a comprehensive, multiyear ADP corrective 
action plan that is currently being implemented. SSA has 
indicated that its efforts to implement the open recom- 
mendations from this report have been incorporated into 
plan implementation. Because further agency actions to 
implement most of these recommendations will continue 
through the 7 to IO-year plan implementation period, 
recommendation status in most cases will probably not 
change until implementation is completed. GAO will con- 
tinue to conduct intermittent monitoring of plan imple- 
mentation progress during that period. 



DEPARTMENTOFHE/UTHANDHCIMANSERWCES 
Action Needed To Avert Future Overpayments to States for AFDC Foster Care 
(HRD-81-73, 4-20-81) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Social Security Act. Adoption Assistance and Child Welfare Act of 1980 (P.L 96-272). 

Until the Adoption Assistance and Child Welfare Act was 
enacted, the Department of Health and Human Services 
(HHS) matched payments available to the States under the 
the Aid to Families with Dependent Children (AFDC) pro- 
gram for foster home care of dependent children. The Act 
established fiscal year 1978 as a base year for the computa- 
tion of future allotments of foster care moneys. A GAO re- 
view showed certain unallowable practices regarding fiscal 
year 1978 reimbursements which, if not given prompt at- 
tention, could continue to improperly increase future foster 
care allotments to some States. 
FlndingsiConcluslons: GAO found that over $12 million in 
private nonprofit agency foster family home administration 
costs, not eligible for Federal sharing, were incurred by New 
York City and federally reimbursed. The States of New York 
and California were also reimbursed an undetermined 
amount for costs attributable to ineligible foster care enroll- 
ees. Since 1978, GAO has unsuccessfully attempted to 
have HHS take corrective action to recover amounts reim- 
bursed to New York City for unallowable administrative 
costs. The longer HHS takes to correct the level of fiscal 
year 1978 Federal reimbursements, the larger the overpay- 
ments will be. Using fiscal year 1978 as a basis for allot- 
ments to New York and California without adjusting for in- 
correct Federal payments has resulted and will continue to 
result in reimbursements higher than those authoriied. If 
there is a dispute between any State and HHS as to expendi- 
tures for a base year, the base amount may only be 

changed in the fiscal year after the one in which the dispute 
is resolved. The foster family home administrative services, 
in dispute in several New York City contracts with private 
nonprofit agencies, are normally provided by State social 
service agencies. 
Recommendatlons to Agencies: The Secretary of HHS 
should recover overpayments made to New York city for 
unallowable administrative costs. 
Status: Action in process. 
The Secretary of HHS should (1) require that all foster care 
reimbursements to the States for fiscal year 1978 be audit- 
ed to identify any unallowable costs, determine the correct 
level of fiscal year 1978 Federal reimbursements, and act to 
recover unallowable costs. 
SPatus: Action in process. 

Agency Comments/Action 

The HHS Inspector General will report on the recommen- 
dation to HHS requiring that all foster care reimburse- 
ments to the States for fiscal year 1978 be audited to 
identify unallowable costs. The Office of the Inspector 
Genera1 has issued 20 reports to date; 5 reviews are in 
progress. About $35 million in unallowable costs have 
been identified in a report expected to be issued in April 
1984 by the Office of the Inspector General. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
HHS Moves To fmprove Accuracy of AFVC Administrative Cost Allocation: Increased Oversight Needed 
(HRD-81-51, 5-18-81) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: Social Security Act P.L. 96-226. Federal Management Circular 74-4. 

The Department of Health and Human Services (HHS) is 
responsible for assuring that State cost-allocation plans, 
upon which Federal financial participation in administrative 
costs for the Aid to Families with Dependent Children 
(AFDC) program are based, accurately reflect the Federal 
reimbursable share of costs. 

Findings/Conclusions: The principle oversight agencies of 
HHS are not adequately reviewing, analyzing, and quetion- 
ing data in State cost-allocation plans either before or after 
their approval. A GAO review of administrative costs in four 
States indicated that the Federal Government may be incur- 
ring unnecessary charges which, in two of these States, 
could amount to $6.6 million annually. Overcharges are oc- 
curring because HHS has not provided its oversight agen- 
cies with adequate review guidance, a clear definition of 
their respective roles for reviewing cost-allocation plan im- 
plementation, and sufficient staff to accomplish their work 
effectively. Erroneous reimbursement claims have been a 
longstanding problem. HHS has not required a uniform 
method of accumulating and allocating States’ costs and 
has approved some methods which cannot assure that ad- 
ministrative cost expenditures in a given program are as 
directly proportional to the administrative support received 
as possible. The varying methods of cost allocation also 
preclude HHS from making meaningful comparisons of ad- 
ministrative cost expenditures among States. HHS has not 
developed guidelines for distributing costs in welfare cost- 
allocation plans and does not require States to distribute 
administrative costs on any standardized basis. States are 
allowed considerable latitude in developing cost accumula- 
tion and allocation methodology. By developing a welfare 
cost allocation guide, some corrective action is underway. 

Recommendations to Agencies: The Secretary of HHS 
should define the specific cost-allocation plan review and 
monitoring responsibilities of the Division of Cost Allocation 
(DCA) and the Office of Family Assistance (OFA). 
Status: Action completed. 
The Secretary of HHS should develop adequate guidelines 

for DCA and OFA to use in future cost-allocation plan re- 
view efforts. 
Status: Action completed. 
The Secretary of HHS should instruct DC4 and OFA to fol- 
low up on GAO’s findings to assure that appropriate 
recovery of Federal funds occurs. 
Status: Action completed. 
The Secretary of HHS should issue guidelines establishing a 
system of uniform cost principles, procedures, and meth- 
odology for all welfare cost-allocation plans. 
Status: Action in process. 
The Secretary of HHS should evaluate existing staffing and 
workload levels to assure that both DCA and OFA have 
enough technical capacity and staff to effectively review, ap- 
prove, and monitor the implementation of cost-allocation 
plans and quarterly claims for reimbursement 
Status: Action completed. 
The Secretary of HHS should instruct DCA and OFA to con- 
duct comprehensive reviews of State cost-allocation plans 
to identify areas in which the Federal Government may be 
bearing more than its fair share of AFDC administrative 
costs. 
Status: Action completed. 

Agency Comments/Action 

HHS generally agreed with the findings and recommenda- 
tions and has taken action. It has: (1) issued instructions de- 
fining cost-allocation plan review and monitoring responsi- 
bilities of DCA and OFA; (2) established a task force to 
study DCA and OFA staffing and workload levels; (3) issued 
regulations on development, submission, and approval re- 
quirements for cost-allocation plans; (4) instructed its re- 
gional staff to adequately review cost-allocation plans; (5) 
required State cost-allocations plans to be amended and 
has made appropriate fund recoveries; and (6) developed 
and issued adequate guidelines for DCA and OFA for future 
cost-allocation plan reviews. HHS plans to issue the cost- 
allocation guide already developed. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Improving Medicaid Cash Management Will Reduce Federal interest Costs 
(HRD-81-94, 5-29-87) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Intergovernmental Cooperation Act of 1938 (42 USC. 4201 et seq.). Social Security Act Social 
Security Amendments of 1965. 12 C.F.R. 204.5. 

GAO reviewed the State systems for recovering Medicaid 
overpayments to providers and for returning the Federal 
share of these overpayments to the Department of Health 
and Human Services (HHS). 
Findings/Conclusions: GAO found that over $11 million in 
Medicaid and other program funds were in noninterest- 
beanng checking accounts in three States. Because the 
banks had use of this money, the Federal and State Gov- 
ernments lost incurred interest of over $1.3 million. One of 
the banks involved reported earning $5 12,000 on the Medi- 
caid funds it held for an 1 l-month period. Some States 
drew Federal funds in excess of current disbursement 
needs, invested the balances, and retained the interest 
earned. States had not returned the Federal share of $23 
million in Identified but uncollected overpayments. The 
time that elapsed between when States made cash collec- 
tions and when they returned the Federal share enabled 
States to earn substantial amounts of interest on Federal 
funds. 
Recommendations to Agencies: The Secretary of HHS 
should direct the Administrator of the Health Care Financ- 
ing Administration to establish procedures for uniform 
crediting of the Federal share of uncashed Medicaid checks 
and ensure that such credits are timely and accurate. 
Status: Action completed. 
The Secretary of HHS should direct the Administrator of the 
Health Care Financing Administration to modify the pro- 
cedures through which the Federal share of recovered 
Medicaid overpayments are returned to eliminate the long 
elapsed time between recovery and return of the Federal 
share. 
Status: Action in process. 
The Secretary of HHS should direct the Administrator of the 
Health Care Financing Administration to review Medicaid 

cash management practices in all States (except the 10 
largest where actions are currently underway) and take ap- 
propriate actions to minimize the amount of Federal money 
being held by the States. 
Status: Action in process. 
The Secretary of HHS should direct the Administrator of the 
Health Care Financing Administration to require States or 
their fiscal agents to have written agreements with the 
banks used for Medicaid checks, which ensure that Medi- 
caid checking services are obtained at reasonable costs 
considering both bank charges and the ability of banks to 
invest deposit balances. 
Status: Action completed. 

Agency Comments/Action 

HHS concurred with all of the recommendations and, as 
of December 1, 1983, action was completed or underway 
to implement them. In August 1982, the Health Care Fi- 
nancing Administration issued program guidance cover- 
ing fiscal agents’ written agreements with banks that are 
used for Medicaid checking services and instructions on 
establishing uniform procedures for handling uncashed 
Medicaid checks. On April 5, 1983, a notice of proposed 
rulemaking was published for comment HHS is currently 
refining the final rule and expects it to be forwarded to the 
Secretary by May 1984. About 30 States have taken ac- 
tion to minimize the amount of Federal money being held 
by operating under a delay-of-drawdown letter of credit 
procedure. Other States have statutory or constitutional 
restraints prohibiting their participation. The Office of 
Management and Budget is currently involved in the im- 
plementation of this recommendation. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Fami/y Planning Clinics Can Provide Services at Less Cost but Clearer Federal Policies Are Needed 
(HRD-81-68, 6-19-81) 

Budget Function: Health: Health Care Services (551.0) 
Leglslative Authority: Family Planning Services and Population Research Act (P.L. 91-572). Social Security Act. Social 

Security Amendments of 1967 (P.L. 90-248). Public Health Service Act (42 USC. 300). Economic Opportunity Amend- 
ments of 1967 (P.L. 90-222). 

In fiscal year 1980, the Department of Health and Human 
Services (HHS) spent about $375 million for family plan- 
ning services and contraceptive supplies through several 
different programs. GAO reviewed several aspects of the 
family planning program authorized by the Public Health 
Servlce Act 
FIndingsConclusions: The family planning clinics reviewed 
generally provided the medical services required by HHS. 
However, HHS guidelines recommended or required too 
many clinic revisits by women using oral contraceptives, 
education that does not appear to be needed by all clients, 
and routine medical tests that do not seem to be necessary 
for all clients. Many of the clinics reviewed were performing 
tests and examinations not required by HHS or professional 
medical standards. Some of these HHS policies and clinic 
practices unnecessarily add to program cost and contribute 
to long waits for appointments and long office visits at 
some clinics, perhaps deterring initial or continuing partici- 
pation in the program. Clinics have lost revenue and, in 
some cases, have treated clients inequitably because HHS 
and State policies were not clearly understood or con- 
sistent. HHS has failed to: update its official definition of a 
low-income family, iSsue guidance on charging fees to 
teenagers, and uniformly enforce fee requirements. The 
adequacy of the management information system used to 
allocate program funds and monitor the program is ques- 
tioned by many HHS and grantee officials. The position of 
the Deputy Assistant Secretary, in managing the program, 
should be strengthened by clarifying his responsibilities and 
authority so that he could more effectively coordinate and 
evaluate all the component agencies’ administration of 
family planning programs. The use of funds for program 
implementation research should be clarified. 
Recommendations to Congress: Congress should reassess 
whether the Deputy Assistant Secretary for Population Af- 
fairs needs to administer all of the HHS family planning pro- 
grams which provide for or authorize grants or contracts. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of HHS 
should direct HHS regional offices to assure that title X 
funded clinics establish fee scales and collect fees in ac- 
cordance with title X regulations. 
Status: Action completed. 

The Secretary of HHS should direct the Bureau of Commu- 
nity Health Services to revise its family planning guidelines 
to clarify clinics’ options to tailor education requirements to 
client status and circumstances. 
Status: Action completed. 

The Secretary of HHS should take steps to resolve the 

differences between titles X and XX programs regarding eli- 
gibility for free and subsidized family planning service. If 
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necessary, appropriate proposals should be prepared to 
achieve this. 
Status: Recommendation no longer valid/action not intend- 
ed. HHS believes that eligibility criteria for family plan- 
ning services under tit/e XX should be made at the State 
level. Title XX has been included in the Block Grant Pro- 
gram. 
The Secretary of HHS should formally define program im- 
plementation research in consultation with the House Com- 
mittee on Energy and Commerce and the Senate Commit- 
tee on Labor and Human Resources. 
Status: Recommendation no longer valid/action not intend- 
ed. HHS believes that it is already providing Congress 
the necessary information on the type and results of re- 
search it supports. 
The Secretary of HHS should direct the Bureau of Commu- 
nity Health Services to revise its family planning guidelines 
to establish routine revisit policies in line with the American 
College of Obstetricians and Gynecologists’ standards and 
recommendations. 
Status: Action completed. 
The Secretary of HHS should clarify the responsibilities of 
the Deputy Assistant Secretary for Population Affairs and in- 
struct component agencies to cooperate with the Deputy to 
put the Deputy in a better position to coordinate all the HHS 
family planning activities. 
Status: Action completed. 

The Secretary of HHS should direct the Bureau of Commu- 
nity Health Services to work with Centers to prepare guid- 
ance on venereal disease screening appropriate for family 
planning projects. Such guidance should enable projects to 
decide, in consultation with State and local health authori- 
ties, whether to routinely test all clients or to apply criteria 
for selective testing. 
Status: Action completed. 

The Secretary of HHS should direct the Bureau of Commu- 
nity Health Services to revise its family planning guidelines 
to eliminate the proposed provision for routine gonorrhea 
screening and the existing requirement and recommenda- 
tion for anemia screening and provide that clinics screen 
based on medical necessity or local conditions. Clinics 
desiring to screen all clients routinely should be required to 
justify the need,to HHS. 
Status: Action completed. 

The Secretary of HHS should more closely monitor clinic 
practices to ident@ routine visits or medical services that 
are in excess of those required or recommended and deny 
Federal financial participation under the title X, Medicaid, 
Social Services, and other programs for those activities un- 

less they are appropriately justified. 
Status: Action completed. 



The Secretary of HHS should direct the Deputy Assistant 
Secretary for Population Affairs and the Office of Family 
Planning to refine existing management informations sys- 
tems to provide data and performance efficiency indicators 
suited to family planning clinic operations. HHS should 
build on existing automated systems, and it should include, 
for example, objective and measurable standards for (1) ac- 
curately counting workload; (2) reporting retention levels 
and degree of contraceptive protection provided; (3) total 
cost of providing services; (4) monitoring fee collections; 
and (5) the extent to which women served are priority target 
populations. 
Status: Action completed. 

Agency Comments/Action 

HHS has revised its family planning guidelines to incor- 
porate the actions recommended by GAO. HHS has also 
acted to improve its inadequate information system for 
family planning activities. 

157 



DEPARTMENTOFHEALTHANDHUMANSERVICES 
HHS Abi/ify To Effectively Implement hcentive funding for State Information Systems in the Aid to Families 
With Dependent Cbi/dren Program 
(HRD-87-779, 6-29-87) 

Budget Function: Income Security: Housing Assistance and Other Income Supplements (604.0) 
Legislative Authority: P.L. 96-265. OMB Circular A-90. FIPS Pub. 41. FIPS Pub. 71. FIPS Pub. 73. 

New legislation authorized the Federal Government to be- 
gin paying 90 percent of the costs incurred by States for the 
planning, design, development, or installation of Statewide 
mechanized claims processing and information retrieval 
systems for administering the Aid to Families with Depend- 
ent Children (AFDC) program. Currently, the Federal Gov- 
ernment pays 50 percent of both development and operat- 
ing costs related to these systems. The legislation contains 
several specific conditions for obtaining increased Federal 
funds. To meet these requirements, the Department of 
Health and Human Services (HHS) has developed a general 
systems design, the Family Assistance Management Infor- 
mation System (FAMIS), which proviaes a standard ap- 
proach for State AFDC systems development activities. 
FAME is to serve as a system standard that States must 
meet to be eligible for the increased Federal matching 
funds. Because FAME has not been pilot tested to demon- 
strate its feasibility, GAO has expressed concern that the 
FAME requirements: (1) have not been shown to be cost 
beneficial for all State systems, (2) do not contain sufficient- 
ly specific performance standards for evaluating the quality 
of State developed systems, (3) do not adequately address 
the internal controls needed to ensure that State systems 
function as mandated by legislation, and (4) do not facilitate 
compatibility of State AFDC systems with systems used to 
administer other welfare programs. Therefore, GAO re- 
viewed HHS policies and procedures for approving the ad- 
ministration of Federal incentive funding of State AFDC 
systems and discussed their implementation with HHS offi- 
cials. 
Findings/Conclusions: The cost benefit analysis conducted 
to demonstrate that savings would result from implementa- 
tion of FAMIS on a State-by-State basis was based on un- 
supported assumptions and very general data which do not 
consider the diversity among States in quality of program 
administration, size, and complexity. GAO does not believe 
that there is adequate cost-benefit analysis justification for 
FAME. The performance standards currently included in 
the FAMIS general systems design are inadequate for as- 
sisting the States in meeting the basic requirements of the 
law to design efficient and effective systems to administer 
the AFDC program. In addition, the performance standards 
are inadequate for evaluating whether State systems are 
performing efficientiy and effectively. The general systems 
design fails to address or inadequately addresses the inter- 
nal controls that States should design into their systems in 
order to produce timely and reliable information. Although 
the legislation also requires that State AFDC systems must 
be compatible with systems used to administer social serv- 
ice programs and Medicaid, GAO believes that FAMIS does 
not facilitate the development of integrated systems and 
thus, does not provide guidance to States on how FAMIS 
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can be incorporated in?o integrated systems in existence or 
under development 
Recommendations to Agencies: The Secretary of HHS 
should direct that requirements are developed to ensure 
that States which have county administered programs mini- 
mize the impact of county differences on the FAMIS devel- 
opment. These requirements should include provisions for 
predeveloped assessments of county differences and for 
formal agreements between the State and counties on the 
implementation of a statewide FAMIS-type system. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should direct HHS to develop require- 
ments to prevent expensive county-by-county implementa- 
tion of State systems. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should defer implementing P.L. 
96-265 nationwide until the FAMIS general systems design 
is fully tested in several States which have differences in 
program complexity, caseload size, and program adminis- 
tration. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should direct that HHS develop cost- 
benefit data on the FAMIS that applies to States with dif- 
ferent caseloads and error rates. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should direct that HHS expand the 
FAMIS general systems design to include adequate internal 
controls which would assist the States in meeting the re- 
quirements of the law. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should direct that HHS develop per- 
formance standards for assisting States’ system develop- 
ment activities and for evaluating State systems developed 
in accordance with the FAMIS general systems design. 
Status: No action initiated. Date action planned not known. 
The Secretary of HHS should direct that HHS identify ways 
to enhance the FAMIS general systems design so that it can 
be used as an integrated system for processing AFDC, 
Medicaid, Food Stamps, and social services program activi- 
ties. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

HHS has not officially responded to the report; however, it 
provided an advance copy of its overall comments to the 
report, in which it disagreed with the GAO recommenda- 
tions. On December 16, 1982, SSA officials said that no 
followup work has been done on the report because HHS 
has dropped the report recommendations from its track- 
ing system. The Senate Appropriations Subcommittee on 



Labor, Health and Human Services, and Education has 
expressed current interest in matters related to States’ 
productivity in administering the AFDC program, includ- 
ing the extent of use and quality of ADP support systems, 
and HHS efforts to promote effective ADP system devel- 
opment. Incentive funding, paid for approved system 
plans based on FAMlS requirements, with which GAO ex- 
pressed concern and on which the agency has not taken 
action, should be questioned during the HHS fiscal year 
1985 appropriation hearings. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Medicare’s Reimbursement Policies for Durable Medical Equipment Should Be Modified and Made More Con- 
sistent 
(HRD-81-140, 9-70-81) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Medicare-Medicaid Anti-Fraud and Abuse Amendments (P.L. 95-142). Social Security Act (42 U.S.C. 

1395). Social Security Amendments of 1965 (79 Stat. 286). Social Security Amendments of 1967 (81 Stat. 821). Social 
Security Amendments of 1972 (P.L. 92-603). Medicare Manual part B, 07080.1. 

Because of complaints from suppliers of durable medical 
equipment to Medicare beneficiaries in some southeastern 
States that they were not being treated fairly by the Health 
Care Financing Administration’s (HCFA) Atlanta regional 
office and Medicare carriers in that region, GAO was asked 
to look into selected Medicare reimbursement practices in 
Georgia, Alabama, Florida, and South Carolina in compari- 
son with other States. Specifically, GAO was asked to deter- 
mine: (1) whether standard hospital beds and wheelchairs 
are widely and consistently available to beneficiaries at the 
25th percentile; (2) whether suppliers in the HCFA Atlanta 
region were subject to different and more restrictive cover- 
age and reimbursement criteria than were being applied to 
suppliers in other areas; and (3) the appropriateness of oth- 
er payment practices and policies followed by carriers in the 
Atlanta region. 
Findings/Conclusions: There were large geographical areas 
in most of the States reviewed containing thousands of 
Medicare beneficiaries where standard wheelchairs and 
hospital beds were not available at the lowest charge level. 
This condition was less critical for rental than for purchases 
because more suppliers took assignment for rentals than 
for purchases. Because carriers do not accumulate data on 
the number or rate of assignments for these items, HCFA 
does not know what the assignment rates are or their pre- 
cise impact on availability. The unavailability of these items 
for purchase at the lowest charge levels tends to defeat the 
purpose of Public Law 95-142. In addition, there have been 
problems with developing, applying, and monitoring the 
provisions. The coverage and utilization screens used by the 
Atlanta region differ from those used in the Boston, San 
Francisco, and Kansas City regions. Even within the Atlanta 
region, carriers have differing requirements. Carriers in the 
Atlanta region were also the only carriers reviewed that used 
inherent reasonableness tests to assess the validity of dur- 
able medical equipment allowances. 
Recommendations to Agencies: The Secretary of the De- 
partment of Health and Human Services (HHS) should di- 
rect the Administrator of HCFA to discontinue applying the 
25th percentile on purchases because: (1) there are not 
enough data to compute it; (2) equipment is not widely and 

consistently available at the computed price; and (3) the 
limits tend to defeat the purpose of Public Law 95-142 

which would require purchase if less costly than rental. 
Status: No action initiated. Date action planned not known. 

The Secretary of HHS should direct the Administrator of 
HCFA to require carriers to compute data on assignments 
for items subject to the lowest charge levels to monitor the 
availability of such items. 
Status: Recommendation no longer valid/action not intend- 
ed. Although HHS acknowledges that the recommenda- 
tion has merit, it believes that its implementation would 
be too costly. 
The Secretary of HHS should direct the Administrator of 
HCFA, to inform beneficiaries, or their doctors, of where 
items can be acquired at or below the allowed amount or 
suppliers that usually accept assignment. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to ensure that the Medicare policies, practices, and 
coverage and utilization screens required by HCFA are con- 
sistently applied in all regions. 
Status: Action in process. 

The Secretary of HHS should direct the Administrator of 
HCFA to determine, to the extent practicable, the cost effec- 
tiveness of coverage and utilization screens before or during 
their implementation. 
Status: Action in process. 

Agency Comments/Action 

With respect to the recommendation for discontinuing the 
application of the 25th percentile of charges in computing 
responsible charges for equipment purchases, the agency 
has not changed the regulations but said that as a matter 
of practice it would try to avoid situations where there 
were not enough data available to justify application of the 
criteria. HHS does not plan to adopt the recommendation 
on computing data on assignment rates. HHS indicated 
that it has instructed its carriers to provide the information 
GAO recommended to anyone that requests it. It is imple- 
menting the recommendations to ensure the application 
of more consistent reimbursement and coverage screens 

through its annual evaluations of contractor performance. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Medicare Home Health Services: A Difficult Program To Control 
(HRD-81-155, 9-25-81) 

Budget Function: Health: Health Care Services (551 .O) 
Legislative Authority: Medicare-Medicaid Anti-Fraud and Abuse Amendments (P.L. 95-142). Omnibus Budget Reconcilia- 
tion Act of 1981 (P.L. 97-35). Social Security Act, Social Security Amendments of 1965. Social Securiv Amendments of 
1972.42 C.F.R. 400. 42 C.F.R. 405.237. 42 C.F.R. 405.1227. S. Rept. 89-404. 

GAO assessed various Medicare claims to determine the 
reasonableness and medical necessity of skilled nursing 
care and therapy, the need for home health aide services, 
and compliance with the homebound and other require- 
ments of the Medicare program. Aide services provide for 
the personal care of the beneficiary and represent about 
one-third of all visits provided under the program. Because 
family and friends provide similar services, GAO visited 150 
beneficiaries in their homes to determine if the use of home 
health aides was supplanting the support provided by family 
and friends. 
Findings/Conclusions: In a review of a sample of beneficiary 
medical files at 37 home health agencies, GAO found that 
27 percent of the home health visits were not covered un- 
der the program or were questionable. Two major reasons 
were that beneficiaries were not homebound and the serv- 
ices provided were not reasonable or medically necessary. 
GAO noted that other studies also disclosed similar results. 
GAO found that Medicare contractors or intermediaries 
deny few claims for payment because they receive from 
home health agencies little information on which to base a 
judgment. GAO found the homebound requirement of the 
program to be especially difficult to administer because of a 
lack of clear criteria as to the ambulatory status of the bene- 
ficiaries and the nature and frequency of absences born 
home. For 42 or 28 percent of the cases, GAO was of the o- 
pinion that the beneficiary was capable of self care or family 
or friends were willing and able to provide the services re- 
quired. GAO found several other factors which were ad- 
versely affecting proper utilization of the home health bene- 
fits: (1) physicians who authorize program services do not 
appear to be taking a very active role in the program; (2) 
Medicare contractors had little specific comparative infor- 
mation about the utilization practices of home health agen- 
cies; (3) the medical documentation in agency case files 
was often not complete; (4) home visits with beneficiaries 
are needed to verify various program requirements; and 
(5) contractors have little incentive to make proper cover- 
age determinations. 

Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Administrator of the 
Health Care Financing Administration to require home 
health agencies to submit a copy of the beneficiary’s medi- 
cal file where utilization exceeds the national guidelines 
mandated by the Omnibus Budget Reconciliation Act of 
1981. 
Status: No action initiated. Date action planned not known. 

The Secretaty of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
Gon to require intermediaries to obtain from home health 

agencies a copy of the medical file for a fixed percent of 
claims that do not exceed the national guidelines. 
Status: No action initiated. Date action planned not known. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to clarify and make more specific the criteria for deter- 
mining homebound status. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to require home health agency nurses and aides to 
specifically document the ambulatory status of beneficiar- 
ies, including the nature and frequency of absences from 
the home. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to clarify the criteria on the use of aides for homemaker 
type services. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to require that the estimated cost of the home health 
services to be provided be placed on the authorizing plan of 
treatment and recertifications. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to inform physicians of the overutilization of the home 
health benefit, program requirements, and their role in au- 
thorizing services. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to require intermediaries to apprise physicians of the 
noncovered services provided under plans of care they ap- 
prove. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to expand and improve on the use of comparative anal- 
ysis techniques to identify aberrant home health utilization 
patterns. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to emphasize to home health agencies the documenta- 
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tion requirements for clinical records and to strengthen the 
requirements. 
Status: Action in process. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to include home visits to beneficiaries as part of the on- 
site coverage audits of home health agencies. 
Status: No action initiated. Affected parties intend to act. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to revise the intermediary contractor evaluation pro- 
gram to provide for an assessment of the appropriateness 
of home health coverage determinations. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to develop a standard aide needs assessment guide 
which specifically assesses the availability and capability of 

family and friends to provide personal care setices and re- 
quire home health agencies to use it. 
Status: Action in process. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Adrninistra- 
tion to, where home health agencies provide aide services, 
require them to submit with their bills a copy of the aide 
needs assessment. 
Status: Action in process. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to address the issue of respite care, that is, if it is au- 
thorized under the program and, if so, under what cir- 
cumstances. 
status: Action in process. 
The Secretary of Health and Human Services should direct 
the Administrator of the Health Care Financing Administra- 
tion to establish a policy for the use of aides in situations 
where family members are able but appear unwilling or re- 
luctant to help the beneficiary with patient care. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The report contains 16 recommendations and, overall, the 
Department of Health and Human Services has taken little 
action to implement them. Because of the magnitude of 
the problems identified, GAO began a followup assign- 
ment on this report in February 1984. 
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DEPARTMENTOFHEALTHAIYDHUMANSElWICES 
Medicaid’s Quality Control System Is Not Realizing Its Full Potential 
(I-MD-82-6, 70-23-87) 

Budget Function: Health: Health Care Services (551 .O) 
Legislative Authority: 42 C.F.R. 431.801. 42 C.F.R. 431.802. P.L. 95-216. P.L. 96-123. H.R. 4389 (96th Cong.). 

Based on data from the Medicaid Quality Control (MQC) 
Program, the Health Care Financing Administration (HCFA) 
estimates that about $1.2 billion in erroneous Medicaid pay- 
ments are made annually. GAO reviewed the program be- 
cause it is a primary means of identifying actions needed to 
reduce erroneous Medicaid payments. 
Findings/Conclusions: The MQC fiscal disallowance 
designed to encourage lower error rates has not totally 
achieved’the desired results. Their size represents such a 
potentially severe penalty for missing error rate targets that 
the States generally have resisted citing errors, often based 
on their interpretations of HCFA regulations. The HCFA 
reactions to this resistance and its attempts to ensure de- 
fensible error rates have created an adversary relationship 
between it and the States. MQC reviewers correctly worked 
most of the cases; however, GAO found enough errors, un- 
reviewed claims, and questionable practices to cast doubt 
on the accuracy of the base period error rates. Because the 
MQC system deals with relatively small samples of cases, 
even one case incorrectly reviewed can potentially have a 
significant effect on a State. HCFA has not provided effec- 
tive leadership or clear direction for the MQC corrective ac- 
tion program. Consequently, it is not as effective as it could 
be. The data produced from the MQC system have been of 
limited value to States in their corrective action because: (1) 
the claims processing data are outdated before they are 
available and do not report problems on some types of 

. . . 
claims; (2) claims paid because of retroactive ellglblllty are 

. . 
never reviewed: (3) the ellglblllty data overstate the potential 
savings from correcting errors and thus complicate the 
corrective action process; and (4) the review criteria do not 
identify all program weaknesses and the third-party data do 
not evaluate States’ third-party recovery efforts. 
Recommendations to Congress: Congress should consider 
enacting legislation suspending its directive for Federal fis- 
cal sanctions against the States’ based Medicaid quality 
control error rates to allow time for HCFA and the States to 
develop and implement a system free of weaknesses. 
Status: Action completed. 

Congress should consider enacting legislation providing fis- 
ca1 incentives similar to those in the Aid to Families with De- 

pendent Children Quality Control Program for States main- 
taining low error rates. 
Status: Recommendation no longer valid/action not intend- 
ed. Section 133 of the Tax Equity and Fiscal Respona- 
bility Act of 1982 amended the penalty provision associ- 
ated with the Medicaid quality control program but did 
not include this recommendation. 
Congress should consider enacting legislation changing the 
formula for determining Federal fiscal penalties to one 
which reduces only the Federal participation in administra- 
tive expenses. 
Status: Recommendation no longer valid/action not intend- 

ed. Section 133 of the Tax Equity and Fiscal Responsi- 
bility Act of 7982 amended the penalty provision associ- 
ated with the Medicaid quality control program but did 
not include this recommendation. 

Recommendations to Agencies: The Secretary of the De- 
partment of Health and Human Services (HHS) should di- 
rect the Administrator of HCFA to require HCFA Medicaid 
quality control reviewers to determine the extent of verifica- 
tion necessary for a case before examining State Medicaid 
quality control files. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagreed with the recommendation and 
intends to take no action. GAO believes the recommen- 
dation is valid, but a followup review would not be war- 
ranted until the recent changes in the law have been im- 
plemented. 

The Secretary of HHS should direct the Administrator of 
HCFA to reemphasize the need for HCFA Medicaid quality 
control reviewers to follow established procedures designed 
to assure independent HCFA re-reviews. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to designate within HCFA central and regional offices 
clear responsibility for and authority to carry out the Medi- 
caid quality control corrective action program. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to issue a corrective action manual for assisting the 
States in developing strong corrective action programs. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
f-WA to improve Medicaid quality control procedures by 
selecting the Medicaid quality control claims processing 
and third-party liability sample from the universe of claims 
paid during the review month, including claims paid for re- 
troactively eligible cases, which would separate the claims 
processing sample for the eligibility sample. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to improve Medicaid quality control procedures by 
changing the method of reporting Medicaid quality control 
errors to include estimates of the potential savings available 
from eliminating Medicaid eligibility determination errors. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to improve the Medicaid quality control procedures 
by adding an evaluation of the States’ third-party recovery 
efforts to Medicaid quality control review. 

Status: Action in process. 



The Secretary of HHS should direct the Administrator of 
HCFA to improve Medicaid quality control procedures by 
making the ultimate criteria for determining Medicaid quali- 
ty control errors the Federal Medicaid regulations instead of 
the States’ Medicaid plans when the two are inconsistent. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagreed with this recommendation 
and intends to take no action. GAO believes the recom- 
mendation is valid, but a followup review would not be 
warranted until the recent changes in the law have been 
implemented. 

Agency Comments/Action 

The agency has prepared and issued a corrective action 
manual to assist States in correcting problems identified by 
the quality control program. HHS has designated an office 
to administer the corrective action program. States are now 
permitted to select the claims processing sample from paid 
claims. 

Section 133 of the Tax Equity and Fiscal Responsibility 
Act of 1982 suspended the congressional directive to re- 
duce, based on quality control results, Federal sharing in 
State Medicaid costs until the third and fourth quarters of 
fiscal year 1983. Section 133 also defined erroneous 
Medicaid payments in such a way as to overcome the dif- 
ficulties with the previously reported quality control results 
as pointed out in the report. GAO recommended that the 
agency take this action. The agency has prepared and is- 
sued a corrective action manual to assist States in 

correcting problems identified by the quality control pro- 
gram. HHS has designated an office to administer the 
corrective action program. States are now permitted to 
select the claims processing sample from paid claims. 



DEPARTMENTOFHEALTHANDHUMANSERWCES 

Speeding Up the Drug Review Process: Results Encouraging but Progress Slow 
(HRD-82-76, 17-23-87) 

Budget Function: Health: Health Research (552.0) 
Leglslatlve Author&: Food, Drug and Cosmetic Act (21 USC. 301). 

GAO reviewed the Food and Drug Administration’s (FDA) 
drug review process to determine the status and effective- 
ness of the FDA efforts to reduce the processing time of 
new drug applications. The review concentrated on three 
areas: (1) recent new drug application approval data to 
determine whether FDA was making progress in speeding 
up the process, (2) a number of recent FDA initiatives 
aimed at speeding up the drug review process to determine 
the status of their implementation, and (3) other sugges- 
tions that have been made to speed up the drug review 
process and to determine the extent to which they might be 
implemented by FDA. GAO compared the time required to 
approve new drug applications received by FDA during fis- 
cal years 1976 and 1977 with the time required to approve 
those received in fiscal years 1979 and 1980. 

Flndlngs/Concluslons: FDA has made some progress in 
reducing processing time for new drug applications, partic- 
ularly for important new drugs. The review showed that ap- 
plications for approval of important new drugs received in 
fiscal years 1979 and 1980 were processed an average of 
36 percent faster than similar applications received in fiscal 
years 1976 and 1977. However, progress among the six 
FDA reviewing divisions has not been consistent; four divi- 
sions have increased review time. FDA efforts to speed up 
the review of chemistry data by having firms submit this in- 
formation for drugs classified as major or modest therapeu- 
tic advances before submitting the full new drug application 
can help expedite review, but firms rarely do this. Because 
FDA requirements for giving priority review to important 
new drug applications have not been communicated in 
writing, many reviewers have not understood the FDA prior- 
ity and, therefore, treat some important drugs no differently 
from other drugs. Validation of the methods used by the 
sponsor to insure the quality, strength, purity, and identity of 
a drug continues to take much longer than the FDA 45-day 
goal despite FDA efforts to speed up the process. Additional 
efforts are needed to speed up the work of the Biometrics 
Division and the Biopharmaceutics Division. These divi- 
sions’ data requirements are not being adequately com- 
municated to new drug application sponsors. Finally, re- 
viewers in some FDA divisions wait until they are well into 
their review before identifying the material to be reviewed by 
these divisions. 

Recommendations to Agencies: The Secretary of HHS 
should direct the FDA Commissioner to revise the FDA sys- 
tem used in measuring FDA progress to provide for the 
types of comparisons identified in this report. 
Status: Recommendation no longer valid/action not intend- 
ed. FDA will continue to use the same system in effect to- 
day to monitor its progress in achieving its goals. Ac- 
cording to FDA, a data base for making comparisons 
with past performance has been developed and such in- 

formation is repotted to the Office of the Secretary on a 
quarterly basis. 
The Secretary of HHS should direct the FDA Commissioner 
to develop an accurate computerized data base on which 
such a system would draw by correcting the errors in the 
existing computerized data base. 
Status: Action completed. 

The Secretary of HHS should direct the FDA Commissioner 
to notify all applicants individually when they have an impor- 
tant new drug that is a candidate for pre-new-drug applica- 
tion submission of manufacturing and controls data, but 
emphasize that they should presubmit these data only if 
they are complete and in final form. 
Status: Action completed. 

The Secretary of HHS should direct the Commissioner of 
FDA to communicate in writing to all new drug application 
reviewers the FDA priority review requirements. Such re- 
quirements should emphasize the need to: (1) begin the re- 
view of important drugs ahead of others; (2) notify new drug 
application sponsors immediately after the chemist, phar- 
macologist, and medical officer have completed their 
respective reviews; and (3) request work from FDA support 
groups, such as validating laboratories, early in the review 
process. 
Status: Action completed. 

The Secretary of HHS should direct the FDA Commissioner 
to decide what FDA will require for methods validation, 
communicate these requirements to new drug application 
sponsors and all FDA review and laboratory chemists, and 
establish controls to see that these requirements are fol- 
lowed. 
Status: Action in process. 

The Secretav of HHS should direct the FDA Commissioner 
to expedite the FDA review of the draft biopharmaceutical 
guidelines and make them available to new drug applica- 
tion sponsors as soon as this review is completed. 
Status: Action in process. 

The Secretary of HHS should direct the FDA Commissioner 
to establish a guideline for requesting biopharmaceutical 
&dies and see that biopharmaceutical requests are made 
in a timely fashion. 
Status: Action completed. 

The Secretary of HHS should direct the FDA Commissioner 
to make statistical guidelines available to all new drug appli- 
cation sponsors as soon as they are completed. 
Status: Action in process. 

The Secretary of HHS should direct the FDA Commissioner 
to make sure that medical officers involve the Division of 
Biometrics statisticians early in the new drug application re- 

view process. 
Status: Action completed. 
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The Secretary of HHS should direct the FDA Commissioner 
to prepare a report to the Chairman, Subcommittee on Nat- 
ural Resources, Agriculture Research and Environment, 
House Committee on Science and Technology, detailing 
each change it has made or plans to make to speed up the 
drug approval process and estimating the amount of review 
time the change has saved or is expected to save. 
Status: Action in process. 
The Secretary of HHS should direct the FDA Commissioner 
to publish annually quantitative data showing approval rates 
for each type of drug, such as new molecular entities, new 
salts, and new formulations by each reviewing division, for 
use by program officials and Congress. 
Status: Recommendation no longer valid/action not intend- 
ed. FDA annually publishes a new drug evaluation brief. 
ing book which reports statistics on various aspects of 
the new drug approval process including numbers and 
approval times. FDA does not believe that reports on the 
small number of applications reviewed by individual divi- 
sions and comparisons among divisions would be either 
appropriate or meaningful. 

Agency Comments/Action 

On October 19, 1982, FDA published in the Federal Re- 
gister a proposed revision to its regulations governing the 
approval for marketing of new drugs. As of February 23, 
1984, the new drug application final rules were being re- 
viewed by the Secretary of HHS. The investigation of new 
drug application proposed rules, completed in June 1983, 
are now being revised by FDA. FDA anticipates the publi- 
cation of a notice of proposed rulemaking by June 1984. 
According to FDA, these changes, if implemented, could 
reduce by about 6 months the time required to review 
new drug applications and reduce the annual cost associ- 
ated with new drug applications by about $2.5 million. 
The proposed regulations address many of the concerns 
about the drug review process previously expressed by 
GAO and others. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Solving Social Security Computer Problems: Comprehensive Corrective Action Plan and Better Management 
Needed 
(HRD-82-19, 12-10-81) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Privacy Act of 1974. Small Business Act. 41 C.F.R. 
l-4.1 109-2. F.P.M.R. 1&-35.206(c). P.L. 96-265. 

Serious problems continue to plague the Social Security 

Administration’s (SSA) automatic data processing (ADP) 
operations. SSA and the Department of Health and Human 
Services (HHS) agreed in May of 1981 that inefficient com- 
puter software, inadequate hardware capacity, and systems 
personnel deficiencies have created an ADP systems crisis 
at the agency. Major problems have combined to create an 
ADP environment in which the SSA ADP systems managers 
react to crises rather than use planned approaches for solv- 
ing ADP problems. 

Findings/Conclusions: The current multifaceted ADP crisis 
at SSA has resulted from longstanding weaknesses in agen- 
cy ADP planning and management. Since 1974, GAO has 
issued 32 reports discussing ADP-related planning; improp- 
er development and modification of systems and software; 
deticiencles in equipment acquisition and operation, Includ- 
ing the acquisition of telecommunication resources; and 
the fatlure to provide adequate privacy protectJon and secu- 
rity components. A comprehensive, agencywide, long-term 
plan is an essential prerequisite to effective long-range ADP 
planning. SSA has not developed such a plan. Without 
such a plan, the ongoing efforts by SSA to develop a long- 
range solution to its current ADP problems are unlikely to 
respond adequately to its emerging long-term program and 
systems needs. If properly developed and implemented, this 
plan should go a long way toward putting the SSA systems 
on the road to recovery. Developing effective plans and 
making them work are tasks which will require much better 
overall ADP planning and management than SSA has 
demonstrated. 

Recommendations to Congress: Congress should periodi- 
cally review SSA efforts to develop and implement its auto- 
matic data processing systems’ corrective action plan. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of HHS 
should supplement existing staff with outside automatic 
data processing support wherever applicable, but especially 
for the rewriting of existing application software and the de- 
velopment of new application programs. In all such cases, 
SSA should correctly determine the status of sofhvare de- 
velopment at the point of contracting and then develop and 
manage the contracts very carefully. 
Status: Action in process. 

The Secretary of HHS should reexamine current large-scale 
systems, Identify those having poor equipment configura- 
tions causing excessive overhead, and reconfigure this 
equipment wherever possible. 
Status: Action in process. 

The Secretary of HHS should carefully screen prospective 

suppliers of computer time to make sure that they can pro- 

vide adequate privacy protection and security for SSA data. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of HHS should determine whether the poten- 
tial disadvantages associated with processing future appli- 
cation programs in the concentrators, such as deteriorating 
response times and competitive upgrade or replacement 
restrictions, outweigh the advantages of this approach, such 
as simplifying software maintenance, before deciding where 
in the telecommunications network such future applications 
may be processed. 
Status: Action in process. 

The Secretary of HHS should complete the structuring of 
the SSA comprehensive long-range planning process. 
Status: Action in process. 

The Secretary of HHS should begin to plan for completely 
redesigning the SSA major automatic data processing sys- 
tems, including competitive replacement of hardware, to 
correspond with the overall agencywide plan. 
Status: Action in process. 

The Secretary of HHS should review all prior GAO recom- 
mendations for improving SSA systems and implement 
those still applicable. HHS should similarly review the 
numerous other systems studies performed at SSA and im- 
plement the recommendations as appropriate, especially 
those directed to solving recurring problems. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

HHS stated that it agrees with the thrust of the recom- 
mendations and indicated that its systems modernization 
decisions at SSA will reflect consideration of the recom- 
mendations. In response to a March 1982 request from 
Senator Chiles, GAO reviewed the SSA “Systems Modern- 
ization Plan,” the comprehensive corrective action plan is- 
sued by SSA in February 1982. In the report on that re- 
view (HRD-82-83), GAO indicated that, in developing the 
plan, SSA appeared to have complied with the thrust of 
most of the recommendations in HRD-82-19, and noted 
that successful implementation of the plan would deter- 
mine whether it would really solve the pressing ADP sys- 
tems problems of SSA. GAO stated that, during the 
course of planned future work at SSA, it would further as- 
sess systems modernization activities. That work began in 
August 1983 and will continue uninterrupted throughout 
most of 1984, after which intermittent GAO review efforts 
will occur for the remainder of the 7 to lo-year plan im- 
plementation period. Because agency actions to imple- 
ment most of these recommendations will continue 
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throughout that 7 to lo-year period, recommendation sta- 
tus in most cases will probably not change until imple- 
mentation is completed. 

The House Committee on Government Operations, which 
requested the GAO report, issued its own report on SSA 
ADP systems problems on September 30, 1982. That re- 
port cited information contained in HRD-82-19. Further, in 
July 1983, GAO began, at the request of the Committee, 
a major review of SSA progress in implementing the ADP 
corrective action plan and its systems modernization 
progress, for use in upcoming appropriations hearings. 
The Committee used several of the 17 questions provided 
by GAO in questioning the agency during April 7, 1983, 
hearings, and subsequently directed SSA to correct 
several deficiencies in its ADP corrective action plan which 
GAO identified in HRD-82-83. In September 1983, this 
committee directed SSA to make further plan modifica- 
tions and directed GAO to continue monitoring plan im- 
plementation. 
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DEPARTMENTC9FHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMlNlSTRATlON 

Guidance and Information Needed on the Use of Machine Readable Claims Under Medicare and Medicaid 
(HRD-82-30, 12-76-81) 

Budget Function: Health: Health Care Services (55 1 .O) 

GAO surveyed the: (1) extent that Medicare and Medicaid 

providers use machine readable claims and billing service 
companies; and (2) implications of their use on claims 
processing agent operations such as administrative costs, 
utilization and quality control reviews, and reimbursement 
determinations. GAO was also interested in whether there 
were any potential conflicts of interest between claims proc- 
essing-agents and billing service companies. 

Findings/Conclusions: The Health Care Financing Adminis- 
tration (HCFA) needs to improve controls over machine 
readable claim systems in use under Medicaid and should 
obtain information so that it can develop policies for imple- 
menting the most effective and efficient systems for proc- 
essing such claims. HCFA has established controls for the 
use of machine readable claims in the Medicare program, 
but not in the Medicaid program. In addition, it has not is- 
sued similar guidelines to State Medicaid agencies or assist- 
ed them in developing machine readable claims systems. 
State Medicaid agencies using fiscal agents could experi- 
ence problems if fiscal agents have ownership interests in 
billing companies because potential conflicts of interest 
could arise from the relationship between the fiscal agent 
processing the claims and the billing company submitting 
them. Although there is no HCFA guidance for the Medicaid 
program on this conflict of interest issue, HCFA has 
developed a proposed new Medicaid Management Informa- 
tion System which requires States to be able to receive in- 
patient hospital claim data in the machine readable format 
required by the Medicare Program. However, the system‘s 
requirements will not establish any guidelines for the use of 
machine readable claims. HCFA needs to gather and 
analyze data on the benefits of machine readable claims. 
Limited available data show that machine readable claims 
offer significant potential savings to the Federal Govern- 
ment and the States because may they reduce the number 
of audits and this could result in reductions In administra- 
tive costs. 

Recommendations to Agencies: The Administrator of HCFA 

should gather and analyze sufficient data on the different 

types of machine readable claims systems used by Medi- 
care and Medicaid claims processing agents to determine 
their relative costs and benefits so policies encouraging the 
most effective and efficient systems for Medicare and Medi- 
caid can be developed. 
Status: Action in process. 

The Administrator of HCFA should establish an acceptable 
error rate for machine readable claims and revise current 
policy on onsite verification audits to allow less frequent au- 
dits of providers demonstrating compliance rates that meet 
the established requirements. Medicaid requirements 
should be made compatible with Medicare requirements so 
that a single audit for both programs would be possible. 
Status: Action in process. 

The Administrator of HCFA should issue guidance similar 
to that under Medicare which will assist State Medicaid 
agencies in implementing machine readable claim systems 
and in establishing controls for their use. 

Status: Recommendation no longer valid/action not in- 
tended. The agency stated that it plans to take no ac- 
tion. GAO believes that the recommendation is valid 
and that implementation of it would provide assurance 
that only valid Medicaid claims are paid. 

Agency Comments/Action 

The agency is conducting a study to determine the cost ef- 
fectiveness of electronic billing. The agency agrees in prin- 
ciple with the recommendations related to Medicare. The 
agency apparently also agrees in principle with the Medicaid 
recommendations but states that it does not anticipate im- 
plementing them because of the administration’s concern 
with the reduction of the burden of Federal regulations and 
directions on the States and because of the Paperwork 
Reduction Act of 1980. 
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DEPARTMENT OF HEALTH AND lKWiAPY( SERVICES 

Physician Cost-Containment Training Can Reduce Medical Costs 
(HRD-82-36, 2-4-82) 

Budget Function: Health: Education and Training of Health Care Work Force (553.0) 

GAO reviewed the current status of cost-containment train- 
ing for physicians in medical schools. residency programs, 
and continuing medical education. 

Findings/Conclusions: GAO found that the collective deci- 
sions of the Nation’s physicians greatly affect the national 
demand for and utilization of medical resources. 
Knowledge of cost-containment principles is an important 
element in efforts to control health care costs, and cost- 
containment training is an important first step in these ef- 
forts. Medical schools and residency training programs 
have led the way in developing programs to increase physi- 

cian sensitivity to the cost of health care and to train their 
students in methods and techniques for providing cost- 

effective care. However, these programs vary widely in ap- 
proach, content, and emphasis because health care cost 

containment is still a relatively new issue for which no 
standard teaching and training approach has been 
developed. The commitment of medical school faculties 
will determine the extent of further development of cost- 
containment training programs. GAO believes that one pos- 
sible means to increase faculty and student sensitivity to the 
importance of such training could be the inclusion of cost- 
containment material in required medical examinations. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should provide impetus to the contin- 
ued development and expansion of physician cost- 

containment training by monitoring the medical 
profession’s progress as it incorporates such training into 
medical curricula and by providing funding on a carefully 
selected basis for seminars and conferences at which medi- 
cal school faculty and residency program directors can de- 
velop and share strategies, approaches, and methods for 
teaching cost-effective medicine. 
Status: Action in process. 

Agency Comments/Action 

HHS concurred with the intent of the GAO recommenda- 

tion. However, it believes that, because there are variances 
among medical schools regarding the content, emphasis, 

and approach to cost containment training, such training 
should not be monitored until it is better defined and pro- 
ven effective. HHS said it is investigating options for inno- 
vation in the training spectrum of medical students and 
physicians with respect to cost containment, but it does 
not believe that seminars and conferences would have 
much impact on reducing overall health care costs. In 
September 1983, HHS awarded a 24-month contract to 
the Southern Illinois University School of Medicine to re- 
view cost containment educational efforts and develop a 
cost containment educational model that can be adapted 
to a variety of primary care programs for medical students 
and residents and integrated into the curricula. 
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SOCIAL SECURITY ADMlNlSTRATlOM 

Social Security’s Field Office Management Can Be Improved and Millions Can Be Saved Annually Through In- 
creased Productivity 
(HRD-82-47, 3-19-82) 

Budget Function: Income Security: General Retirement and Disability Insurance (601 .O) 
Legislative Authority: Social Security Act. Social Security Amendments of 1980 (P.L. 96-265). 

GAO reviewed selected Social Security Administration 
(SSA) field office operations. 
Flndlngs/Concluslons: GAO found that SSA can save mil- 
lions of dollars annually by improving the management and 
productivity of its field offices. Gains can be achieved by: (1) 
establishing field office productivity goals and increasing 
management focus on potential productivity gains; (2) im- 
proving field office management information systems to 
improve the management and monitoring of goals; (3) im- 
proving headquarters communications to field offices, In- 
cluding improving the design and control of forms used by 
field offices; and (4) increasing automation of field office 
clerical tasks, program eligibility decisions, and benefit 
computations. SSA measures three dimensions of field of- 
fice work: processing time, quality, and productivity. Some 
of the improvements in processing time and quality are at- 
tributable to improved computer support and new tech- 
niques. Management interest in productivity would achieve 
improvements in that area. Field office personnel need sim- 
ple and clearly written operating instructions. GAO tested 
the readability of several instructions by applying a fog index 
which approximates the number of years of education 
needed to read and understand SSA instructions. To under- 
stand the material required at least 15 years of education. 
However, GAO believes that the continuing problems that 
SSA has with instructions demonstrates a need for more 
field testing of and increased controls over the instructions. 
The lack of data and design standards for SSA forms result 
in inconsistencies between forms, which hamper produc- 
tivity and lead to errors. 
Recommendations to Agencies: The Commissioner of SSA 
should establish productivity goals for field operations a- 
long with accurate and reliable systems to monitor them. 
Status: Action in process. 

The Commissioner of SSA should develop and Implement 
an automated field office workload control and manage- 
ment information system for managing the workload and 

appraising individual employee performance. 
Status: Action in process. 

The Commissioner of SSA should establish in the central 
office a focal point accountable for the quality and utility of 
instructions and forms, and the focal point should be 
responsible for assessing the impact of changing instruc- 
tions and forms on field office operations and personnel 
and for field testing instructions and forms. 
Status: Recommendation no longer vahd/action not intend- 
ed. The agency stated that there is one organization 
responsible. The assessment of ongoing impact of 
changes should be and now is the responsibility of those 
using the documents. 
The Commissioner of SSA should establish and enforce 
standards for common data. Handling common data in a 
consistent manner may reduce operational complexity, the 
number of forms currently in use. and the potential for er- 
rors. 
Status: Action in process. 

The Commissioner of SSA should aggressively pursue op- 
portunities to improve field office productivity through in- 
creased automation to field office tasks, and achievement 
of these opportunities should be an integral part of any SSA 
plan for resolving the current computer system problems. 
Status: Action in process. 

Agency Comments/Action 

SSA agreed with all GAO recommendations with the ex- 
ception of the one which recommended that the Com- 
missioner of SSA address the quality and utility of instruc- 
tions and forms. The remaining recommendations are in 
the process of being implemented via the SSA Systems 
Modernization Plan efforts. The most recent estimate for 
implementation of ADP improvements relative to these 
recommendations is the third quarter of fiscal year 1985. 
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Need To Establish Medicaid Standards for intermediate Care Facilities for the Mentally Ftetarded 
(t-MD-82-57, 4-16-82) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act. 42 C.F.R. 442. 42 C.F.R. 442.30(a). 42 C.F.R. 442.30(b). 42 C.F.R. 442.105(a). 
P.L. 92-223. - 

GAO reviewed the growth of small, community-based inter- 
mediate care facilities for the mentally retarded (ICFIMR), 
primarily in New York State. 
Findings/Conclusions: In certain circumstances, States can 
temporarily waive compliance with Federal ICF/MR stand- 
ards and can certify for Medicaid reimbursement facilitres 
which do not meet all of the standards. With few exceptions, 
the ICFIMR’s having 15 clients or fewer initially certified by 
New York State had major deficiencies. and more than half 
still had major deficiencies when recertified. The Health 
Care Financing Administration (HCFA) is attempting to re- 
cover about $7 million of Federal Medicaid funds which It 
believes were inappropriately provided to those facilities 
since their initial certification. Medicaid payments for serv- 
ices in an ICF/MR are authorized if the facility’s primary pur- 
pose IS to provide health or rehabilitation services for men- 
tally retarded individuals, the facility meets the HCFA stand- 
ards, and individuals in the facility are receiving active treat- 
ment. Regulations allow termination of provider agree- 
ments based on recurring deficiencies. However, the regu- 
lations do not define when a facility’s capacity to give ade- 

quate care is seriously limited or provide adequate guid- 
ance as to when a State should deny certification because 
of a lack of active treatment Appropriate guidelines would 
assure that clients rec&ve adequate care, Medicaid funds 
are appropriately spent. and regional offices have guidelines 
to review State programs. 
Recommendations to Agencies: The Secretary of HHS 
should direct the Administrator of the Health Care Financ- 
ing Administration to establish which standards for inter- 
mediate care facilities for the mentally retarded cannot be 
waived and must be met before a State can certify a facility 
as eligible for Medicaid reimbursement. 
Status: Action in process. 

Agency Comments/Action 

HHS agreed that there have been problems in certifying 
small intermediate care facilities for the mentally retarded 
for Medicaid participation. ICFiMR standards are being 
revised and are undergoing HCFA review and discussion. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

Discontinuing Social Security’s Current/y Insured Benefit Provision Would Save Millions and E/iminate /nequi- 
ties 
(HRD-82-51, 4-23-82) 

Budget Function: Income Security: General Retirement and Disability Insurance (601 .O) 
Legislative Authority: Social Security Act. 

GAO reviewed the Social Security Administration’s eligibility Social Security Act is amended by striking out the words “or 
insurance provisions, known as the currently insured provi- currently” wherever they may appear in connection with the 
sion. status of an individual insured under this title. 
Findings/Conclusions: Social Security’s currently insured Status: No action initiated. Date action planned not known. 
benefit eligibility insurance provision no longer has 
relevance. Discontinuance of the provision could save So- 

Congress should amend the Social Security Act to elim- 

cial Security’s trust funds about $180 million through 1990 
inate the currently insured provision. Suggested language 
to implement this recommendation includes: Sectlon 

and will not affect survivors now receiving benefits. Further, 214(b) of the Social Security Act is repealed. 
discontinuance will end some inequities to survivors of fully Status: No action initiated. Date action planned not known. 
insured workers and to some survivors of workers who do 
not qualify for benefits. 
Recommendations to Congress: Congress should amend 
the Social Security Act to eliminate the currently insured 
provision. Suggested language to implement this recom- 
mendation includes: These amendments shall be effective 

Agency Comments/Action 

in determining the insured status of individuals who die 
after [the effective date to be determined]. 
Status: No action initiated. Date action planned not known. 

Congress should amend the Social Security Act to elim- 
inate the currently insured provision. Suggested language 
to implement this recommendation includes: Title II of the 

The Social Security Administration (SSA) responded to 
the report but did not comment on the recommendations. 
SSA had previously (1979) proposed legislation to elim- 
inate the currently insured entitlement provisions, but it 
was never introduced. 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Complete and Accurate information Needed in Social Security’s Automated Name and Number Files 
(HRD-82-18, 4-28-82) 

Budget Function: Income Security: General Retirement and Disability Insurance (601 .O) 
Legislative Authority: Social Security Act. 

In response to a congressional request, GAO reported on 
the need for the Social Security Administration (SSA) to im- 
prove the information in its automated name and number 
files and to improve its social security number issuance 
process. 
Findings/Conclusions: Some of the information in the SSA 
name and number files is incomplete, inconsistent, or inac- 
curate. These files are used by SSA in issuing social security 
numbers, claims processing, resolving discrepancies, veri- 
fying identification information, and carrying out other im- 

portant functions. The name and number files should have 
only one individual associated with each number. However, 
the SSA number file has records that have the same 
number but the identifying information does not appear to 
represent the same person. SSA has identified and is 
correcting about 2.1 million such records. In addition, nei- 
ther the name nor number files contain complete and accu- 
rate identifying information for all of the numbers issued. In 
some cases, records of original applications are missing or 
the information is incomplete or inaccurate. Quality assess- 
ments show a continuous increase in the rate of errors 
found in identifying information. The inadequate training of 
newly hired employees contributed to the breakdown in the 
issuance process. Controls over applications in process and 
safeguards over blank cards were also inadequate. SSA is 
currently correcting some of these problems in its number 
file and is implementing a new SSA number application 
processing system. This system will replace the existing 
processes and channel all SSA number applications 
through one control process and subject this information to 
much closer scrutiny. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 
SSA to determine the extent of incomplete and inaccurate 

information in the name and number files and the impact 
that such erroneous data have on social security claimants 
and on the efficient, effective, and economical operation of 
the files. SSA should then eliminate as many deficiencies as 
possible. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to improve the editing and 
screening processes to further verify information and re- 
duce the amount of incomplete and inaccurate Information 
entering the files due to errors caused by keying and manu- 

al social security number processing. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to establish tighter controls over 
social security number applications in process and blank 
social security cards, particularly at teleservice centers and 
district offices. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to provide tralnlng to field office 
personnel who accept social security number applications 
to ensure that the required documentation IS obtained and 
applications are checked for completeness and accuracy 
before the data are entered into the automated system. 
Status: Action completed. 

Agency Comments/Action 

HHS agreed with the GAO findings and recommendations 
and stated that, since the GAO review, major progress had 
been made in improving social security number file infor- 
mation and the issuance process. SSA estimates that all ac- 
tion will be completed by September 1984. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Examination of the Social Security Administration’s Systems Modernization Plan 
(HRD-82-83, 5-28-82) 

Budget Function: Automatic Data Processing (990.1) 

In response to a congressional request, GAO conducted a 

limited review of the Social Security Administration’s (SSA) 
Systems Modernization Plan (SMP). 
Findings/Conclusions: GAO found that, by the end of pro- 
jected 5-year implementation penod for the SMP, SSA can 
be expected to make major improvements in its automated 
systems through using modern automatic data processing 
technology. However, it will probably take at least 7 to 10 
years or longer to fuily implement all of the improvements 
contained in the SMP, and this will require the provision of 
needed funds for each year of the SMP implementation. 
Recorhmendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 
SSA to expedite efforts to identify the causes of and elim- 
inate the apparent capacity saturation problems now limit- 
ing the effective use of the SSA program testing systems. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of SSA to follow the generally accepted 
systems development and modification standards to be es- 
tablished under the Systems Modernization Plan and not 
compromise them to meet any arbitrarily established com- 
pletion dates. 
Status: Action in process. 

The Secretary of Health and Human Services should drrect 
the Commissioner of SSA to use the annual Systems 
Modernization Plan review and revision process to evaluate 
alternative corrective actions, adjust estimated completion 
dates, and revise resource requirements as appropriate. 
Status: Action in process. 

The Secretary of Health and Human Services (HHS) should 
direct the HHS senior official for information resources 
management to begin and maintain monitonng of the Sys- 
tems Modernization Plan rmplementation as part of con- 
tinuing HHS efforts to improve information resources man- 
agement. 
Status: Action In process. 

Agency Comments/Action 

In its comments, HHS noted that the findings, conclu- 
sions, recommendations, and insights contained in this 

report were helpful in getting the SSA systems moderniza- 
tion off to an effective start. Specifically, the agency 
agreed with all four recommendations in the report. AS of 
May 1983, GAO had observed SSA and HHS actions to 
implement all four of them. Many of these actions, howev- 
er, will extend throughout the 7 to IO-year SMp imple- 
mentation period. In response to two subsequent con- 
gressional requests, GAO will be looking further at SMP 
implementation progress through 1984. including further 
agency actions to comply with the three open recommen- 
dations. 

On September 30, 1982, the House Committee on Gov- 
ernment Operations issued its own report on the SSA 
ADP systems problems, citing portions of the GAO report. 
and in July 1983, its Chairman requested GAO to further 
review certain aspects of SSA efforts to make improve- 
ments. In November 1982 and April 1983, GAO prepared 
17 questions on the SSA ADP problems and its systems 
modernization progress for the staff of the Senate Appro- 
priations Committee, Subcommittee on Labor, Health and 
Human Services, and Education for use in hscal year 
1984 appropriations hearings held on April 7. 1983. The 

Committee’s report on H.R. 7205, making fiscal year 1983 
appropriations for HHS and related agencies, included 
language citing the GAO report, directing SSA to correct 
several plan deficiencies specifically identified by GAO, 
and providing for additional funding flexibility as discussed 
in the report. The Committee subsequently requested 
GAO to follow up on SSA compliance with these drrec- 
tives to modify the plan and to continue monitoring plan 
implementation. 
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DEPARTMENTOFHEALTHAMDHUMANSERVICES 

BUREAU OF HEALTH FACILITIES 

Administration of Hill-Burton Assurances and Loan Assistance Program Needs To Be Improved 
(MD-82-87, 6-3-82) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Public Health Service Act. 

GAO summarized the inFormal recommendations which 
were made to program officials during a recent review of 
the administration of the Hill-Burton Program by the De- 
partment of Health and Human Services (HHS). 
Findings/Conclusions: GAO felt that HHS Bureau of Health 
Facilities (BHF) should Formally dismiss uncompensated 
care complaints on file For over 12 months to reduce the 
large backlog of complaints and allow individuals to pursue 
legal action promptly. In the future, BHF should formally 
dismiss complaints not resolved within 6 months. BHF 
should develop systematic followup procedures to ensure 
that facilities correct violations noted during complaint in- 
vestigations and compliance assessments. BHF should ob- 
tain uncompensated care compliance information From the 
hundreds of Facilities which are scheduled to reach the end 
of their 20-year obligation to determine why they have not 
requested closeout assessments and whether they have 
reached their compliance levels. BHF and the Office of Civil 
Rights should also develop procedures For routinely sharing 
pertinent reports and data relating to compliance assess- 
ments and complaint investigations. BHF should Focus on 
verifying the Loan Early Warning System’s data base and 
collecting other necessary data. BHF should arrange to sys- 
tematically receive information on facility ownership 
changes as it becomes available, finalize its draft title VI 
waiver/recovery manual, and develop regulations for title 
XVI waiver and recovery actions to implement the legisla- 
tion. 

Recommendations to Agencies: BHF should focus on veri- 
fying the Loan Eariy Warning System’s data base and col- 
lecting other necessary data. 
Status: Action completed. 

BHF should develop systematic followup procedures to en- 
sure that Facilities correct violations noted during complaint 
investigations and compliance assessments. 
Status: Ation completed. 

BHF and the Office of Civil Rights should develop pro- 
cedures for routinely sharing pertinent reports and data re- 

lating to compliance assessments and complaint investiga- 
tions. 
Status: Action in process. 

BHF should finalize its draft title VI waiver/recovery manual. 
Status: Action completed. 

BHF should arrange with the Health Care Financing Admin- 
istration to systematically receive information on facility 
ownership changes as it becomes available, rather than re- 
lying on regional staff to periodically request the informa- 
tion. 
Status: Action completed. 

BHF should, to reduce the large backlog of complaints and 
allow individuals to pursue legal actions promptly, formally 
dismiss uncompensated care complaints on file For over 12 
months. In the future, BHF should strictly adhere to its pro- 
cedures to formally dismiss complaints not resolved within 
6 months. 
Status: Action completed. 

BHF should develop regulations for title XVI waiver and 
recovery actions to implement the 1975 legislation. 
Status: Action in process. 

BHF should obtain uncompensated care compliance infor- 
mation, from the hundreds of facilities scheduled to reach 
the end of their 20-year uncompensated care obligation 
since September 1979, to determine: ( 1) why they have not 
requested closeout assessments; and (2) whether they have 
reached their compliance levels. In the future, BHF should 
obtain uncompensated care information from facilities as 
soon as they end reach the scheduled completion of their 
20-year obligation. 
Status: Action completed. 

Agency Comments/Action 

The Public Health Service (PHS) generally concurred with 
all of the informal recommendations GAO made. PHS has 

implemented all but one of the recommendations and has 
been working toward implementing it. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Indian Health Service Not Yet Distributing Funds Equitably Among Tribes 
(HRD-82-54, 7-2-82) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: S. Rept. 96-985. Rincon Band of Mission Indians v. Califano, 464 F. Supp. 934 (N.D. Cal. 1979). Mor- 
ton v. Ruiz, 415 U.S. 199 (1974). 

GAO reviewed the Indian Health Service’s (IHS) distribution 
of its fiscal year 1981 equity health care fund. 

FlndlngslConclusions: Not all eligible Indians have received 
an equitable share of IHS funds or services. IHS has distrib- 
uted an equity health care fund to tribes using a needs- 
based ranking system that incorporates standards and cri- 
teria to estimate staffing or contract care dollars required to 
provide a range of health services. California Indians re- 
ceived about 74 percent of the fiscal year 1981 equity fund. 
IHS plans to continue the equity fund until 1984 to raise the 
level of services provided to those tribes with the greatest 
need. However, because of weaknesses in the needs-based 
ranking system, IHS cannot be sure that it distributed its eq- 
uity fund moneys to the neediest tribes in fiscal year 1981. 
GAO noted that IHS: (1) used inconsistent and unreliable 
data to develop tribal health care requirements; (2) under- 
stated alternative resources available to tribes to supple- 
ment IHS-funded health services; and (3) excluded from its 
ranking system two multimillion-dollar programs, distorting 
the tribal rankings. IHS needs to expand its efforts to correct 
these weaknesses. For the bulk of its appropriations, IHS 
continues to rely on its policy of funding programs based 
on the previous year’s funding level. This policy has caused 
many of the funding inequities. To distribute funds equit- 
ably among tribes, IHS needs to use a more rational system 
for allocating all of its health services appropriations. The 
equity funds needs-based ranking system could provide a 
basis for distributing IHS health services appropriations. 

Recommendations to Agencies: The Secretary of Health 
and Human Services should require the Director of IHS to: 
(1) develop more reliable data for estimating health care re- 
quirements and available resources, including accurate and 

complete contract health care estimates and uniformly 
developed and verifiable workload data; (2) develop a 
mechanism for identifying and reporting alternate re- 
sources which offset health care requirements: and (3) in- 
clude community health representatives and emergency 
medical services programs in the comparison of tribes’ 
health care services. 
Status: Action in process. 

The Secretary of Health and Human Services should re- 
quire the Director of IHS to develop and implement a more 
equitable funding allocation system by the end of fiscal year 
1984, when the equity fund is expected to be discontinued. 
Specifically, the Director should be required to reduce and 
eventually abandon reliance on program continuity and, in 
its place, use standards and criteria that will distnbute IHS 
funds equitably. 
Status: Action in process. 

Agency Comments/Action 

IHS has agreed to implement the recommendations to 
strengthen the process for determining Indian health care 
needs. IHS will determine corrective actions needed to 
resolve major funding disparities that will exist upon termi- 
nation of the Equity Fund. IHS has begun to develop a new 
resource allocation formula which would allow funds to be 
targeted to relatively underserved areas. This formula is 
scheduled for implementation during fiscal year 1985. Ac- 
cording to IHS officials, this new mechanism will allow ineq- 
uities to be reversed over a longer period of time. 
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DEPARTMENT QF HEALTH ANQ I-KiMAM SERVKES 

Medicare Payments for Durable Medical Equipment Are Higher Than Necessary 
(HRD-82-61, 7-23-82) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act (42 U.S.C. 1395). Socral Security Amendments of 1965 (79 Stat. 286). Social 
Security Amendments of 1967 (81 Stat. 821). Social Security Amendments of 1972 (P.L. 92-603). Medicare-Medicaid 
Anti-Fraud and Abuse Amendments (P.L. 95-142). 

GAO reported on the probable fiscal impact of the failure of 
the Department of Health and Human Services (HHS) to 
implement a law aimed at reducing the cost to the Medicare 
program and its beneficraries for the prolonged rentals of 
durable medical equrpment. 
Findings/Conclusions: HHS has yet to fully carry out the in- 
tent of legislation to reduce the cost of renting durable 
medical equrpment under Medicare. The Medicare pay- 
ments for durable medrcal equrpment for calendar year 

1979 were estimated at $125 million. At the time of the 
GAO review, HHS instructions requrred Medicare carriers to 

determine, for items with a purchase allowance of more 
than $60, whether purchase would cost less or be more 

practical than rental and, if so, to reimburse on a purchase 
basis. Items with a purchase allowance of $60 or less were 
always to be purchased. GAO can see no justification for 
not applying the regulation, except where equipment IS pur- 
chased on a lease-purchase arrangement rather than wrth a 
lump-sum payment. Based on statistical samples at six car- 
riers, GAO e&mated that about $2 million In excess rental 
payments occurred during 1979. The excess rental pay- 
ments averaged about 2 1 percent of total payments for dur- 
able medical equipment by these carriers. An estimated 
$275.000 would have been saved if all items costing $60 or 
less had been purchased on a lump-sum basis, and an es- 
timated $463.000 would have been saved if items costing 
$60 or more were purchased when an analysis of the medi- 
cal necessity forms showed that the expected length of 
need for the items exceeded their break-even points. GAO 
believes that it is doubtful that there will be any cir- 
cumstances in which a lease-purchase arrangement will be 
more economical than a lump-sum purchase. 
Recommendations to Agencies: The Secretary of Health 
and Human Servrces should direct the Administrator of the 
Health Care Financing Administration (HCFA) to immedi- 
ately notify the Medicare carriers to: (1) stop reimburse- 
ments for new rentals of items costing $60 or less; and (2) 
make analyses where possible of medical necessity forms 
to determine whether reimbursement on a rental or lump- 
sum purchase basis would be more economrcal and pay 

benefits on the most economical basis. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of HCFA to increase the $60 limit used 
for requiring purchase to $100 and periodically adjust the 
limit for inflation. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of HCFA to require carriers to improve 

their monitoring and retention of the medical necessity 
forms. Carriers must have the forms completely filled out by 

physicians in order to make effective rent or purchase deci- 
sions. 

Status: Action in process. 

The Secretary of Health and Human Services should modrfy 
the regulations to recognize that lease-purchase arrange- 
ments will generally be more costly than lump-sum pur- 
chase and thus would have limited applicability to certain 
high-cost items where the expected period of need is uncer- 
tain or where beneficiaries cannot afford the cornsurance 
associated with lump-sum purchases. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Administrator of HCFA to provide beneficiaries with writ- 
ten material explaining the regulations on lease-purchase 
arrangements. 
Status: Action in process. 

Agency Comments/Action 

The agency issued the policy instructions to implement the 
recommendations in July 1982. However, these pokey in- 
structions have been held in abeyance pending: (1) the IS- 

suance of claims processing system instructions to assist 
the Medicare carriers in implementing the policy instruc- 
tions; and (2) the completion of GAO field work in response 
to a followup request from the Senate Commrttee on Fi- 
nance. 
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DEPARTMENTOFHEAL-IHANDHUMANSERWCES 
Federal Oversight of State Medicaid Management Information Systems Could Be Further Improved 
(HRD-82-99, 7-30-82) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act. Medicare-Medicaid Anti-Fraud and Abuse Amendments. P.L. 92-603. P.L. 
95-142. 

GAO reviewed the Medicaid Management Information Sys- 
tem (MMIS) to follow up on actions taken by the Depart- 
ment of Health and Human Services (HHS) to implement 
prior GAO recommendations. On the Federal level, MMIS is 
administered by the Health Care Financing Administration 
(HCFA). 

Findings/Conclusions: The newly designed Systems Per- 
formance Review, which contains the performance stand- 
ards developed in response to revised statutory require- 
ments that approved systems must meet, has been suc- 
cessful in identifying some program weaknesses. While the 
performance standards include measures of system effec- 
tiveness and efficiency, economy of operations, a major 
purpose of MMIS, is not measured. Thus, HHS does not 
know whether States’ systems are meeting standards at a 
reasonable cost. HCFA recognizes the need to evaluate 
operational economy, but it has deferred action on this, an- 
ticipating that HHS will require States to implement a func- 
tional cost reporting system to ensure accurate and compa- 
rable cost data. Current performance standards do not in- 
clude any measures of the States’ effectiveness in identify- 
ing and correcting program misutilization by Medicaid pro- 
viders and recipients or the contributions of the surveillance 
and utilization review subsystem (SURS) to that activity. 
GAO found that States were having problems with the 
SURS methodology which affected the subsystem accuracy 
in identifying potential misusers. Also, States: (1) were un- 
derreporting systems operating costs; and (2) had proceed- 
ed with automatic data processing (ADP) equipment or 
services purchases without obtaining prior HHS approval. 
HHS regulations require States to obtain prior HHS approval 
before purchasing ADP equipment and services exceeding 
certain dollar limits, but HCFA requires States to follow this 
procedure only when they desire go-percent Federal fund- 
ing. 

Fiecommendations to Agencies: The Secretary of HHS 
should direct the Administrator of HCFA to include in future 
systems performance review standards and methodology a 
requirement to measure (1) operational economy, (2) the 

States’ effectiveness in identi@ng and correcting program 
misutilization, (3) contributions of SURS to overall surveil- 
lance and utilization review accomplishments, and (4) ex- 
ception process methodoiog to better assure accuracy of 
SURS data. 
Status: Action in process. 

The Secretary of HHS should direct the Administrator of 
HCFA to clarify instructions to States for reporting Medicaid 
administrative costs to assure that costs of personnel who 
may qualify as skilled professional medical personnel but 
are engaged in MMIS functions be repot-ted as MMIS opera- 
tions and costs. 
Status: Action completed. 

The Secretary of HHS should direct the Administrator of 
HCFA to revise the State Medicaid Manual so that it is con- 
sistent with the HHS regulation which requires prior approv- 
al or advance notice of ADP equipment and services pur- 
chases. 
Status: Action in process. 

Agency Comments/Action 

HHS concurred with two of the recommended perform- 
ance measurements: (1) SURS contributions; and (2) ex- 
ception process methodology to better ensure accuracy of 
SURS data. It concurred with the need for the measure- 
ments of operational economy but noted that several 
years of effort will be required to establish uniform defini- 
tions and to develop a model to adequately address 
operational economy. HHS did not concur that it should 
be required to measure the States’ effectiveness in identi- 
fying and correcting program misutiiization because the 
information on the abuses was not available. HHS con- 
curred on the need to clarify instructions to the States for 
reporting Medicaid personnel administrative costs and has 
modified instructions so that skilled medical personnel 
costs for those engaged in MMIS functions are reported 
as MMIS operating costs. A revision to the State Medlcal 
Manual to make requirements consistent with the regula- 
tions is in process. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

Centers for Disease Control Should Charge Fees for Various Diagnostic Laboratory Services 
(HRD-82-70, 8-l 7 -82) 

Budget Function: Health: Prevention and Control of Health Problems (551.2) 
Legislative Authority: Economy Act (31 U.S.C. 686). Clinical Laboratories Improvement Act of 1967 (42 USC. 263a). 
OMB Circular A-25. 31 USC. 483a. 

GAO reviewed the extent to which the Centers for Disease 
Control (CDC) should be recovering the costs of diagnostic 
laboratory services provided to non-Federal organizations 
and Federal agencies. The review focused on certain CDC 
laboratory services that GAO believed had provided special 
benefits to the clinical laboratory industry and on similar 
services provided to other Federal agencies. 
Findings/Conclusions: CDC should recover substantial 
amounts of incurred costs by imposing additional user 
charges for various diagnostic laboratory services that it 
provides to Federal agencies and non-Federal organiza- 
tions such as diagnostic product manufacturers and clinical 
laboratories. These laboratory services include field testing 
of diagnostic products, evaluating lot samples of diagnostic 
reagents, providing reference reagents to manufacturers, 
evaluating the quality of diagnostic testing services provided 
by laboratories, and providing laboratory training services. 
GAO estimated that, under current legislative authority, 
CDC could have collected about $2.1 million in additional 
revenues from non-Federal entities in fiscal year 1982. If 
CDC had not been restricted by another statute which im- 
poses a maximum fee on interstate laboratories, an addi- 
tional estimated $650,000 could have been recovered. Fur- 
ther, CDC could have sought additional reimbursements 
from other Federal agencies for which it provided some of 
these services. 
Recommendations to Agencies: The Secretary of HHS 
should require the Director of CDC to charge laboratory 
product manufacturers for field testing laboratory diagnos- 
tic products. 
Status: No action initiated. Date action planned not known. 

The Secretary of HHS should require the Director of CDC to 
adjust charges for laboratory training to reflect all current 
costs and later review and adjust such costs annually. 

Status: Action completed. 

The Secretary of HHS should require the Director of CDC to 

charge clinical laboratories, other than interstate labora- 
tories, and Federal agencies for proficiency testing. 

Status: No action initiated. Date action planned not known. 

The Secretary of HHS should require the Director of CDC to 
charge laboratory product manufacturers for evaluating lot 

samples of commercially available diagnostic reagents. 
Status: No action initiated. Date action planned not known. 

The Secretary of HHS should require the Director of CDC to 
charge Federal agencies for laboratory training. 
Status: Action completed. 

The Secretary of HHS should require the Director of CDC to 
determine the extent to which other non-Federal recipients 
of CDC laboratory services should be charged by applying 
the specific provisions of the User Charge Statute and OMB 
Circular A-25. 
Status: No action initiated. Date action planned not known. 

The Secretary of HHS should require the Director of CDC to 
charge laboratory product manufacturers for providing 
reference reagents. 
Status: No action initiated. Date action planned not known. 

The Secretary of HHS should propose legislation to permit 
the recovery of total costs for licensing services, including 
proficiency testing, provided under the Clinical Laboratories 
Improvement Act. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

HHS disagreed with the GAO position that user fees 
should be charged for CDC diagnostic laboratory and 
proficiency testing setices. GAO believes that OMB Cir- 
cular A-21 requires that user fees be charged to identifi- 
able beneficiaries who receive benefits over and above 
those which accrue to the general public; HHS does not 
agree. However, the proposed fiscal year 1985 CDC budg- 
et endorses $2 million of user fees for other laboratory 
services provided by CDC personnel under similar cir- 
cumstances. These user fees will be collected based on 

recommendations made in another GAO report (HRD- 
83-37, April 6, 1983). Effective July 1, 1983, HHS imple- 

mented corrective action on other report recommenda- 
tions to: (1) adjust charges for laboratory training to re- 
flect current costs and adjust such costs annually and: (2) 
charge Federal agencies for laboratory training except 
where there are joint disease control opportunities. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

SSA Needs To Determine the Cost Effectiveness of Ihe SSI Redetermination Process and To Implement Recom- 
menciations Made for Eliminating Erroneous Payments 
(I-MD-82-126, 9-2-82) 

Budget Function: Income Security: Other Income Security (609.0) 
Legislative Authority: Social Security Act. 20 C.F.R. 416.204. 

GAO rep.orted on a survey of the cost effectiveness of the 
Social Security Administration’s (SSA) procedures and 
practices for redetermining a Supplemental Security In- 

. . . . 
come (SSI) recipient’s continued el~g~bMy and correct 
benefit amount to determine whether improvements in the 
process ire needed. 
Findings/Conclusions: GAO found that SSA needs alterna- 
tive mechanisms to supplement the redetermination proc- 
ess for identifying and eliminating payment errors and that 
information furnished by recipients must be verified, as is 
required by statute, from independent and collateral 
sources. GAO also found that SSA has not developed a 
comprehensive approach, as previously recommended, to 
obtain and use all Government records to ensure the accu- 
racy of SSI data. GAO was not able to determine the cost ef- 
fectiveness of the redetermination process, because data 
on eligibility and benefit payment corrections made as a 
result of this process were not readily available. 
Recommendations to Agencies: The Office of Assessment 
of SSA should consider implementing previously reported 
recommendations, including the adoption of alternative ef- 
fective mechanisms that could be used for determining the 

changes in financial status of SSI recipients to control errors 
and reduce program costs. 
Status: Action in process. 

Agency Comments/Action 

SSA has developed data on estimated savings for the 
1981 SSI redetermination process and is developing simi- 
lar data for 1983. In addition SSA plans to: (1) imple- 
ment an ongoing systems report on benefit changes 
resulting from redetermined or other field office actions; 
(2) perform a special study tracking the rate at which eli- 
gibility is reestablished for terminated cases; (3) refine 
cost data by sampling information to determine costs as- 
sociated with each redetermination type; (4) continue to 
conduct case-by-case reviews on current redetermina- 
tions; and (5) continue to undertake a comprehensive sur- 
vey of the redetermination process focusing on the low- 
cost central office operation which processes low error- 
prone cases. SSA expects to complete a cost benefit anal- 
ysis, as well as the remainder of its studies on the SSI 
redetermination process, by July 1984. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Restrictions on Abortion and Lobbying Activities in Fami/y Planning Programs Need Clarification 
(HRD-82-106, 9-24-82) 

Budget Function: Health: Prevention and Control of Health Problems (551.2) 
Legislative Authority: Public Health Service Act. Family Planning Services and Population Research Act (P.L. 91-572). Om- 
nibus Budget Reconciliation Act of 1981. 

In response to a congressional request, GAO reviewed the 
family planning program authorized by title X of the Public 
Health Service Act to determine whether title X funds have 
been used to finance lobbying activities or to support 
abortion-related activities. 
Findings/Conclusions: GAO found no evidence that title X 
funds have been used either for abortions or to advise 
clients to have abortions. The Department of Health and 
Human Services (HHS) has held that these restrictions on 
the use of funds are applicable only to that part of a recipi- 
ent’s operation which is supported by title X. Title X recipi- 
ents are allowed to carry out abortion-related activities if 
those activities are separate from the title X family planning 
services. This creates some public confusion on the matter. 
Congressional guidance may be needed if Congress does 
not want title X funds to go to organizations which provide 
abortions. However, family planning clinics need formal 
guidance on abortion-related matters. GAO found some 
variations in clinic practices that it believed were question- 
able such as: (I ) counseling practices which do not present 
alternatives to abortion; (2) abortion referral practices which 
may go beyond HHS referral policy; and (3) the use of edu- 
cational materials which present barrier methods of contra- 
ception together with early abortion as a method of family 
planning in the event of failure. Title X recipients also need 
more specific guidance on lobbying activities. All of the re- 
cipients which GAO reviewed had incurred expenses that 
raised questions regarding adherence to Federal restric- 
tions. The organizations used program funds to pay dues to 
lobbying organizations and, in two cases, used small 
amounts of program funds to lobby themselves. To estab- 
lish more specific guidance on lobbying, HHS has initiated 
action to amend the cost principles for grantees. 
Recommendations to Congress: Congress should consider 
providing guidance to HHS to clarify the intent of section 

1008 if it does not want title X funds to go to organizations 
providing abortions. 
Status: No action initiated. Date action planned not 
hOWn. 

Recommendations to Agencies: The Secretary of HHS 
should establish clear operational guidance by incorporat- 
ing into the title X program regulations and guidelines of 
the HHS position on the scope of the restriction in section 
1008. In doing so, the Secretary should provide as explicit 
guidance as possible on the activities that are not allowed. 
Status: Action in process. 
The Secretary of HHS should provide interim guidance to ti- 
tle X recipients on activities that constitute lobbying and are 
unallowable as title X program expenditures. 
Status: Action in process. 

Agency Comments/Action 

HHS agreed with the GAO recommendations. It plans to 
incorporate in its title X guidelines an explanation of its 
position on the implementation of section 1008. The Pub- 
lic Health Service (PHS) is analyzing grantee practices dis- 
cussed in this report and in various HHS Office of the In- 
spector General reports. PHS expects to complete its 
analysis in early 1984 and issue guidance to grantees in 
July 1984. In regard to the interim guidance promised by 
HHS on activities that constitute lobbying and are unallow- 
able as title X expenditures, OMB action in January 1983 
negated the need for interim HHS guidance which had 
been sent to OMB for approval. OMB is currently in the 
process of addressing this issue as part of its proposal to 
amend certain Government-wide cost principles for grants 
and contracts. Any further HHS action to implement the 
GAO recommendation on this matter is being held in a- 
beyance pending final OMB action. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Actions Underway lo Reduce Delinquencies in Ihe Health Professions and Nursing Student Loan Programs 
(AFMD-83-7, 12-l-82) 

Budget Function: Health: Education and Training of Health Care Work Force (553.0) 
Leglslatlve Authorlty: Antideficiency Act (31 U.S.C. 1341). Budget and Accounting Procedures Act of 1950 (31 USC. 
3511). P.L. 88-129. P.L. 88-581. P.L. 95-623. 31 U.S.C. 3512. 

In response to a congressional request, GAO analyzed the 
problem of loan payment delinquency in the Health Profes- 
sions and Nursing Student Loan Programs. 
Flndlngs/Concluslons: According to the latest data availa- 
ble, more than 28 percent of borrowers in the programs 
were delinquent in payments by 90 days or more. More 
than $34 million was delinquent on loans with principal 
amounts totaling $77 million. The 23 participating schools 
which GAO reviewed generaliy placed too little emphasis on 
billing and collection. Promissory notes were not properly 
controlled, interviews were not always conducted with bor- 
rowers before they left school, borrowers were not properly 
billed, and followup action on delinquent debts was not ade- 
quate. GAO found that many delinquent borrowers were 
able to pay but did not do so. In addition, participating insti- 
tutions accumulated Federal funds in excess of their im- 
mediate needs. Despite a law which requires that any in- 
terest earned from invested program funds be returned to 
the programs, only one school returned all interest earnings 
to the appropriate program and two schools returned part 
of the earnings. Inadequate monitoring and dependence on 
the schools to manage the programs for the Department of 
Health and Human Services (HHS) are primary reasons for 
debt collection problems at the schools. GAO also found 
that the interest rates on the loans provided little incentive 
for borrowers to repay their loans promptly. HHS account- 
ing records do not accurately show the financial status of 
the loan programs, nor do they record interest earned on 
student loans. In addition, HHS has written off only $40,000 
in loans as uncollectable since the inception of the pro- 
grams even though some loans have been delinquent for 
many years. 
Recommendations to Congress: Congress should amend 
authorizing legislation for the Health Professions and Nurs- 
ing Student Loan Programs to authorize the assessment of 
additional late payment charges on delinquent loans. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of Health 
and Human Setices should record as a liability to the Gov- 
ernment the amount owed to schools for loans that have 
been canceled. 
Status: Action completed. 
The Secretary of Health and Human Services should estab- 
lish an allowance for those loans that will be canceled or 
considered uncollectable in the future. 
Status: Action completed. 

The Secretary of Health and Human Services should adjust 
the accounting records to accurateb reflect the amount of 
program funds transferred to the scholarship funds and 
vice versa. 
Status: Action completed. 

The Secretary of Health and Human Services should deter- 
mine and record the Government’s portion of interest 
earned on loans. 
Status: Action completed. 
The Secretary of Health and Human Services should record 
the Government’s portion of canceled loans in the HHS ac- 
counting system. 
Status: Action completed. 
The Secretary of Health and Human Services should ascer- 
tain the amount of interest previously earned on Govern- 
ment money and require participating schools to return 
these amounts to the programs. 
Status: Action completed. 
The Secretary of Health and Human Services should direct 
that Federal funds be invested in interest-bearing accounts 
and that earned interest be returned to the programs. 
Status: Action completed. 
The Secretary of Health and Human Services should deter- 
mine the amount of excess cash held by the schools and 
require such amounts to be returned to the Federal Govern- 
ment, 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
that awards be closed expeditiously. 
Status: Action completed. 

The Secretary of Health and Human Services should ensure 
that program funds are awarded on the basis of need. 
Status: Action completed. 

The Secretary of Health and Human Services should en- 
force required biennial audits of the Health Professions Stu- 
dent Loan Program and encourage the schools to provide 
for periodic audits of the Nursing Student Loan Program. 
Status: Action completed. 

The Secretary of Health and Human Services should identi- 
fy and review uncollectable loans and permit writeoff only 
when a school has complied with due diligence require- 
ments and, if these requirements have not been complied 
with, recover from the school the Federal share of the un- 
collectable loan. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
that schools’ annual operating reports be reviewed. 
Status: Action completed. 

The Secretmy of Health and Human Services should estab- 
lish and enforce delinquency rate standards, not allowing 
institutions that fail to meet these standards to receive addi- 
tional program funds or to reloan collected funds. 
Status: Action completed. 
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The Secretary of Health and Human Services should 
periodically assess participating schools’ financial manage- 
ment of the Health Professions and Nursing Student Loan 
Programs, using reported delinquency rates as criteria for 
selecting schools. As a minimum, to establish adherence to 
due diligence requirements in billing and collecting out- 
standing loans, HHS must see that schools: (1) execute and 
safeguard promissory notes; (2) conduct and document 
exit interviews; (3) bill all borrowers and follow up on delin- 
quent loans; (4) use collection agencies, credit bureaus, 
and litigation to the fullest extent; (5) improve accounting 
systems’ recordkeeping practices; and (6) develop written 
procedures and provide sufficient personnel for the collec- 
tion of outstanding loans. 

Status: Action completed. 

Agency Comments/Action 

The Department of Health and Human Services agreed 
with the report’s recommendations and has taken correc- 
tive action. 



Opportunities To Reduce h4edicare Costs Under the End Stage Renal Disease Program foor Home Dialysis Pa- 
tien ts 
(HRD-83-28, l-27 -83) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). 

GAO addressed issues related to the reimbursement sys- 
tem proposed by the Health Care Financing Administration 
(HCFA) for the End Stage Renal Disease (ESRD) Program. 
GAO focused on methods to reduce Medicare equipment 
and supply costs for home patients who deal directly with 
suppliers. 
Findings/Conclusions: GAO estimated that during calendar 
year 1980 the total cost of obtaining dialysis supplies and 
equipment for home patients who dealt directly with sup- 
pliers was about $75 million, with Medicare paying about 80 
percent. Most of these patients would incur lower costs if 
they continue to obtain equipment and supplies directly 
rather than through a facility under the HCFA-proposed 
ESRD reimbursement system. Since many patients will 
continue to deal directly with suppliers, GAO stated that it 
would be advantageous for Medicare to ensure that costs 
for direct-dealing patients are as low as possible. GAO not- 
ed that the main problem in purchasing equipment is the 
lump-sum coinsurance payment at the time of purchase. 
GAO learned that the amounts Medicare allowed for equip- 
ment rentals vary widely and that rental charges are sub- 
stantially more costly over the estimated useful lives of the 
equipment than outright purchase. GAO also found that re- 
quiring the purchase of equipment would substantially re- 
duce costs for patients who would be dialyzing for pro- 
longed periods. For those cases where purchase is not rea- 
sonable, lease/purchase arrangements with suppliers would 
reduce Medicare costs. 
Recommendations to Agencies: The Secretary, HHS, should 
direct the Administrator, HCFA, to require the purchase of 
dialysis equipment by home patients dealing directly with 
suppliers except in cases where to do so would place an un- 
due hardship on the patient or where purchase can be 
shown to be more costly. 
Status: No action initiated. Date action planned not known. 

The Secretary, HHS, should direct the Administrator, HCFA, 
to enter into lease/purchase agreements with equipment 
suppliers similar to those entered into by State-sponsored 
kidney programs in those cases where purchase of equip- 
ment is not required. 
Status: Action in process. 
The Secretary, HHS, should direct the Administrator, HCFA, 
to negotiate dialysis supply contracts with the major sup- 
pliers to obtain prices which are as favorable as those nego- 
tiated by other purchasers. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The agency agreed with the objective of the recommen- 
dation to require the purchase of equipment by self deal- 
ing home dialysis patients but stated that implementing it 
would have limited application. In addition, the agency 
disagreed with some of the data used to support the 
recommendation. No action is planned by the agency. 
The agency agreed with the recommendation to use 
lease/purchase agreements where outright purchase is not 
warranted and stated that regulations were being reviewed 
to see what charges are appropriate to further encourage 
lease/purcahse agreements. The agency disagreed with 
the recommendation to negotiate dialysis supplies con- 
tracts because in the agency’s opinion there is no statuto- 
ry authority for HCFA to act as recommended. No action 
is planned by the agency. The Subcommittee on Health, 
House Committee on Ways and Means, considered 
several proposals during 1983 that would have imple- 
mented the GAO recommendations. The proposals were 
not adopted and, therefore, the agency plans no action on 
the recommendation. 
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DEPARTMENTOFHEALTHANDHUMANSERWCES 
Improving Medicare and Medicaid Systems To Control Payments for Unnecessary Physicians’ Services 
(H/W-83- 16, 2-8-83) 

Budget Function: Health: Health Care Services (551 .O) 
Legislative Authority: Social Security Act (42 USC. 1395; 42 USC. 1396). Omnibus Budget Reconciliation Act of 1981. 
Tax Equity and Fiscal Responsibility Act of 1982 (P.L. 97-248). 42 C.F.R. 447.45(f)( l)(ii). P.L. 96-398. 

GAO reviewed the Medicare and Medicaid programs to as- 
sess the mechanisms that paying agents under these pro- 
grams are using to identify and prevent reimbursement to 
physicians and suppliers for medically unnecessary services 
and to recoup payments made for such services. The ob- 
jectives of the review were to: (1) assess and compare the 
costs and benefits of the prepayment and postpayment util- 
ization review (UR) functions and a representative number 
of carriers and State Medicaid agencies; (2) identify prob- 
able causes for the variations in the performance of these 

UR functions; and (3) evaluate the Health Care Financing 
Administration’s (HCFA) role, particularly under Medicare, 

in providing direction to these activities. 
Findings/Conclusions: The nine Medicare carriers GAO 
visited supplied information which showed that their 
prepayment UR activities were cost beneficial, but the per- 
formance in terms of cost/benefit ratios and other indica- 
tors varies widely. Those making extensive use of automat- 
ed edits to identify unnecessary services generally per- 
formed better and saved comparatively more Medicare pro- 
gram dollars. There are also opportunities for increased ef- 
fectiveness in the carriers’ postpayment UR activities. The 
HCFA policies and practices have tended to provide disin- 
centives to carriers for performing effective prepayment UR. 
Medicare carriers are incurring extraordinary costs to con- 
tinually review the claims of habitual overutilizers. GAO 
found that only 3 of the 11 State Medicaid programs it re- 
viewed used automated prepayment edits to detect possible 
overutilization. Only one of these programs could provide 
enough information for GAO to estimate the costs and ben- 
efits of prepayment UR operations in Medicaid. Regarding 
postpayment UR, GAO could identify few tangible benefits 
resulting from medical necessity issued raised through this 
activity. Congress has given the States financial incentives 
to develop effective UR programs. However, both HCFA and 
the States have not effectively implemented these incen- 
tives. 
Recommendations to Agencies: The Secretary of Health 
and Human Services (HHS) should direct the Administrator 
of HCFA to: (1) compare the prepayment utilization edits 
used by Medicare carriers, identify the more effective ones 
in terms of valid denials, and require their implementation, 
except where a carrier has a reasonable basis for believing 
that the implementation on a particular edit would not be 
cost beneficial: and (2) require that prepayment UR costs be 
reported separately from other claims processing costs to 
allow for valid analysis of carrier costs and related benefits 

in conducting prepayment UR. 
Status: Action in process. 

The Secretary of HHS should direct the Administrator of 
HCFA to: (1) require that the costs and benefits associated 
with carrier postpayment UR be reported separately from 
claims processing costs for use in determining the effec- 
tiveness of postpayment UR operations; and (2) ensure that 
the HCFA regional offices evaluate carrier effectiveness on 
postpayment UR’s regarding the appropriateness of the 
selection criteria used for full-scale reviews, and whether 

overpayments are computed and recovered when overutili- 
zation is identified. 

Status: Action in process. 
The Secretary of HHS should direct the Administrator of 

HCFA: (1) in accordance with due process requirements, to 
exclude providers who remain on prepayment review for 
over a specified period of time because they refuse to 
correct their abusive billing practices; and (2) to make it 
clear to carriers which peer review mechanisms, besides 
professional standards review organizations, are acceptable 
for initiating exclusion procedures. 
Status: Action in process. 

The Secretaty of HHS should direct the Administrator of 
HCFA to: (1) add to 42 C.F.R. 447.45(f)( 1 )( ii) a requirement 
that a minimum number of automated medical necessity 
edits be tested and where cost effective, implemented in all 
States with the Medicaid management information system; 
(2) develop guidelines for State Medicaid programs seeking 
reapproval of their Medicaid management information sys- 
tems to use in reporting costs and benefits of their UR ef- 
forts; and (3) provide State Medicaid programs information 
on prepayment UR edits that are being successfully used by 
Medicare carriers and encourage the exchange of informa- 
tion on the edits between carriers and State agencies. 
Status: Action in process. 

Agency Comments/Action 

The agency generally agreed with the recommendations 

aimed at strengthening the reviews of medical necessity for 
physicians services claimed under the Medicare and Medi- 
caid programs. The agency changed the criteria used to 
evaluate the effectiveness of contractor systems for control- 
ling unnecessary sources. An effort was begun to identify 
habitual overusers that should be sanctioned, and confer- 
ences with Medicare claims payment contractors are being 
held on how to handle fraud and abuse cases. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

HEALTH CARE FINANCING ADMiNISTRATION 

Review of Medicare and Medicaid Dup!icate Payments in Michigan 
(HRD-83-43, 2-22-83) 

Budget Function: Health: Health Care Services (551.0) 

GAO reviewed the practices and procedures of the Michi- 
gan Medicare carrier and Medicaid administrator to prevent 
duplicate payments to physicians with more than one pro- 
vider identification number and to remove unlicensed phy- 
sicians from the Medicare and Medicaid rolls. 
Findings/Conclusions: GAO found that: (I ) duplicate pay- 
ments of about $39,000 were made to Medicare providers 
with multiple-provider numbers: (2) duplicate payments of 
about $24,900 were made to Medicaid providers with 
multiple-provider numbers: (3) estimated overpayments of 
about $74,850 were made to surgical assistants and 
anesthesiologists for Medicare-covered services: and (4) 
improper payments of about $13,000 were made to unli- 
censed physicians for Medicare-covered services. GAO also 
found that few erroneous payments were voluntarily re- 
turned by providers or beneficiaries, or otherwlse recovered. 
GAO noted that the State is redesigning ILS enrollment sys- 

tern to implement a single-provider-number system to el- 
iminate duplicate billings. 
Recommendations to Agencies: The Administrator, Region 
V, Health Care Financing Administration, should ensure that 
appropriate corrective actions are taken by the carrier and 
State to recover the erroneous payments identified and to 
update the provider rolls. 
Status: Action in process. 

The Administrator, Region V, Health Care Financing Admin- 
istration, should ensure that the carrier improves its manual 
review process. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with both of the recommendations and 
is in the process of implementing them. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Savings Possible by Modifying Medicare’s Waiver of Liability Rules 
(HRD-83-38, 3-4-83) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act. 42 C.F.R. 405.332(b). 

GAO reported on proposed legislation to modify Medicare’s 
waiver of liability provision with respect to payments to hos- 
pitals, skilled nursing facilities, and home health agencies. 
The waiver of liability provision protects both beneficiaries 
and providers from having to pay for services they receive 
that Medrcare will not pay for. The administration proposed 
legislation that would delete the authorization to waive pro- 
vider liability for claims for services submitted under the 
Medicare part A program. Under the proposal, health care 
providers would no longer be paid when Medicare deter- 
mined that a service was medicaliy unreasonable, unneces- 
sary, or custodial in nature. The proposal would not affect 
the protection afforded beneficiaries. 
Findings/Conclusions: GAO believes that, while the pro- 
posed legislation would achieve the administration’s goal of 
savings and establish provider incentives, it is not needed. In 
addition, the proposed legislation does not take into con- 
sideration provider concerns. GAO found that there are 
several ways to achieve savings without amending Medicare 
law. The Health Care Financing Administration (HCFA) cur- 
rently presumes that beneficiaries and providers did not 
know that payment would be denied unless there is evi- 
dence to the contrary; currently all of the savings methods 
identified by GAO would modify the provider’s presumptive 

status, but the provider would retain the right to appeal for 
waiver: (1) HCFA could eliminate the presumption and the 
applicability of the waiver provision could be determined on 
a case by case basis; (2) the denial rate criteria used to 
determine presumed eligibility for waiver of liability could be 
tightened; or (3) the method for establishing whether a pro- 
vider is presumed eligible for a waiver could be changed. 
Recommendations to Agencies: The Acting Secretary of 
Health and Human Services should direct the Administrator 
of HCFA to establish more stringent eligibility requirements 
for the application of waiver of liability for health care pro- 
viders under part A of Medicare. 
Status: Action in process. 

Agency Comments/Action 

HHS has sought legislation to eliminate a waiver of liability 
for providers under Medicare, an estimated savings of s 10 
million per year. GAO told HHS that legislation was not 
needed; savings could be achieved by making administra- 
tive changes. On October 14, 1983, the agency circulated, 
for review and clearance, a proposed regulation change im- 
plementing the recommendation. 



DEPARTMENTOFHEALTHANDHUMANSERVICES 

FOOD AND DRUG ADMINISTRATION 

Legislative and Administrative Changes Needed To Improve Regulation of Drug Industry 
(HRD-83-24, 4-5-83) 

Budget Function: Health: Prevention and Control of Health Problems (551.2) 
Legislative Authority: Food, Drug and Cosmetic Act (21 USC. 301). Radiation Control for Health and Safety Act of 1968 
(42 U.S.C. 263h(a)). Meat Inspection Act (21 U.S.C. 672). Poultry Products Inspection Act (21 U.S.C. 467a). Egg Products 
Inspection Law (21 USC. 1048). S. 1075 (96th Cong.). 21 U.S.C. 334.21 U.S.C. 381. 21 U.S.C. 679(b). 21 U.S.C. 467f. 21 
U.S.C. 1052(d). 

Due to recent congressional concern about the significant 
decrease in the number of regulatory actions taken by the 
Food and Drug Administration (FDA), GAO reviewed FDA 
compliance activities to determine whether appropriate and 
timely regulatory actions are being taken against firms 
violating the law. 
FlndlngsXonclusions: GAO found that, while the number 
of regulatory actions taken by FDA decreased considerably 
in fiscal year (Fy) 1981, they increased in the category of 
regulatory letters during Fy 1982 because of what may be a 
one-time intensive effort against the manufacture of “look- 
alike” drugs. The primary factor influencing the decline of 
regulatory actions was increased FDA emphasis on volun- 
tary compliance. Other significant factors included: (1) a 
24-percent reduction in the number of inspectors; (2) an 
emphasis on abbreviated inspections; and (3) merit pay 
contracts which may discourage the submission of pro- 
posed regulatory actions because disapproved actions ad- 
versely affect performance ratings. GAO believes that, be- 
cause FDA does not know how well voluntary compliance is 
working, it should develop a mechanism to measure wheth- 
er the voluntary approach is resulting in compliance. Final- 
ly, GAO concluded that more timely and appropriate regu- 
latory actions could be taken if the number of disapproved 
recommended actions could be reduced. 
Recommendations to Congress: Congress should amend 
section 304(g) of the Food, Drug, and Cosmetic Act by ad- 
ding drug products to the language which gives FDA the 
authority to administratively detain medical devices. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of Health 
and Human Services (HHS) should direct the FDA Com- 
missioner to develop a mechanism to measure the extent to 
which voluntary corrective actions result in compliance. 
Status: Action in process. 
The Secretary of HHS should require the FDA Commission- 
er to develop and distribute to all districts definitive policies 

on actions to be taken on violations involving medically in- 
significant drugs and technical violations of good manufac- 
turing practice regulations. 
Status: Action completed. 

The Secretary of HHS should require the FDA Commission- 
er to provide additional guidance to the district offices on 
evidence required to support proposed regulatory actions. 
status: Action completed. 

The Secretary of HHS should require the FDA Commission- 
er to encourage greater coordination and communications 
among district investigators, district compliance officials, 
and headquarters officials to better ensure: (1) district and 
headquarters officials agree on actions to be taken and (2) 
documentation to support recommended actions is appro- 
priate. 
Status: Action completed. 

The Secretary of HHS should direct the FDA Commissioner 
to revise the Inspection Operations Manual to require in- 
spectors to (1) determine the current status of all prior un- 
resolved deficiencies and (2) discuss the status of these de- 
ficiencies in subsequent inspection reports. 
Statm: Action completed. 

Agency Comments/Action 

HHS found the report to be fair and constructive in its 
presentation of the FDA regulation of the drug industry. 
HHS agreed with the recommendation to develop a 
mechanism to measure the effectiveness of voluntary 
compliance and initiated a study of the effect of volunteer- 
ism on overall compliance. In December 1983, HHS re- 
vised the Regulatory Procedures Manual to provide defini- 
tion:,, policies, and procedures regarding routine and non- 
routine regulatory actions. 
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DEPARTMENTOFHEALTHANDHUMANSERVIGES 
Centers for Disease Control Should Discontinue Certain Diagnostic Tests and Charge for Others 
(HRD-83-37, 4-6-83) 

Budget Function: Health: Prevention and Control of Health Problems (551.2) 
Legislatiwe Authority: Economy Act (31 USC. 1535). OMB Circular A-25. 31 U.S.C. 9701. 

In response to a congressional request, GAO reported on 
the Centers for Disease Control (CDC) laboratory diagnos- 
tic testing services program. 
Findings/Conclusions: A diagnostic analysis of sample 
specimen records showed that, although the CDC diagnos- 
tic testing service is supposed to be a final resort for testing 
specimens, 46 percent of the diagnostic specimens tested 
at CDC during fiscal year (PI) 1981 were not tested initially 
by commercial or State laboratories. GAO estimated the 
cost of unnecessary testing by CDd at $1.9 million. Further, 
GAO found that specimens were not screened to determine 
whether prior testing had been performed. CDC laboratory 
personnel contended that it was easier to perform the tests 
than to screen and reject requests. Federal regulations re- 
quire CDC to recover the full cost of diagnostic testing sew- 
ices that it provides to private health care providers, clinical 
laboratories, and other Federal agencies. However, in FY 
1981, CDC collected no fees from private health care pro- 
viders or clinical laboratories and only about $30,000 from 
other Federal agencies. GAO estimated that CDC could 
have collected about $3.3 million in user charges from pri- 
vate health care providers and $662,000 from other Federal 
agencies. 
Recommendations to Agencies: The Director of Health and 
Human Services should require the Director of CDC to re- 
cover the total cost of laboratory diagnostic testing services 
provided to private beneficiaries and other Federal agencies 
and to determine the extent to which other non-Federal 
agencies should be charged. More specifically, CDC should 
be directed to: (1) charge private health care providers and 
private clinical laboratories for diagnostic testing; (2) deter- 
mine the extent to which other non-Federal recipients of 
CDC testing services should be charged by applying the 
provisions of the User Charge Statute and OMB Circular A- 
25; and (3) charge all Federal agencies for diagnostic test- 
ing. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should re- 
quire the Director of CDC to improve and enforce diagnos- 

tic specimen screening procedures. CDC should be direct- 
ed to prepare, and maintain on a continuing basis, a list of 
diagnostic tests which it.and commercial or State labora- 
tories can perform. Such a list would be used at the State 
and CDC laboratory levels to identify those specimens 
which should be tested initially at a commercial or State 
laboratory rather than CDC. In addition, CDC should not ac- 
cept specimens for testing that are not accompanied by all 
available information requested on the forms provided by 
CDC for use in submitting speamens. Finally, CDC should 
not accept specimens for testing which are submitted 
directly from private health care providers and clinical la- 
boratories unless such submlssions are authorized by both 
CDC and the State laboratory. 
Status: No action initiated. Date actJon planned not known. 

Agency Comments/Action 

Although formal comments have not been received con- 
cerning the recommendations contained in the report, the 
proposed FY 1985 CDC budget indicates that $2 million in 
user fees from epidemic disease-related services provided 
by CDC to certain types of beneficiaries will be obtained and 
used for construction and renovation of its facilities. Until 
the 1985 budget was submitted to Congress on February 1, 
1984, HHS disagreed with the need for user fees for CDC 
services. It is the GAO position that: (1) diagnostic testing 
should not be done at CDC if commercial or State labora- 
tories which can initially conduct the required testing have 
not done so, or all of the necessary information requested 
on the CDC testing form is not provided; and (2) user fees 
should be imposed on the remaining tests conducted at 
CDC which provide an identifiable beneficiary of CDC serv- 
ices with benefits over and above those which accrue to the 
general public. The imposition of user fees is based on 
OMB Circular A-21 requirements. HHS continues to 
disagree with the need for additional user fees discussed in 
an earlier report, GAO/HRD-82-70. 



DEPARTMENTOFHEALTHANDHUMANSERVKES 
Several States Have Not Proper/y /mp/emenfed Certain AFDC Provisions of the Omnibus Budget Reconciliation 
Act of 1987 
(HRD-83-56, 6-8-83) 

Budget Function: Income Security: Other income Security (609.0) 
Legislative Authority: Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). 45 C.F.R. 200. 45 C.F.R. 300. 45 C.F.R. 
400. 

GAO reviewed the implementation of provisions of title XXlil 
of the Omnibus Budget Reconciliation Act of 1981, which 
affects the Aid to Families with Dependent Children (AFDC) 
Program. 
Findings/Conclusions: GAO found variances in the way 
some States implemented the following provisions: (1) the 
150-percent income limit for eligibility; (2) the treatment of 
lump-sum income tax refunds as either a resource or in- 
come for eligibility or benefit payment amount purposes; 
and (3) special-need allowances for pregnant women. The 
Administration expected these provisions to save the Gov- 
ernment about $22 million in fiscal year 1982. The vari- 
ances that GAO found in implementation could result in the 
Government’s not realizing the full savings anticipated and 
may result in inequitable treatment of segments of the 
AFDC population. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Commissioner of 
Social Security to require Illinois, New Mexico, Pennsylvania, 
and Wisconsin to include special-need allowances in com- 
puting the 150-percent income limit for determining AFDC 
eligibility and to advise applicants previously denied assis- 
tance that they may be eligible and can reapply. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to monitor New York’s 
compliance with Federal requirements to include special- 
need allowances in its computing the 150-percent income 
limit to ensure that compliance is achieved. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to require New York to 
comply with its State regulations by using actual rent paid 
by a client in computing the 150-percent income limit when 
such rent is less than the maximum regional shelter allow- 
ances and removing from the rolls those with income that 
exceeds the reduced income limit. 
Status: Action completed. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to determine whether 
other States, those not covered by the GAO review, are ap- 

plying the 150-percent income limit improperly and correct 
any problems found. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to issue regulations 
after litigation has been completed on the issue of whether 
income tax refunds are to be considered an income for 
AFDC purposes, describing how income tax refunds are to 
be treated under the lump-sum payment provision by the 
States, or seek appropriate clarifying legislation if final court 
decisions are not consistent. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to advise the States 
that failure to specify in their State plans the circumstances 
under which the special-need allowances for pregnancy will 
be granted and to determine that a need actually exists in 
each case for the first and subsequent pregnancies will 
result in their State’s plans being out of compliance with 
Federal requirements and could result in the withholding of 
Federal financial participation. 
Status: Action in process. 

The Secretary of Health and Human Services should direct 
the Commissioner of Social Security to advise Minnesota 
that, since it has chosen to provide special-need allow- 
ances, it is not in compliance with Federal requirements by 
placing a ceiling on the total amount it will spend each year 
for all special-need allowances. 
Status: Action in process. 

Agency Comments/Action 

HHS agreed with the recommendations and began taking 
particular corrective actions in the specific States discussed 
in the report as well as for the other States not discussed to 
ensure that State policies and procedures are consistent 
with Federal requirements on the 150-percent-of-need test, 
special-need allowances, and pregnancy allowances related 
to ail pregnancies of AFDC recipients. It plans to follow up 
to ensure that procedures are revised where necessary and 
are being correctly applied by the States. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Social Security Administration Mecfs To Protect Against Possible Conflicts of Interest in its Disability Programs 
(HRD-83-65, 6-70-83) 

Budget Function: Income Security: General Retirement and Disability Insurance (601.0) 
Legislative Authorlty: P.L. 96-265. 

In response to a congressional request, GAO conducted a 
survey of the consultative examination process used by the 
Social Security Administration (SSA) to make disability 
benefit eligibility determinations. 

FlndlngslConclusions: GAO identified a loophole in SSA 
policies whereby physicians who are working for various 
State disability determination services (DDS) and under 
contract to SSA are prohibited from performing consulta- 
tive examinations but are permitted to have familial or finan- 
cial interests in firms or organizations that do perform these 
examinations. SSA policy pertaining to physician independ- 
ence states that all implications of possible conflicts of in- 
terest must be avoided. GAO believes that this policy should 
be strengthened and enforced. As a result of the current 
Policy, a situation existed in the SSA Chicago regional office 
where the Chief Regional Medical Advisor and one other 
medical consultant were associated with a firm which re- 
ceived almost $2 million in 1982 for performing consulta- 
tive examinations. While these arrangements were ap- 
proved in advance by SSA and did not violate Government 
standards of ethics, they did create a conflict of interest. 
Both medical consultants recently terminated their con- 
tracts with SSA. 

Recommendations to Agencies: The Secretary of Health 
and Human Services should require that the Commissioner 
of SSA revise SSA policies regarding physician independ- 
ence or consultative examinations to prohibit all SSA and 
DDS physicians, whether under contract or employees, 

from having familial or financial interests in firms or organi- 
zations doing consultative examinations. Contracts with 
physicians should be modified to include this prohibition. 
status: Action in process. 
I-he Secretary of Health and Human Services should have 
the Commissioner of SSA determine whether conflict situa- 
tjons, such as the one identified in Chicago, exist elsewhere 
at either the State or SSA level. 
Status: Action in process. 

Agency Actions/Comments 

HHS commented on the report in a letter dated February 
22, 1984. It stated that SSA is strengthening its policies to 
avoid the potential for conflicts of interest. Contracts be- 
tween physicians and SSA are being amended to include 
a provision prohibiting the physicians from performing 
consultative examinations for a State DDS or having a 
familial or financial interest in firms or organizations doing 
consultative examinations for a DDS. In addition, HHS 
stated that steps are being taken to determine the best 
policy guidance for State DDS’s in contracting with their 
physicians. With respect to the second recommendation, 
action has been taken to ident@ situations in which SSA 
and DDS medical consultants may have familial or finan- 
cial interests in organizations doing consultative examina- 
tions. HHS stated that it was contacting those physicians 
whose initial responses on this issue indicated a possible 
conflict of interest to find out more about these particular 
situations. Appropriate action is expected in each case. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 

SOCIAL SECURITY ADMINISTRATION 

The Social Security Adminislration’s Management of Personal Property at Headquarters Needs improvement 
(HRD-83-50, 6-21-83) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 

GAO reviewed the management of personal property which 
consisti of office furniture and equipment required for 
operations at the Social Security Administration (SSA) 
headquarters. 
Findings/Conclusions: GAO noted that the capitalized value 
of SSA personal property nationwide is about $164 million, 
of which $143 million is located at SSA headquarters. GAO 
found that SSA does not: (1) keep accurate inventory 
records of its stored personal propew; (2) adequately coor- 
dinate the disposal of excess property with the General 
Services Administration (GSA); or (3) make annual propew 
accountability surveys. GAO further noted that these prob- 
lems existed partly because SSA reorganized several times 
without monitoring personal property. 
Recommendations to Agencies: SSA should make annual 
physical inventories of personal property as required by 
SSA regulations. 
Status: Action in process. 
SSA should develop and maintain accurate inventory 
records of stored personal property. 
Status: No action initiated. 

SSA should adequately coordinate the disposal of excess 
personal property with GSA. 
Status: Action in process. 
SSA should make annual property accountability surveys at 
SSA headquarters. 
Status: Action in process. 
SSA should require that custodial officers obtain signed re- 
ceipts when they issue sensitive properly. 
Status: Action in process. 
SSA should emphasize to property management officials 
the need for controls over sensitive property to avoid loss or 
theft. 
Status: Action in process. 

Agency Comment&Action 

The agency generally agreed with the recommendations 
and said that action would be taken. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Medicare/Medicaid Funds Can Be Better Used To Correct Deficiencies in Indian Health Service Facilities 
(HUD-83-22, 8-l 6-83) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act (42 USC. 1395). Indian Health Care Improvement Act (P.L. 94-437). 

GAO reviewed the Indian Health Service’s (IHS) manage- 
ment of funds collected from .Medicare and Medicaid pro- 
grams for services provided in its facilities to Indians eligible 
for these programs. IHS is required by law to use the funds 
collected to make improvements in its facilities to enable 
them to meet and remain in compliance with Medi- 
care/Medicaid standards. 

Findings/Conclusions: In 1976, only half of IHS hospitals 
met the Medicare/Medicaid standards. IHS began applying 
its Medicare/Medicaid funds toward the objective of bring- 
ing all of its facilities into compliance with the standards 
and, by 1981, the objective was achieved. IHS now spends 
the funds primarily on recurring costs needed to maintain 
compliance. However, IHS has established a practice that 
results in the allocation of available Medicare/Medicaid col- 
lections to the facility that provided the services rather than 
redirecting them to the most needy facilities. This practice 
has not ensured that the facilities most in need of funds re- 
ceive them and has resulted in the accumulation of a large, 
unobligated balance of Medicare/Medicaid collections. GAO 
also found that the IHS Medicare/Medicaid billing and col- 
lection system is much more costly than those of private 

hospitals because: (1) IHS is not able to take advantage of 
the economies afforded by volume billing: and (2) the in- 
volvement of multiple IHS organizational levels in the pri- 
marily manual system is cumbersome and results in addi- 
tional work through the maintenance of duplicate records. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Assistant Secretary 
for Health to revise IHS procedures to allow unobligated 
Medicare/Medicaid collections to be distributed to IHS facili- 
ties with unmet needs. 
Status: No action initiated. Date action planned not known. 

The Secretary of Health and Human Services should direct 
the Assistant Secretary for Health to increase the efficiency 
of the IHS Medicare/Medicaid billing and collection system 
by such means as eliminating duplicative functions among 
the various IHS organizational levels and increasing auto- 
mation of the system where justifiable by cost savings. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

As of February 1984. the agency had not commented on 
the GAO recommendations. 
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DEPARTMENTOFHEALTHANDHUMANSERVICES 
Need To Eliminate Payments for Unnecessary Hospital Ancillary Services 
(HRD-83-74, g-30-83) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Social Security Act. Social Security Amendments of 1972 (P.L. 92-603). Social Security Amend- 
ments of 1983 (P.L. 98-21). Peer Review Improvement Act of 1982. Tax Equity and Fiscal Responsibility Act of 1982 (P.L. 
97-248). 

At 16 hospitals, GAO arranged for professional standards 
review organizations to examine the medical necessity of 
ancillary setices provided to Medicare beneficiaries. 
Findings/Conclusions: The professional standards review 
organizations found that about 6 percent of Medicare 
charges for ancillary services were unnecessary, and the 
percentage of unnecessary care for laboratory, special serv- 
ices, and radiology was about 10 percent each. It was fur- 
ther found that 32 percent of all physical therapy services 
were unnecessary, The dollar amount of unnecessary care 
was sizeable: at least $255,000 in unnecessary care may 
have been incurred in 1981 at one hospital. This unneces- 
sary care was paid for by Medicare because of the absence 
of effective medical necessib reviews. A new system will be 
phased in over 3 years that will reimburse hospitals pros- 
pectively on the basis of a flat rate established for each Med- 
icare case. The rate paid generally will depend upon how 
the case is classified by a diagnosis-related group and 
where the hospital is located. When a prospective reim- 

bursement system is established, there will be incentives for 
hospitals to eliminate unnecessary use of ancillary services. 
However, the data base used to establish the prospective 
payment rates is inflated with costs incurred in providing 
unnecessary care. 
Recommendations to Agencies: The Secretary of Health 
and Human Services should direct the Administrator of the 
Health Care Financing Administration to require profession- 
al review organizations to review and report on the medical 
necessity of hospital ancillary services and use the results as 
necessary to adjust the data base, which will be used to es- 
tablish the prospective payment rates for future years, start- 
ing in fiscal year 1986. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

As of February 1984, the agency had not commented on 
the GAO recommendations. 
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

HUD Should Strengthen Mortgagee Monitoring TO Reduce Losses 
(CED-81-108, 6-g-81) 

Budget Function: Commerce and Housing Credit: Mortgage Credit and Thrift Insurance (371.0) 

Mortgagees approved by the Department of Housing and 
Urban Development (HUD) are responsible for originating 
and servicing HUD-insured, single-family loans. If a mort- 
gagee fails to adequately assess a prospective home 
buyer’s ability to repay a loan or fails to provide proper ser- 
vicing of that loan, then defaults, foreclosures, and substan- 
tial losses to the Federal Government can occur. HUD pri- 
marily monitors this program through its Office of Mort- 
gagee Activities. If mortgagees violate HUD requirements in 
connection with their HUD-insured lending activities, HUD 
can impose sanctions against them through its Mortgage 
Review Board. 
Findings/Conclusions: The HUD system for reviewing mort- 
gage lenders participating in HUD-insured loan programs 
needs revised review goal-setting techniques, strict compli- 
ance with existing procedures, more effective review cover- 
age, and a stronger commitment to quality control of mort- 
gagee reviews. Improved loan origination and servicing 
would reduce foreclosures and the Federal Government’s 
losses. HUD is, at times, selecting for review mortgagees 
which have originated small numbers of HUD-insured loans 
while more active mortgagees are not reviewed as often. 
Mortgagees experiencing high foreclosure rates are often 
not selected for review. This practice is an ineffective use of 
limited resources, contributes to inadequate review cover- 
age, and limits opportunities to correct loan origination 
problems. Mortgagee review coverage is hindered, in part, 
by limited resources. Although HUD criteria for selecting 
mortgagees for servicing reviews are sound, they are often 
not followed. Seven of 11 area offices visited could not ac- 
curately account for all mortgagee servicing loans in their 
jurisdictions. The quality of the reviews is hindered by the 
loan specialists’ not spending sufficient time on reviews, 
inexperienced staff, and low priority given reviews by some 
area offices. 

Recommendations to Agencies: The Secretary of HUD 
should require the Office of Mortgagee Activities to play a 
stronger role in the quality control of mortgagee reviews by 
requiring more timely reporting of review findings to mart- 
yagees, more followup reviews on prior mortgagee defi- 
ciencies, and the use of coordinated reviews to monitor the 

largest mortgagees or those active in HUD-insured pro- 
grams nationwide. 
Status: Action completed. 
The Secretary of HUD should direct the Office of Mortgagee 
Activities (OMA) and all HUD area offices to follow existing 
HUD procedures on selecting mortgagees for origination 
and servicing reviews and require that area offkes submit to 
OMA, in advance, the required quarterly mortgagee review 
itineraries and document reasons why mortgagees were se- 
lected for servicing reviews. 
Status: Action completed. 

The Secretary of HUD should revise the methods the Office 
of Mortgagee Activities and HUD regional offices use to set 
area office mortgagee-servicing review goals to ensure that 
factors such as the number of mortgagees and their total 
HUD-insured loan portfolio, other area office workload 
priorities, and review staff availability and experience levels 
are considered. 
Status: Action in process. 
The Secretary of HUD should reassess how mortgagee re- 
views can be conducted most effectively to cover active 
mortgagees and evaluate alternative ways to provide neces- 
sary review coverage. 
Status: Action in process. 

Agency Comments/Action 

The method of setting goals is being revised in HUD to give 
emphasis to the GAO recommendation that mortgagees 
with high volumes of HUD-insured mortgages will be re- 
viewed. Completion is expected in March 1984. In April 
1982, all HUD offices were directed to follow existing pro- 
cedures on selecting mortgages for origination and servic- 
ing reviews. In the HUD year-end evaluation of field office 
performance, the timeliness of releasing reports has been 
stressed. HUD is directing its field offices to make followup 
reviews to monitor large, active, nationwide mortgages. 
HUD made geographic and programmatic changes to in- 
crease coverage. Using loan specialists to assist in origina- 
tion reviews will require a policy decision. 

196 



DEPARTMENTOFHOUSINGANDURBANDEVELOPMENT 
Defaulted Title I Home Improvement Loans--Highly Vulnerable to Fraud, Waste, and Abuse 
(AFMD-82-14, 12-7-81) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 
Legislative Authority: Housing Act Budget and Accounting Act (31 USC. 66a). Budget and Accounting Procedures 
Act of 1950. 4 C.F.R. 102.10. 4 C.F.R. 200.905. P.L. 84-863. S. 1249 (97th Cong.). 7 GAO 11. 2 GAO 6. 

GAO reviewed the Department of Housing and Urban De- 
velopment’s (HUD) loan servicing and accounting for de- 
faulted title I Home Improvement Loan Program loans. 
Under the title 1 program, HUD guarantees loans made by 
private lenders for home improvement. Defaulted loans 
are acquired by HUD when borrowers fail to make their 
loan payments and lenders return the loans to HUD for 
payment of an insurance claim. 
Findings/Conclusions: As a result of inadequate controls 
and outdated management practices, millions of dollars 
owed to the United States have been subject to waste, 
fraud, and abuse. Nationwide, thousands of borrowers 
have more than one home improvement loan in default. 
Since credit reports do not always show the previous 
loans, borrowers are often able to obtain multiple loans by 
simply not including information about other loans on 
their loan applications. Legislation has been introduced in 
Congress which, if enacted, would provide Federal agen- 
cies, including HUD, specific authorization to report de- 
faulting borrowers to credit bureaus. The following waste- 
ful management practices and accounting problems con- 
tribute to the high volume of uncollectible home improve- 
ment loans: (1) HUD loan servicing is not in compliance 
with Federal Claims Collection Standards; (2) millions of 
dollars are written off annually simply because no reason- 
able effort is made to locate defaulting borrowers; (3) 
liens are seldom obtained on assets owned by defaulting 
borrowers; (4) defaulting borrowers are charged a lower 
effective interest rate on their loans after default than they 
were charged when their loans were current; (5) the title I 
accounting system does not provide proper controls over 
such items as collections and inventory and does not 
properly account for interest income. Changes are needed 
to ensure aggressive loan servicing, remove rewards 
which encourage current borrowers to default, increase 
the use of legal remedies to obtain collections, and im- 
prove accounting methods. 
Recommendations to Agencies: The Secretary of HUD 
should direct the Assistant Secretary for Housing and/or 
Administration to ensure, before writing loans off as un- 
collectible, that locator services have been used to find 
defaulting borrowers. 
Status: Action completed. 
The Secretary of HUD should direct the Assistant Secre- 
tary for Housing and/or Administration to make full legal 
use of credit bureau reporting on loans in current invento- 
ry, should pending legislation be enacted. 
Status: Action in process. 
The Secretary of HUD should direct the Assistant Secre- 
tary for Housing and/or Administration to direct home im- 
provement lenders to report all title I loans and their sta- 
tus to credit bureaus and require lenders to obtain credit 

reports on loan applicants before making loans. 
Status: Action completed. 
The Secretary of HUD should direct the Assistant Secre- 
tary for Housing and/or Administration to improve internal 
controls over receipts and accounting records by imple- 
menting controls already required in HUD procedures. 
Also, complete the current inventory reconciliation and 
thereafter reconcile periodically. 
Status: Action completed. 
The Secretary of HUD should direct the Assistant Secre- 
tary for Housing to establish a system to control and track 
the expiration dates of liens obtained by lenders or the 
Department of Justice. 
Status: Action in process. 

The Secretary of HUD should direct the Assistant Secre- 
tary for Housing to determine a claim amount, based on 
such factors as legal cost involved, over which lenders will 
be required to obtain judgments and/or place liens on im- 
proved proper& before HUD pays an insurance claim. 
Status: Recommendation no longer valid/action not in- 
tended. To address the problems resulting in this 
recommendation, HUD reduced the ceiling on un- 
secured signature loans from $7,500 to $2,500. GAO 
feels that this action will reduce the volume of un- 
secured loans being returned to HUD in default. 

The Secretary of HUD should direct the Assistant Secre- 
tary for Housing to require that, when financially feasible, 
defaulted loans be referred to the Department of Justice 
for collection action before the loans are written off as un- 
collectible. 
Status: Action in process. 

The Secretary of HUD should direct the Assistant Secre- 
tary for Housing to establish and enforce foreclosure poli- 
cies on secured loans in accordance with the Federal 
Claims Collection Standards. 
Status: Action in process. 

The Secretary of HUD should direct the Assistant Secre- 
tary for Housing and/or Administration to initiate systemat- 
ic servicing of defaulted home improvement loans im- 
mediately upon receiving insurance claims from the 
lenders. 
Status: Action in process. 

The Secretary of HUD should charge defaulting borrowers 
the maximum allowable interest rate and amend HUD 
regulations in order to apply payments received in accord- 
ance with the U.S. Rule. 
Status: Action in process. 

The Secretary of HUD should increase the accuracy of fi- 
nancial reporting by computing and reporting interest on 
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defaulted home improvement loans under accrual ac- 
counting methods. 
Status: Action in process. 

Agency Comments/Action 

HUD is in agreement with the GAO recommendations 
and has developed plans to take actions to implement 
them. To date, HUD has notified ail lenders participating 
in the title I program to report defaulted borrowers to cre- 
dit bureaus. HUD has also proposed regulation changes 
to require all loans over $2,500 to be secured by the 
lenders at the time of the loan. The Internal Revenue 
Service is being used to help locate defaulted borrowers. 
Also, a new accounting system is being planned to auto- 
mate accounting and implement the recommendations 
on the way interest is calculated and to Increase the effec- 
tive interest rate charged defaulted borrowers, According 
to HUD officials, action on the GAO recommendations is 
still pending because draft regulations which address 
these issues have not been finalized. The expected com- 
pletion date is June 1984. 
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DE TMENT OF HOUSING AND URBAN DEVELOPMENT 

HVD’s bean Servicing Contfach for Multifamily Mortgages Meed Better Management 
(RCED-83-78, 3- 14-83) 

Budget Function: Community and Regional Development: Community Development (451 .O) 
begislatlve Auuthorlty: Executive Order 12352. OMB Circular A-76. 

In response to a congressional request, GAO evaluated 
the Department of Housing and Urban Development’s 
(HUD) reply to formal congressional questions concerning 
the HUD Region Ill contract and the proposed nationwide 
contract with the private sector for loan services. HUD 
plans to utilize the private sector contract to improve the 
servicing of HUD-held mortgages resulting in increased 
revenues from the collection of outstanding debt. 
FindingslCo.nclusions: GAO found that, since HUD has 
limited data on its own past performance and costs in 
collecting debts, it has had difficulty in establishing a basis 
for comparing the Region Ill contractor’s work against its 
own. To help monitor performance, HUD plans to develop 
an automated system for comparing its performance with 
the contractor’s performance. Regarding the monitoring 
of the Region 111 contractor’s work, HUD had not made the 
required quarterly visits to the contractor’s site to evaluate 
its performance. Furthermore, GAO stated that the initial 
provisions of the Region III contract governing the con- 
tractor’s basic payment fee were neither clearly spelled 
out nor fuully understood by HUD officials. GAO concluded 
that the HUD response to the questions was incomplete, 
its procurement practices for the Region III contract defi- 
cient in several respects, and some of the problems iden- 
tified with the Region III contract may apply to the nation- 
wide contract 
Recommendations to Agencies: The Secretary of HUD 
should direct that the basis used in reevaluating the con- 
tractor’s fee for the Region II1 contract and in evaluating the 
variables that will impact on assigning a value to the escrow 
funds for negotiating the fee for the nationwide contract be 
fully supported and documented in the contract files. 
Status: Action in process. 
The Secretary of HUD should direct that HUD develop a 
cost-effective system(s) for comparing HUD and contractor 
Performance and for reporting on debt collection activities. 
To assist in ensuring the system(s) represent a sound and 
consistent basis for reporting and that the costs of the 
system(s) do not exceed the anticipated benefits, the De- 
partment should utilize the qertise of its Policy Develop- 
ment and Research staff. 
status: Action in process. 
The Secretary of HUD should direct that the onsite monitor- 
ing visits by HUD be conducted as required and that the re- 
port on the results of the visits be provided to the contractor 
in a timely manner. 
status: Action completed. 

The Secrebry of HUD should direct that the Region III con- 
tract be further modified to make clear the payment provi- 
sions regarding partial payments, bringing delinquencies 
current resulting from a series of no monthly payments, 
carrying credits resulting from overpayments to subsequent 

months, and how fees will be computed for lump-sum pay- 
ments collected through workout agreements. Also, similar 
steps for the proposed nationwide contract should be taken 
if HUD decides to retain the Region Ill payment provisions. 
Status: Action in process. 
The Secretary of HUD should direct that contractor recom- 
mendations for workout agreements and foreclosure ac- 
tions be closely monitored. To assist in strengthening HUD 
approval of contractor recommendations, HUD should im- 
plement the recommendations in the Office of Inspector 
General’s report of October 20, 1982, and take the action 
outlined in the June 18, 1982, policy memorandum for 
designating staff in each office to become proficient in 
areas of workout and modification analysis. 
!%atus: Action completed. 
The Secretary of HUD should direct that the responsibility 
for the contract administration for loan servicing and ac- 
counting contracts for HUD-held multifamily mortgages be 
given to the Office of Procurement and contracts under the 
Assistant Secretary for Administration. 
Status: Recommendation no longer valid/action not intend- 
ed. Although HUD has adopted this recommendation for 
future procurements, HUD believes that the subject pro- 
curement, because of its technical nature, should be re- 
tained by the Office of Housing rather than that of Admin- 
istration. 
The Secretary of HUD should direct that a detailed evalua- 
tion be performed of the many variables that impact on as- 
signing a value to the escrow funds for negotiating a fee for 
the nationwide contract 
Status: Action in process. 
The Secretary of HUD should direct that the Region Ill con- 
tractor’s fee be reevaluated on its anniversary in accordance 
with the prospective price redetermination clause of the 
contract. 
Status: Action in process. 

Agency Comments/Action 

HUD agreed with most of the recommendations except for 
the recommendation that responsibility for contract admin- 
istration be given to the Office of Procurement and Con- 
tracts under the Assistant Secretary for Administration. 
Although HUD said that a procurement charter, effected 
March 30, 1983, satisfies the recommendation by placing 
future procurements with the Assistant Secretary for Ad- 
ministration, it felt that the technical nature of this procure- 
ment requires that HUD administer the contracts. Specifi- 
cally, HUD agreed to: (1) reevaluate the Region Ill contrac- 
tor’s fee on the anniversary date of the contract; (2) perform 
a detailed evaluation for valuing the escrow funds for nego- 
tiating a fee for the nationwide contraact; (3) document its 
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contract files to show the basis it uses for negotiating the 
contractor’s fees; (4) conduct monitoring visits as required 
and provide the results to the contractor on a timely basis; 
and (5) monitor contractor workout agreements and 
modifications. HUD has initiated actions which should 
satisfy most of the GAO recommendations once the na- 
tionwide contract is executed. HUD anticipates execution 
of the nationwide contract in May 1984. 



DEPARTMENTOFHOUSINGANDURI3ANDEVELOPMENT 
Rental Rehabilitation With Limited Federal Involvement: Who Is Being It? At What Cost? Who Benefits? 
(WED-83-148, 7-l l-83) 

Budget Function: Commerce and Housing Credit (370.0) 
Legislative Authority: Housing and Community Development Act of 1974 (P.L. 93-383). S. 1338 (98th Cong.). 

In response to a congressional request, GAO reviewed rent- 
al housing rehabilitation activities funded by the Communi- 
ty Development Block Grant (CDBG) Program. 
Findings/Conclusions: GAO assessed the rental rehabilita- 
tion programs in 73 communities across the Nation which 
managed CDBG programs during the past 3 years. GAO 
found that: (1) few communities have had recent experi- 
ence in designing, implementing, or evaluating rental reha- 
bilitation programs; (2) rehabilitation costs averaged about 
$7,000 per unit and frequently included improvements 
beyond those needed to eliminate housing deficiencies; (3) 
subsidies may have been greater than necessary because 
localities did not tailor finance methods to the projects’ situ- 
ations; and (4) localities often did not know whether lower 
income households were being assisted or displaced by 
rehabilitation because data were not kept. GAO concluded 
that, under the present CDBG Program, the potential for the 
displacement of lower income households and the target- 
ing of rental rehabilitation programs to benefit the poor is 
strong. 

Recommendations to Congress: The Senate Committee on 
Banking, Housing, and Urban Affairs should consider the 
option of including explicit cost controls such as placing an 
overall dollar limit on the per-unit rehabilitation funding pro- 
vided by the program. 
Status: Action completed. 
The Senate Committee on Banking, Housing, and Urban 
Affairs should consider the option of including explicit cost 
controls such as limiting Federal rehabilitation expenditures 
generally to those necessary to correct substandard condi- 
tions or repair major systems in danger of failure, thus ex- 
tending the useful life of housing units. 
Status: Action completed. 
The Senate Committee on Banking, Housing, and Urban 
Affairs should consider the option of including explicit cost 
controls such as requiring communities to enter into agree- 
ments with landlords restraining rents in subsidized units for 
some period of time to the lower of: (1) rents affordable by 
the program’s lower income beneficiaries (without addition- 
al rent subsidies), or (2) rents necessary to cover increases 
in debt service and owner equity. 
Status: Recommendation no longer valid/action not intend- 
ed. Action is not expected on this recommendation. 
The Senate Committee on Banking, Housing, and Urban 
Affairs, to facilitate national oversight of any new rental 
housing grant program, should consider requiring com- 
munities to have project owners provide standardized in- 
come and other demographic information annually to the 
local administering government on each household resid- 
ing in an assisted housing unit so that the results can be ag- 

gregated at the national level, or make some alternative pro- 
vision for collecting this information. 
Status: Action completed. 
The Senate Committee on Banking, Housing, and Urban 
Affairs, to facilitate national oversight of any new rental 
housing grant program, should consider requiring each 
participating local government to submit annual reports to 
the Department of Housing and Urban Development show- 
ing what it has accomplished during the fiscal year. 
Status: Action completed. 
The Senate Committee on Banking, Housing, and Urban 
Affairs, to facilitate national oversight of any new rental 
housing grant program, should consider requiring the De- 
partment of Housing and Urban Development to report to 
Congress on a periodic basis as to the overall progress of 
the program and certain minimum reporting requirements 
should include consolidated, verified information from all 
local governments on costs, services delivered, and pro- 
gram beneficiaries. 
Status: Action completed. 
The Senate Committee on Banking, Housing, and Urban 
Affairs, to facilitate national oversight of any new rental 
housing grant program, should consider explicitly defining 
the intended program beneficiaries and the extent to which 
rehabilitated units must be occupied by those beneficiaries. 
Status: Action completed. 
Recommendations to Agencies: The Secretary of Housing 
and Urban Development should explore requiring com- 
munities to evaluate their CDBG rental rehabilitation pro- 
gram in terms of cost effectiveness, tenant benefits, and dis- 
placement of lower income households. 
Status: No action initiated. Date action planned not known. 
The Secretary of Housing and Urban Development should 
explore requiring communities to have project owners pro- 
vide standardized income and other demographic informa- 
tion annually to the local administering government on 
each household residing in a CDBG-assisted housing unit 
so that the results can be aggregated at the national level, or 
make some alternative provision for collecting this informa- 
tion. 
Status: Action in process. 

Agency Comments/Action 

HUD is in the process of implementing regulations that 
would require communities to have project owners provide 
standardized income and other demographic information 
annualty to the local administering government on each 
household residing in a CDBG assisted housing unit. 
Congress strengthened evaluation requirements in 1983 
but the agencies’ implementation has not been completed. 
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DEPARTMENT OF JUSTICE 

Stronger Crackdown f&e&c/ on Clandestine Laboratories Manufacturir9g Dangerous Drugs 
(GGD-82-6, 1 l-6-81) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751.0) 
Legislative Authority: Controlled Substances Act (21 U.S.C. 801 et seq.). Psychotropic Substances Act of 1978 (P.L. 
951633). 

GAO assessed whether the Federal Government is mount- 
ing an effective attack on illicitly manufactured dangerous 
drugs and whether current legal sanctions pose a reason- 
able degree of risk to dangerous drug traffickers. 
Flndlngs/Conclusions: ln spite of concerted efforts by a few 
Drug Enforcement Administration (DEA) field offices which 
have produced an impressive increase in the number of 
clandestine laboratory seizures, clandestine laboratories 
continue to flourish. The battle against illegal laboratory 
operations is falling behind because: (1) the Federal strate- 
gy of achieving the highest possible level of risk for drug 
trafficking through appropriate sentencing has not been 
achieved; (2) DEA devotes more resources to investigating 
traffickers in cocaine and, in some cases, cannabis, both 
lower priority drugs, than to investigating traffickers in 
dangerous drugs, even though dangerous drugs have the 
second highest enforcement priority, surpassed only by 
heroin; and (3) DEA is not Fully using and developing the 
precursor liaison program which is the most important tool 
available for detecting and suppressing clandestine labora- 
tories. Additional resources would help DE4 deal with the 
dangerous drugs problem. But, given present economic 
conditions, a significant increase in resources is unlikely. 
Nevertheless, it is important that a more effective attack be 
mounted against clandestine laboratories because their 
product is deadly, and the laboratory drugs, unlike heroin, 
which is imported, have a domestic source. A strong 
domestic drug law enforcement program is essential in or- 
der for the United States to convince other nations of its 
commitment to control drug abuse and achieve interna- 
tional cooperation in drug control. 
Recommendations to Congress: Congress should amend 
the Controlled Substances Act to increase the maximum 
penalties for trafficking in all Schedules 1 and II nonnarcotic 
drugs, including phencyclidine, to equal the maximum 

penalties for trafficking in Schedules 1 and 11 narcotic drugs. 
Status: Action in process. 
Recommendations to Agencies: The Attorney General 
should direct the Administrator of the Drug Enforcement 
Administration (DEA) to analyze field offices’ use of investi- 
gative resources that deviate from the high enforcement 
priority ranking assigned to dangerous drugs and, where 
deviations are not justified, formulate plans to allocate in- 
vetigative resources commensurate with the severity of the 
problem. 
Status: Action completed. 
The Attorney General should direct the Administrator of 
DEA to direct field offices to comply with the requirements 
of the precursor liaison program and to establish pro- 
cedures to be followed by DE;4 headquarters staff in moni- 
toring field offices’ compliance with such requirements. 
status: Action completed. 
The Attorney General should direct the Administrator of 
DEA to carry out the current plans to implement the precur- 
sor chemical information system developed by the DE4 Of- 
fices of Enforcement and Intelligence In 1979. 
Statas: Action completed. 

Agency Comments/Action 

The agency concurred with, and has taken action to ad- 
dress, all the recommendations in the report Specifically, 
the agency has implemented a new, more specific form of 
planning which should enhance its ability to track deviations 
of investigative resources from agency priorities. It has reor- 
ganized its organizational structure enabling better compli- 
ance with precision liaison program requirements. It has 
also contacted GSA in an effort to expedite implementation 
of the precursor chemical information system. 
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Stronger Federal Effort Needed in Fight Against Organized Crime 
(GGD-82-2, 72-7-8 7) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751 .O) 
Legislative Authority: Organized Crime Control Act of 1970 (P.L. 91-452). RICO (Racketeer Influenced and Corrupt Organi- 
zation) Act (18 U.K. 1961 et seq.). Tax Reform Act of 1976. United States v. Thevis, 474 F. Supp. 134, (N.D.GA. 1979). 
United Stat& v. Mannion, 79 Cr. j44, (S.D.N.Y. 1980). 

Organized crime derives billions of dollars in illegal income 
annually from it.5 activities. It is costing the Government ap- 
proximately $100 million a year to fight organized crime. 
The strike force program was designed to focus an experi- 
enced and coordinated Federal enforcement and prosecu- 
tive attack against this major national problem. GAO was re- 
quested to evaluate Justice’s role in impeding, restricting, 
and combating organized crime activities and to conduct a 
followup of a prior GAO report dealing with organized crime 
tike forces. 
Findings/Conclusions: GAO found that efforts made on the 
part of the Department of Justice to better plan, organize, 
and direct the Federal effort against organized crime have 
led to strike forces successfully obtaining indictments 
against and prosecuting high level organized crime figures. 
The establishment of the National Organized Crime Pian- 
ning Council to coordinate efforts against organized crime, 
the setting of broad priorities and targets, the use of case in- 
itiation reports and efforts to develop an evaluation system 
are steps in the right direction. Justice must do more to im- 
prove the focus and direction of the program by establish- 
ing executive committees in each strike force. Law enforce- 
ment agencies must be brought into the activities to devel- 
op specific priorities and targets to break up organized 
crime. GAO found that the full potential of the Racketeer in- 
fluenced and Corrupt Organization Act (RICO) statute in the 
fight against organized crime has not been realized. While 
the statute has been used to obtain significant sentences for 
some convicted defendants, there have been few asset for- 
feitures in organized crime cases. RICO does not adequate- 
ly introduce concepts not commonly used in criminal law. 
What has emerged are a variety of interpretations and tests 
which are sometimes inconsistent among jurisdictions. The 
final outcomes of Federal efforts against organized crime 
are the indictment, conviction, and imprisonment of organ- 
ized crime figures. The Federal goal of disrupting organ- 
ized crime will be difficult to accomplish under current sen- 
tencing patterns. 

Wecommendations to Congress: Congress should make ex- 
plicit provision for the forfeiture of any profits and proceeds 
that are: (1) acquired, derived, used, or maintained in vioia- 
tion of the RICO Act; or (2) acquired or derived as a result of 
a RICO violation. 
Status: Action in process. 

Congress should clarify that interests forfeitable under the 
RICO Act include assets illicitly derived, maintained, or ac- 
quired that are held or owned in an individual capacity by a 
member of a de facto association or enterprise convicted of 
violating the RICO statute. 
Status: Action in process. 

Congress should authorize forfeiture of substitute assets but 
only to the extent that assets forfeitable under the RICO Act: 
(1) cannot be located; (2) have been transferred, sold to, or 
deposited with third parties; or (3) placed beyond the gen- 
eral territorial jurisdiction of the United States. This authori- 
zation would be limited to the values of the assets 
described. 
Status: Action in process. 
Congress should make legislative changes to improve the 
use of the Tax Reform Act of 1976. 
Status: Action in process. 
Recommendations to Agencies: The Attorney General 
should establish an executive committee in each strike 
force. 
Status: Recommendation no longer valid/action not intend- 
ed. The Attorney General has required establishment of 
Law Enforcement Coordinating Committees to assemble 
all law enforcement resources including Strike Forces, 
Federal investigative agencies, and State and local enti- 
ties to assess local law enforcement needs and imple- 
mentation of a comprehensive district plan best utilizing 
Federal resources. 
The Attorney General should ensure that all Federal law en- 
forcement agencies participating in the program to fight or- 
ganized crime activeiy participate in the functions of the ex- 
ecutive committees. 
Status: Recommendation no longer valid/action not intend- 
ed. The Attorney Genera/ has decided to establish Law 
Enforcement Coordinating Committees in each district, 
chaired by the U.S. Attorney. This will bring together all 
law enforcement resources including Strike Forces, Fed- 
eral investigative units, and State and local entities and 
will provide a basis for coordination of resources in the 
district. 
The Attorney General should require that ail cases not in- 
volving organized crime figures or utilization of extensive In- 
vestigative resources be transferred to U.S. Attorney’s Of- 
fices for prosecution rather than using the limited resources 
of the strike forces to prosecute these cases. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency strongly disagrees with the recommen- 
dation although GAO believes it to be appropriate, 
The Attorney General should emphasize that case Initiation 
reports be prepared for ail organized crime cases. This will 
provide a means to ensure that: (1) strike forces’ resources 
are appiied only to cases involving organized crime figures 
or utilization of extensive investigative resources; and (2) 
cases transferred to U.S. Attorney’s Offices when appropri- 
ate. 
Status: Action completed. 



The Attorney General should ensure that an evaluation sys- 
tem is developed that will measure the performance and ac- 
complishments of the strike forces so that management 
improvements can be made where appropriate. 
Status: Action in process. 

Agency Comments/Action 

Justice agreed that there is room for improvement in the 
Federal program against organized crime. It concurred 
with many of the report’s suggestions and has already 
taken steps to implement several of the necessary 
changes. It concurred with the GAO legislative recom- 
mendations and agreed that such changes would assist it 
in fighting organized crime. Justice has revised its case in- 
itiation reporting system. This will accomplish the recom- 
mendations. Justice believes in the need to evaluate the 
success or failure of the program and is in the process of 
taking a variety of actions to accomplish the recommen- 
dations. It did not agree to reestablish executive commit- 
tees, but has taken action to establish law enforcement 
coordinating committees. It did not believe that any more 
cases could be processed that are presently being trans- 
ferred from strike forces to U.S. Attorneys’ offices. GAO 
does not agree with this position. Congressional bills have 
been introduced on several occasions but no final action 
has been taken by Congress. 
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DEPARTMEPIT OF JUSTICE 

Major System Acquisition Management in the Department of Justice 
(GGD-82-78, 72-29-87) 

Budget Function: Procurement - Other Than Defense (990.4) 
Legislative Authority: OMB Circular A-109. 

GAO reviewed the Department of Justice’s progress in im- 
plementing Office of Management and Budget (OMB) Cir- 
cular A-109 to manage major system acquisitions. Circular 
A-109 supplies a framework of flexible management poli- 
cies that can be applied to all systems, ranging from de- 
fense weapons to electronic data processing. Under the 
guidelines of A-l 09, each agency must: (1) define the need 
in terms of its mission; (2) reconcile needs and goals with 
agency capabilities; (3) evaluate industry’s competitive ef- 
forts to develop alternative designs; and (4) choose the best 
alternative on the basis of demonstrated performance and 
price commitments. Emphasis is on mission-oriented 
planning, high visibility, strong program management, and 
reliance on private industry for alternative system designs. 
FfndingsKonclusions: GAO found that Justice has not es- 
tablished an adequate foundation for implementing Circular 
A-109. Justice has not issued an implementing directive, 
provided any training, or designated any programs as major 
system acquisitions. A directive implementing Circular A- 
109 in Justice is needed. In addition, the responsibility for 
implementing and monitoring A-109 is not clearly placed 
within Justice. This responsibility should lie within an office 
which deals with planning and policy. The acquisition exec- 
utive should make sure that the delegated responsibility IS 
clear and is focused on an individual office which has 
Justice-wide oversight of planned major system acquist- 
tions. Justice has not designated any acquisition programs 
as A-109 programs. However, most electronic data proc- 
essing programs meet the cost criterion to be so designat- 
ed. GAO believes that more effort is needed to identify po- 
tential major system acquisition programs. 

Recommendations to Agencies: The Assistant Attorney 
General for Administration should place the responsibility 
for implementing and monitoring A-109 in an appropriate 
office in the Justice Management Division and designate a 
focal point of responsibility for monitoring A-109 imple- 
mentation in each of the larger organizational components. 
Status: Action in process. 

The Assistant Attorney General for Administration should is- 
sue a department-wide directive covering policies, pro- 
cedures, and guidelines to be followed in A-l 09 implemen- 
tation. 
Status: Action in process. 

The Assistant Attorney General for Administration should 
provide training in major system acquisition management 
through either Department of Justice training programs or 
Federal Acquisition Institute programs. 
Status: Action in process. 

Agency Comments/Action 

The agency will implement all of the recommendations by 
developing and issuing a department-wide directive on 
OMB Circular A-109 related activities (major systems ac- 
quisitions). The agency completed its informal review proc- 
ess and received comments from various bureaus in No- 
vember 1982. The new directive is ready but is being held 
awalting an OMB modification of the A-109 Circular. The 
modification is not expected before March 1984. The De- 
partment of Justice will modify its A-l 09 directive according 
to the OMB changes before it is issued. 
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DEPARTMENT OF JUSTICE 

BUREAU OF PRISONS 

Improved Prison Work Programs Will Benefit Correctional Institutions and Inmates 
(GGD-82-37, 6-29-82) 

Budget Function: Administration of Justice: Federal Correctional Activities (753.0) 
Legislative Authority: Justice System Improvement Act of 1979 (P.L. 96-157; 93 Stat. 1167; 93 Stat. 12 15). Department of 
Justice Appropriation Authorization Act, Fiscal Year 1979 (P.L. 95-624; 92 Stat. 3464). 18 U.S.C. 4121 et seq. 

Federal and State correctional institutions operate institu- 
tional work programs and industrial work programs to re- 
duce idleness, to provide inmates with marketable job skills 
and meaningful work experience, and to reduce correction- 
al costs. GAO reviewed these programs to: (1) determine 
how well these goals are being achieved in Federal prisons, 
and (2) evaluate Federal efforts to help the States improve 
the operation of their prison work programs. 
Findings/Conclusions: Institutional work is important for the 
day-to-day operations of prisons, but the typical institutional 
job does little to enhance inmate work skills. Many more in- 
mates than necessary are assigned to these tasks, which 
undermines the goal of reducing idleness and results in 
shortened work schedules and make-work projects. In con- 
trast, the industry work programs, which provide inmates 
with work experience more relative to outside employment 
and which help reduce prison costs, were sometimes short 
of workers. GAO believes that many workers assigned to in- 
stitutional tasks could be more appropriately employed in 
existing prison industries and that the industries could be 
expanded to absorb an even greater number of inmates. 
However, before this can happen, several problems must be 
overcome. The Bureau of Prisons does not have system- 
wide criteria for determining the number of workers needed 
to perform institutional tasks. In addition, prison industry su- 
pervisory personnel have been limited by an administrative 
personnel ceiling which arbitrarily restricts the number of 
inmates that could be employed in the industrial programs. 
Concerns over competition with private businesses for the 
Federal market also hinder expansion. Finally, the quality of 
the work experience could be improved. Prison industries 
tend to place more emphasis on teaching good work habits 
than on developing job skills. 
Recommendations to Agencies: The Attorney General 
should require the Director of the Bureau of Prisons to: (1) 

develop inmate criteria for major institutional work pro- 
grams based on inmates being involved in full-time, pro- 

ductive employment; (2) monitor inmate assignments to in- 
stitutional work to ensure that such assignments are in ac- 
cordance with staffing criteria; and (3) disseminate the 
results of studies on more efficient utilization of inmates in 
institutional work programs to all correctional institutions. 
Status: Action in process. 

The Board of Directors of Federal Prison Industries should 
work with the Attorney General and the Commissioner of 
Federal Prison Industries to: (1) provide guidance on the 
Federal product market that can appropriately be supplied 

by industries without overly competing with private industry; 
(2) develop additional incentives to attract to industries as 
many inmates as possible who are not required for institu- 
tional work; and (3) improve inmate training opportunities 
through increased emphasis on job skills relevant to those 
needed for employment in the private sector and by requir- 
ing inmate work schedules and productivity levels to more 
closely emulate those found in the private sector. 
Status: Action in process. 

The Board of Directors of Federal Prison Industries should 
work with the Attorney General and the Director of the Of- 
fice of Management and Budget to remove constraints on 
supervisory personnel ceilings for Federal Prison Industries. 
Status: Recommendation no longer valid/action not intend- 
ed. Justice has formally requested an exemption from 
the OMB-directed personnel ceiling for Federal Prison 
industries. OM5 has verbally denied Justice’s request 
and plans to followup with a written denial. 
The Attorney General should require the Director of the Na- 
tional Institute of Corrections to collect and disseminate in- 
formation regarding the operations of the Free Venture and 
Prison Industry Enhancement Programs. 
Status: Recommendation no longer valid/action not intend- 
ed. Justice planned to carry out the recommendation, 
but budgetary constraints preclude implementatron. 
GAO does not p/an to pursue the recommendation fur- 
ther. 
The Attorney General should submit to Congress anticipat- 
ed future plans for the Free Venture and Prison Industry 
Enhancement programs, including a proposed designation 
of agencies to administer the two programs after termina- 
tion of the Law Enforcement Assistance Administration. 
Status: Action in process. 

Agency Comments/Action 

The agency stated that it has completed or has actions 

underway to implement all of the recommendations ex- 
cept one. In this instance, the agency stated that it 
planned to implement the recommendation, but budget- 
ary constraints preclude Implementation. The recommen- 
dations to the Attorney General and the Board of Direc- 
tors of the Federal Prison Industries characterued as hav- 
ing action in process have not been implemented be- 
cause of the nature of the recommendations. These 
recommendations require establishment of procedures 
which take time to develop and test. 



DEPAFU-MENTOFJUSTICE 

BUREAU OF PRISONS 

Community-Based Correctional Programs Could Be More Extensively Used Within the Federal Criminal Justice 
System 
(GGD-82-69, 7-2-82) 

Budget Function: Administration of Justice: Federal Correctional Activities (753.0) 

GAO conducted a study of alternatives to probation and 
confinement in a secured institution for the rehabilitation of 
nonviolent offenders. 
FindingsXoncluslons: Traditionally, the Federal courts 
have used two options for sentencing offenders, probation 
and confinement in an institution. GAO work has shown 
that there is a need for an alternative that will help fill the 
void between these options. Federal officials have stated 
that some incarcerated Federal offenders could be housed 
in less secure settings, and several States already have such 
alternative sentencing programs. The Bureau of Prisons 
and the Federal Probation Service developed plans for a pi- 
lot project designed to meet this need, but the project was 
postponed because of fiscal year 1982 budget cuts. GAO 
believes that the decision not to go ahead with the project 
should be reconsidered. Since the Federal prison popula- 
tion has risen above capacity, and indications are that it will 
continue to rise, GAO believes that it would be beneficial to 
begin to test alternative sentencing options as soon as pos- 
sible. Such an approach would enable the Bureau of Pris- 
ons to more effectively cope with its overcrowding prob- 
lems. In addition, GAO discovered that the Bureau uses 
halfway houses to help incarcerated offenders make the 
transition from the institution to the community. GAO found 
that the Bureau could offset a larger portion of its operating 
costs of the program by enforcing its policy that requires 

halfway house residents to pay a share of their room and 
board costs. 
Recommendations to Agencies: The Department of Justice 
should direct the Director of the Bureau of Prisons to recon- 
sider the decision to postpone the alternative sentencing pi- 
lot project. 
Status: Action completed. 
The Bureau of Prisons should determine what action half- 
way houses take regarding the collection of rent from em- 
ployed inmates. If the Bureau finds that unjustifiable incon- 
sistencies still exist regarding whether inmates pay or the 
amount they pay, the Bureau should revise its policy and 
implementing instructions to ensure that charges to in- 
mates for rent are made on an equitable basis. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 
Justice stated that the pilot program has been delayed be- 
cause sufficient funds have not been available to fully sup- 
port programs already developed. It stated that the Bureau 
of Prisons is exploring the feasibility of running a small pilot 
project in one district when the 1983 budget has been 
determined. With respect to the coilection of rent from half- 
way house residents, the Bureau will make every effort to 
see that rent is collected from residents on an equitable 
basis. 
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DEPARTMENT OF JUSTICE 

The Bureau of Prisons Can Take Certain Actions To Make Sure Its Correctional Training Is Both Relevant and 
Cost Effective 
(GGD-82-75, 9-30-82) 

Budget Function: Administration of Justice: Federal Correctional Activities (753.0) 

GAO reviewed certain aspects of the Bureau of Prisons’ 
training practices. 
FlndlngslConclusions: The Bureau’s policy is to provide 
firearms training in the use of three types of weapons to vir- 
tually all of its employees. The Bureau also requires that all 
of its correctional officers be trained on carbine weapons, 
even though several of its institutions do not use them. 
These practices are resulting in certain individuals’ receiv- 
ing unnecessary training. GAO believes that consideration 
should be given to exempting more Bureau employees 
from firearms training. By changing these practices, the 
Bureau could make funds available for improving firearms 
training for employees who have the greatest potential for 
using weapons. Most of the Bureau employees interviewed 
by GAO regarding self-defense training were skeptical of 
their ability to use the techniques being taught. There were 
indications that the self-defense training may not develop 
proficiency. The Bureau needs to assess the results of this 
program so that it can determine whether changes in its 
content are necessary. The Bureau delivers its correctional 
training to new employees at a training center. GAO recog- 
nizes advantages to this approach but, because increasing 
transportation costs and budget restrictions might make 
centralized training too expensive, other approaches to pro- 
viding training need to be explored. 
Recommendations to Agencies: The Attorney General 
should require the Director of the Bureau of Prisons to pro- 
vide: (1) firearms training only to those administra- 
tive/support staff who have the greatest potential for using 
weapons; and (2) carbine training only to those correctional 
staff who need it. In addition, the Director should consult 
with firearms experts to determine what improvements to 
the firearms training program are needed to enable Bureau 
staff to use firearms more safely and effectively. 
Status: Recommendation no longer valid/a&ion not intend- 
ed. There is a philosophical difference between the 
Bureau’s method of providing training and the approach 
cited in the report. To agree with GAO, it would have to 

concur that its current method does not enable it to ade- 
quately train employees within existing resource con- 
straints. Justice is not receptive to the recommendation. 
Consideration is being given 70 discussing this with cog- 
nizant committees. 
The Attorney General should require the Director of the 
Bureau of Prisons to determine whether employees are suc- 
cessfully using aikido when they are faced with dangerous 
situations. If employees have little confidence in aikido, the 
Bureau should either modify its existing program or devel- 
op some other self-defense technique. 
Status: Action in process. 
The Attorney General should require the Director of the 
Bureau of Prisons to explore alternative ways of delivering 
introductory correctional training so that if the cost of the 
current approach becomes prohibitive, a well-thought-out 
alternative can be adopted. One suggestion which should 
be given priority consideration is the elimination of central- 
ized training for administrative/support staff. 
Status: Recommendation no longer valid/action not intend- 
ed. The Bureau thinks that centralized training is valu- 
able and does not intend to consider alternatives. GAO is 
considering discussing this matter with the cognizant ap- 
propriations and oversight subcommittees to obtain evi- 
dence of any interest they might have in this area. 

Agency Comments/Action 

Justice disagreed with most of the issues discussed in the 
report. It stated that: (1) the Bureau of Prisons sees a defi- 
nite need for training all new employees in the use of 
firearms; (2) firearms training is being adequately provided 
within existing timeframes; (3) aikido-based self defense 
training has been effective; and (4) centralized training does 
result in high travel costs, but the potential cost of abandon- 
ing it for fractured, inconsistent training effort would result 
in an even greater concern. 
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DEPARTMENT OF JUSTICE 

Greater Oversight and Uniformity Needed in U.S. Attorneys’ Prosecutive Policies 
(GGD-83-17, 70-27-82) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (752.0) 
Legislative Authorlty: S. 1437 (95th Cong.). H.R. 1647 (97th Cong.). S. 1555 (97th Cong.). H. Rept. 96-1396. H.R. 6915 
(96th Cong.). OMB Circular A-73. 

Pursuant to a congressional request, GAO examined the 
Department of Justice’s management of prosecutive dis- 
cretion exercised by U.S. attorneys, the chief Federal 
prosecutors at the local level. 
Findings/Conclusions: GAO found that Justice has not rou- 
tinely provided close oversight of their activities, which has 
resulted in the establishment of differing prosecutive poli- 
cies and practices throughout the U.S. Attorneys’ Offices. 
Therefore, declination policies have been incompatible with 
Federal law enforcement priorities and have not been coor- 
dinated with State and local authorities. Federally declined 
cases have not been referred to such authorities for 
prosecutive decisions, and similarly situated Federal of- 
fenders have been treated inconsistently because of varying 
decisions on whether to prosecute, to use pretrial diversion, 
or to use plea agreements. 
Recommendations to Agencies: The Attorney General 
should upgrade the capability of the Executive Office to per- 
form systematic evaluations of the performance of U.S. At- 
torneys’ Oftices and require the Executive Office to work 
with the Internal Audit Staff to identify review areas where 
internal audits are needed to supplement management 
oversight of U.S. attorneys’ operations. 
Status: Action completed. 

The Attorney General should establish reporting require- 
ments that will provide information on the types and fre- 
quency of plea agreements and require that these data be 
used to monitor and periodically evaluate the use of plea 
agreements by U.S. attorneys. 
Status: Action in process. 

The Attorney General should establish more specific guid- 
ance for U.S. attorneys to follow in determining which indi- 
viduals, depending on the offenses committed, are con- 
sidered appropriate for pretrial diversion in order to ensure 
its consistent and maximum application. 

Status: Action in process. 

The Attorney General should require the Criminal Division 
to routineiy monitor and evaluate the use of pretrial diver- 
sion throughout the U.S. Attorneys’ Offices in order to en- 
sure that U.S. attorneys comply with established guidelines, 
to identify and resolve disparities in the use of pretrial diver- 
sion, and to identify further improvements needed in the 
use of pretrial diversion. 

Status: Recommendation no longer valid/action not in- 
tended. Although Justxe does not intend to implement 
th1.s recommendation, GAO continues to believe act/on 
is needed. WIthout fhe routine evaluation of pretrial 
diversion, Justice will have no means of ensuring that 
its guidelines are implemented. 
The Attorney General should establish more specific plea 
agreement policies to guide U.S. attorneys regarding the 

types of plea agreements that can be used to ensure greater 
consistency in plea agreement practices and thereby mini- 
mize disparities in the types of plea agreements and con- 
cessions that are made available by Federal prosecutors to 

defendants. 

Status: Recommendation no longer valid/action not in- 
tended. Justice does not intend to implement detaIled 
policies. It has pursued improvements to Its manage- 
ment information system which it be//eves WI// enable 
closer monitoring of plea agreement practices. GAO 
believes that better data should enable Justrce to moni- 
tor and achieve greater consistency In the use of plea 
agreements. 

The Attorney General should establish declination pollcles 
that will minimize disparities and help focus the use of Fed- 
eral law enforcement resources on crimes designated as 
priority offenses. 

Status: Recommendation no longer valid/action not in- 
tended. Justice does not Intend fo implement detalled 
declination policies. It anticipates that the lmplementa- 
tion of its improved management information system 
will enable proper oversight of dednatfon decisions. 
GAO believes that improved data should enable Jus- 
tice to monitor and achieve greater consistency /n de- 
clination decisions. 

The Attorney General should establish requirements to pro- 
vide for evaluating the operation of Federal-State Law En- 
forcement Coordinating Committees to ensure, among oth- 
er things, that procedures are implemented so that con- 
current jurisdiction cases declined for Federal prosecution 
are referred to State and/or local authorities. 
Status: Action in process. 

The Attorney General should ensure that U.S. attorneys 
adhere to management information reporting requirements 
so that caseload data will be accurate and WIII provide the 
means to monitor, assess, and revise, when necessary, the 
declination policies of U.S. attorneys. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with the recommendations to improve 
coordination of prosecutive policies, improve manage- 
ment information systems, and upgrade field evaluations 
of U.S. Attorneys’ offices. It disagreed with the recommen- 
dations to establish greater uniformity in declination and 
plea agreement policies because it believes that U.S. attor- 
neys need flexibility. It stated that its improved manage- 
ment information system will promote consistency by pro- 



viding the capability to monitor and compare criminal 
case dispositions among offices. GAO believes that the 
use of the improved management information system 
should achieve the objectives of its recommendations by 
promoting consistency in criminal case dispositions 
throughout U.S. attorneys’ offices. 
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DEPARTMENT OF JUSTICE 

Legislative Changes Are Needed To Handle Certain Cases Under the Federal Youth Corrections Act 
(GGD-83-40, 3-9-83) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (752.0) 
Legislative Authority: Magistrates Act (Federal) (18 U.S.C. 3401 et seq.). Youth Correction Act (18 U.S.C. 5005 et seq.). 
Parole Commission and Reorganization Act 18 U.S.C. 3651. 18 U.S.C. 4205(f). 

GAO issued a report on a review of Federal parole practices 
to assess how well the U.S. Parole Commission carries out 
its activities and to determine the extent of coordination be- 
tween the Parole Commission and those Federal Govern- 
ment components which provide information to the Com- 
mission for its use in making parole release decisions. The 
GAO observations in this report are based on the earlier re- 
view of federal parole practices. 
Findings/Conclusions: GAO found that the 1979 amend- 
ments to the Federal Magistrates Act created disparities in 
the sentences that may be imposed by magistrates, com- 
pared with those of judges, under the Federal Youth Correc- 
tions Act for petty offenses and misdemeanors. Both 
judges and magistrates may impose a 5-year term of pro- 
bation for adults. A judge can also impose a 5-year term of 
probation under the Federal Youth Corrections Act, but a 
magistrate may impose only a 6-month or l-year term of 
probation for petty offenses and misdemeanors, respective- 
ly. The maximum sentences that judges and magistrates 
may impose on adult offenders for petty offenses and mis- 
demeanors are 6 months and 1 year, respectively. These 
are the same sentences which the 1979 amendments to 
Federal Magistrates Act authorized magistrates to impose 
under the Federal Youth Corrections Act However, the Fed- 
eral Youth Corrections Act provided that a judge will impose 
a 6-year sentence on a youthful offender For all offenses. An 
additional issue that was brought to the attention of GAO 
was the need for judges and magistrates to have the author- 
ity to impose a split sentence involving both incarceration 
and probation on youthful offenders. The Parole Commis- 
sion makes parole release determinations and the Federal 
Probation System supervises youthful offenders sentenced 
to incarceration by magistrates under the Federal Youth 
Corrections Act However, their sentences are so short that 
few, if any, benefits are obtained from parole consideration 
or parole supervision. 
Recommendations to Congress: Congress should amend 
the Federal Magistrates Act to remove the restriction on the 
term of probation that a magistrate may impose under the 
Federal Youth Corrections Act, 6 months for a petty offense 

and 1 year for a misdemeanor, to allow a magistrate to im- 
pose the same maximum period of probation that a judge 
can impose, 5 years. 
Status: Action in process. 
Congress should amend the Federal Magistrates Act to el- 
iminate the requirements that for youthful offenders sen- 
tenced to incarceration under the Magistrates Act: (1) the 
Parole Commission make parole release determinations; 
and (2) the Federal Probation System supervise them. 
Status: Action in process. 
Congress should amend the Federal Youth Corrections Act 
to: (1) limit the period of incarceration which a judge can 
sentence a youthful offender for a petty offense or mis- 
demeanor to 6 months and 1 year, respectively; and (2) au- 
thorize judges and magistrates to impose split sentences on 
youthful offenders. 
Status: Action in process. 

Agency Comments/Action 

The U.S. Parole Commission, the Chairman, Committee on 
the Administration of the Federal Magistrates System, Judi- 
cial Conference of the United States, and the Administrative 
Office of the United States Courts concurred with almost all 
of the recommendations contained in this report. H.R. 
2048, which was introduced on April 5, 1983, included a 
GAO proposed legislative change pertaining to the U.S. 
Parole Commission. These changes would: (1) enable 
judges and magistrates to more consistently handle cases 
involving youthful offenders; and (2) relieve the U.S. Parole 
Commission and the Federal Probation System of the re- 
sponsibility for canying out certain unproductive activities. 
The House and Senate Committees on the Judiciary have 
these matters under consideration at this time. 

On February 2,1984, the Senate passed S. 1762 which will 
eliminate special sentencing provisions for youth offenders. 
This would resolve the disparity problem between youth of- 
fenders and adults. 
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DEPARTMENT OF JUSTICE 

Changes Need& in Witness Security Program 
(GGD-83-25, 3-17-83) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751 .O) 
Legislative Authority: Organized Crime Control Act of 1970 (P.L. 91-452). Freedom of Information Act (5 U.S.C. 552). Civil 
Rights Act (42 USC. 1983). Judiciary Act (1 Stat. 73). Piemonte v. United States, 367 U.S. 556 (1960). Librach v. Federal 
Bureau of Investiclation, 587 F.2d 372 (8th Cir. 1978). H.R. 6508 (97th Gong.). H.R. 7039 (97th Cong.). S. 2420 (97th 
Cong.). 12 Stat.>85. 1 Stat. 87. 

In response to a congressional request, GAO evaluated 
operational aspects of the Department of Justice’s Witness 
Security Program. 
FindlngsXonclusions: GAO found that procedural deficien- 
cies had enabled relocated witnesses to avoid legal obliga- 
tions to the detriment of various third parties. An internal 
policy directive issued in April 1982 could help to mitigate 
these problems. However, legislative changes are needed to 
enhance the rights of third parties to enforce court judg- 
ments against witnesses and establish specific criteria to 
guide the program. GAO also found that program opera- 
tions cannot be adequately assessed because the program 
does not have adequate information and procedures to fa- 
cilitate evaluation. GAO concluded that specific legislative 
criteria need to be established to guide the operation of the 
program. Further, considering the cost and controversial 
nature of the program, GAO believes that Justice should es- 
tablish an information system and a mechanism to facilitate 
independent evaluation. 
Recommendations to Congress: Congress should enact 
legislation that requires the Attorney General to make rea- 
sonable efforts to serve legal process, especially court judg- 
ments, on a relocated witness and, in the case of a court 
judgment, to advise third parties in a timely manner about 
the witness’ intentions to comply with or otherwise respond 
to these judgments. 
Ststus: Action in process. 
Congress should enact legislation that requires the Attorney 
General to disclose, in a secure manner, the best known in- 
formation on the current identity and location of a witness 
only after a witness is given a chance to comply with or ap- 
peal a judgment and only in circumstances when the Attor- 
ney General is unable to determine on the basis of available 
evidence that: (1) the disclosure could likely result in physi- 
cal harm to the witness; or (2) the witness does not have the 
ability, financial or otherwise, to resolve the judgment. 
Status: Action in process. 
Congress should enact legislation to provide, upon petition 
of the affected third party, for Federal judicial review as to 
whether the disclosure decision made by ‘the Attorney Gen- 
eral was arbitrary and capricious, or without any reasonable 
factual basis. 
Status: Action in process. 
Congress should enact legislation to provide that any infor- 
mation disclosed to a third party by the Attorney General 
can be used only in connection with the process of seeking 
the legal enforcement of a court judgment and establish 
criminal penalties for the improper use of the this informa- 
tion. 
Status: Action in process. 

2x2 

Recommendations to Agencies: The Attorney General 
should modify program policies and procedures to reduce 
the chances of third parties being harmed by the relocation 
of witnesses while at the same time ensuring the safety of 
witnesses by advising witnesses when they enter the pro- 
gram that they are expected to comply with court judg- 
ments directed against them or to take the necessary legal 
actions to resolve such disputes, otherwise their new identi- 
ty and location will be disclosed to third parties who possess 
court judgments unless the Attorney General determines on 
the basis of available evidence that disclosure could be 
harmful to the witness’ physical safety or that the witness 
does not have the ability, financial or otherwise, to resolve 
the judgment. 
Status: Action in process. 
The Attorney General should modify program policies and 
procedures to reduce the chances of third parties being 
harmed by the relocation of witnesses while at the same 
time ensuring the safety of witnesses by notifying nonrelo- 
cated parents of the pending admission of a minor child to 
the program and of the procedures that Justice will follow 
to ensure that his/her legally established parental rights may 
be exercised after the child enters the program. 
Status: Action in process. 
The Attorney General should modify program policies and 
procedures to reduce the chances of third parties being 
harmed by the relocation of witnesses while at the same 
time ensuring the safety of witnesses by offering all 
witnesses the opportunity and necessary assistance (trans- 
portation, protection, etc.) to safely go into court and litigate 
civil matters. 
status: Action in process. 
The Attorney General should develop an information sys- 
tem and procedures to allow for appropriate evaluation of 
the program. 
Status: Action in process. 

Agency Comments/Action 

The Department of Justice agrees with the recommenda- 
tions to the Att,omey General and has begun initiatives, par- 
ticularly with respect to child custody and visitation matters, 
to meet the objectives of the recommendations. These ini- 
tiatives include notifying non-relocated parents of the pend- 
ing admission of a minor child to the program and assisting 
witnesses’ efforts to litigate these matters. Justice continues 
to oppose the recommendation to Congress to provide 
third parties with the right to a judicial review of nondisclo- 
sure decisions. 



Since the report was issued, two bills, HR. 3086 and S. 
1178, have been introduced addressing many of the prob- 
lems that GAO identified in the report In June 1983, GAO 
testified during hearings on H.R. 3086. This bill, which has 
been reintroduced as H.R. 4249, has been reported to the 
House Committee on the Judiciary while S. 1178 has been 
resubmitted as a portion of an overall crime package, S. 
1762, being considered by the Senate Committee. 
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DEPARTMENT OF LABOR 

Service Contract Act Should Not Apply to Service Employees of ADP and High-Technology Companies 
(I-MD-80-102, g-16-80) 

Budget Function: Education, Training, Employment, and Social Services: Other Labor Services (505.0) 
Lgglslatlve Authority: Service Contract Act of 1965 (41 U.S.C. 351 et seq.). Walsh-Healey Act (Government Contracts) (41 
U.S.C. 35 et seq.). Fair Labor Standards Act of 1938 (29 U.S.C. 201). Davis-Bacon Act (Wage Rates). Communications Act 
of 1934. Classification Act (5 U.S.C. 5102(c)(7)). Truth in Negotiations Act (Military Procurement) (P.L. 87-653). 29 C.F.R. 
4.132.29 C.F.R. 4.141.29 C.F.R. 541. P.L. 91-379. 5 U.S.C. 1082(7). 

The Service Contract Act of 1965 protects workers’ wages 
on Federal contracts when the contracts’ principal purpose 
is to provide services in the United States using service em- 
ployees. Minimum wages and fringe benefits must be based 
on rates that the Secretary of Labor determines as prevail- 
ing for service employees in the locality. The Department of 
Labor notified the General Services Administration (GSA) 
that the maintenance and repair services specifications of 
all Federal contracts for the purchase or rental of supplies 
or equipment were subject to the act. Soon thereafter, 
several major automatic data processing (ADP) and other 
equipment manufacturers announced their refusal to ac- 
cept any Government contract subject to the act Labor 
later issued an interim, nationwide wage determination cov- 
ering ADP maintenance and repair services which accepted 
currently paid wages and fringe benefits as prevailing for 
such services. Nevertheless, major ADP and other equip- 
ment manufacturers continued to reject Government con- 
tracts subject to the act. Labor then developed a proposed 
average entrance-level wage rate that could be paid to the 
industry’s service technicians subject to the Act. Labor’s at- 
torneys raised serious legal and policy questions concem- 
ing use of a nationwide entrance-level wage rate, thus Labor 
shelved the rate and issued wage determinations that ex- 
tend and expand the interim determination, while Labor of- 
ficials continue to study the matter. 
FlndlngslConcluslons: Labor’s decision could seriously af- 
fect maintenance and repair of the Government’s comput- 
ers, many of which are critical to national defense and secu- 
rity. GAO believes Labor’s position is not supported by the 
act’s language and legislative history, Labor’s regulations, 
or its administrative manual. The act was not intended to 
cover maintenance services related to commercial products 
acquired by the Government ADP, high-technology, and 
other commercial product-support service contracts, where 
Government sales represent a relatively small portion of a 
company’s total sales, do not have the same characteristics 
or incentives for contractors to deliberately pay low wages 
to successfully bid on Government contracts. The indus- 
tries’ argument, that the act’s application to such setices is 
not needed, has merit. Industry compliance would be coun- 
terproductive and costly. The administrative burdens and 
operating costs of each corporation would be increased. 
Merit pay systems and staff assignment practices would be 
disrupted. The application of the act could also have an in- 
flationary impact on the industries’ wage rates. 

Recommendations to Congress: Congress should amend 
the Service Contract Act to make it clear that the act ex- 
cludes coverage for ADP and other high-technology com- 
mercial product-support services, that is services the Gov- 
ernment procures based on established market prices of 
commercial services sold in substantial quantities to the 
public. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: Pending such action by 
Congress, the Secretary of Labor should temporarily ex- 
empt from the act’s coverage certain contracts and contract 
specifications for ADP and other high-technology commer- 
cial product-support services. 
Status: Action in process. 

Agency Comments/Action 

In its December 31, 1980 section 236 response, Labor to- 
tally rejected the report, taking exception to the findings, 
conclusions, and recommendations; it charged that the 
report contained material errors of fact and law. Because 
of the totality of Labor’s rejection, GAO issued a supple- 
mental report (HRD-82-102A, March 25, 1981), refuting 
the adverse comments and stating its continued belief 
that actions are rUlly justified and needed to permanentiy 
exclude Federal contracts, for ADP and other high-tech- 
nology commercial product-support services, from the 
act’s coverage. In October 1983, Labor, under the new 
administration, issued revised Service Contract Act regula- 
tions, including an administrative exemption from the act 
to ADP and other high-technology, commercial product- 
support service contracts. The regulations were to take 
effect on December 27, 1983. But, on December 2, the 
AFL-CIO filed suit to prohibit Labor from implementing 
the regulations, and Labor postponed the effective date of 
the regulations to January 27, 1984. On January 27, a 
district court upheld Labor’s proposed changes, but the 
AFL-CIO immediately appealed the decision. As of Febru- 
ary 15, 1984, the U.S. Court of Appeals had not ruled on 
the appeal, and Labor has not issued the revised regula- 
tions. Although Labor’s proposed changes are far short of 
congressional action to amend the act, the first option, 
Labor regulations should temporarily correct the problem 
GAO identified and, if properly implemented, should result 
in significant savings on the Government’s service con- 
tract costs. 
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DEPARTMENT OFLABOR 
Deparfment ef Labor Has Failed To Take the Lead in Promoting Private Sector Productivity 
(AFMD-81-10, 72-4-80) 

Budget Function: General Government Executive Direction and Management (802.0) 
Legislative Authority: Labor Management Cooperation Act of 1978. Comprehensive Employment and Training Act of 
1973. Executive Order 12089. 

Productivity improvement is a critical factor underlying ec- 
onomic growth and prosperity. The National Productivity 
Council is directed to act as a focal point in the executive 
branch for efforts to improve productivity in the private 
and public sectors of the economy. The Department of 
Labor has been directed to provide Federal leadership in 
productivity growth through improvement and innovative 
utilization of employee skills and capabilities, protection 
and improvement of the quality of working life in conjunc- 
tion with productivity improvement, and labor-manage- 
ment cooperation in productivity growth. 
Findings/Conclusions: GAO found that the Department of 
Labor has done very little to fulfill this leadership mandate, 
because of the low priority which it assigned to this re- 
sponsibility. Its existing, legislatively mandated programs 
do not have a direct focus on productivity and it has de- 
veloped no new programs in response to the President’s 
directive. Labor’s failure to respond to the President’s 
directive and provide leadership has hampered Federal ef- 
forts to improve private sector productivity. Because there 
are no funds in Labor’s annual appropriation specifically 
earmarked for implementation of improvement of produc- 
tivity, Labor must use general funds from other programs 
for this program. 
Recommendations to Congress: Congress should enact 
the following provisions into law. The Secretary of Labor 
shall establish an organizational unit at the Assistant 
Secretary level to serve as a focal point for Federal efforts 
to increase productivity within the private sector through 
more effective use of human resources, while at the same 
time protecting and promoting the economic and social 
well-being of workers. The organizational unit will: (1) de- 
velop, monitor, and update a Department-wide human re- 
source productivity plan; (2) coordinate productivity pro- 
grams within the Department and among departments 
and agencies with human resources productivity pro- 
grams; (3) monitor and evaluate the productivity impact 
of Department of Labor programs; (4) provide liaison with 
the private sector organizations concerned with human re- 
sources productivity; and (5) support research, informa- 
tion dissemination, and technical and financial assistance 

for private sector efforts to enhance human resources 
productivity. 
Status: Recommendation no longer valid/action not intend- 
ed. Congressional interests do not intend to introduce 
legislation on this matter. 

Recommendations to Agencies: The Secretary of Labor 
should assign specific leadership responsibilities to agen- 
cies within the Department. 
Status: Action in process. 
The Secretary of Labor should establish an ad hoc group 
within the Department to: (1) assess program needs; (2) 
consult with business, labor, and academic leaders to 
determine appropriate actions for the Department to take 
to improve productivity: (3) define program goals and ob- 
jectives, plan implementation; and (4) recommend organi- 
zational changes for the Department. 
Status: Action completed. 
The Secretary of Labor should create a focal point at the 
Assistant Secretary level to prepare specific program goals 
and objectives, to coordinate and monitor the Depart- 
ment’s programs, and to coordinate programs with other 
agencies. 
Status: Action completed. 

Agency Comments/Action 

Labor concurred with the GAO recommendations to the 
Secretary of Labor, but took no action to implement 
them. It maintained that it had addressed its assigned 
responsibilities under the memorandum implementing 
Executive Order 12089. Labor stated that assignments 
had been carried out and that it was fulfilling its produc- 
tivity leadership mandate through existing programs. La- 
bor has assigned specific leadership responsibilities to 
one agency in the Department. Extension of authority to 
provide leadership outside the Labor-Management Serv- 
ices Administration is under consideration. 
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DEPARTMENT OF LABOR 

Weak Internal Controls Make the Department of Labor and Selected CE7.4 Grantees Vulnerable to Fraud, Waste, 
and Abuse 
(AFMD-8 l-46, 3-27-8 1) 

Budget Function: Education, Training, Employment, and Social Services: Training and Employment (504.0) 
Legislative Authority: Budget and Accounting Procedures Act of 1950. Comprehensive Employment and Training Act of 
1973. Comprehensive Employment and Training Act Amendments of 1978. H.R. 350 (97th Cong.). H.R. 1526 (97th 
Cong.). 7 GAO 24.1. 7 GAO 25.6. 7 GAO 27.6. 

GAO reviewed activities in the Department of Labor and se- 
lected Comprehensive Employment and Training Act 
(CETA) grantees to determine: (1) whether Labor had a sys- 
tem of internal controls to protect adequateiy against fraud, 
waste, and abuse; and (2) how grantees of the CETA pro- 
gram protect against improper use of Federal funds and as- 
sets. 

Findings/Conclusions: Internal controls over disburse- 
ments, receipts, and property management at Labor head- 
quarters and four regional offices are not adequate to pro- 
tect Federal funds and assets. The result is fraud and abuse 
of Federal funds at Labor headquarters, some regional of- 
fices, and selected CETA grantees. Labor officials have not 
sufficiently monitored CETA grantee programs and activi- 
ties in terms of: (1) verifying internal controls; (2) ensuring 
that required audits are performed; and (3) ensuring that 
funds disbursed to grantees were spent in accordance with 
CETA legislation. Labor has initiated several efforts intend- 
ed to improve its internal controls and visibility over grantee 
activities. When fully implemented, these actions should im- 
prove controls over receipts and disbursements. Although 
these actions should result in a more effective CETA pro- 
gram, further improvements are still needed. 

Recommendations to Agencies: The Secretary of Labor 
should require regional offices to establish and/or effectively 
implement controls over separation of duties for those em- 
ployees handling Comprehensive Employment and Train- 
ing Act cash receipts from prime sponsors. 
Status: Action completed. 

The Secretary of Labor should require the Department to 
seek competitive bids on proposed procurements and to 
evaluate the results of a contractor’s ongoing performance 
before granting additional funding. 
Status: Action completed. 

The Secretary of Labor should require Labor headquarters, 
regional offices, and all grantees to thoroughly review 
vendor-submitted invoices and compare them with sup- 
porting documentation to determine whether they are legiti- 
mate or have already been paid. 
Status: Recommendation no longer valid/action not intend- 
ed. The CETA program ended October I, 7983, there- 
fore, the recommendations concerning it are no longer 
valid. 
The Secretary of Labor should require that the payroll sys- 
tern include data on employees’ outstanding travel ad- 
vances so advances can be liquidated promptly through de- 
duction from wages. 
Status: Recommendation no longer valid/action not in- 
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tended. The Office of the Inspector General is perform- 
ing a review of this area. 

The Secretary of Labor should more aggressively impose 
sanctions upon grantees who have not corrected previously 
known management and internal control deficiencies. 

Status: Action completed. 

The Secretary of Labor should require Labor’s Comptroller 
to write and implement procedures governing the operation 
and maintenance of imprest funds and require periodic 
surprise audits of these funds. 

Status: Action completed. 

The Secretary of Labor should require the Inspector 
General’s office to examine the automated procurement 
system and, after it is fully operational, determine whether 
controls built into the system are adequate to protect 
against payment of duplicate invoices. 
Status: Action in process. 

The Secretary of Labor should require the Department’s 
payment services group to review disbursements to ven- 
dors who have previously received duplicate payments to 
determine whether more have occurred and, if so, take 
steps immediately to collect these duplicate payments. 
Status: Action completed. 

The Secretary of Labor should require the Department’s 
Comptroller to implement consistently the employee termi- 
nation procedure so that the office responsible for controi- 
ling travel advances must indicate whether a departing em- 
ployee has an outstanding advance. 
Status: Action completed. 
The Secretary of Labor should require the Office of the in- 
spector General to audit the regular and supplemental pay- 
roll systems to ensure that improvements have been made 
and to determine whether they provide adequate controls 
over payroll disbursements. 
Status: Action in process. 

The Secretary of Labor should require the Office of the in- 
spector General to conduct reviews of prime sponsor inde- 
pendent monitoring units to ensure that: (1) Employment 
and Training Administration regulations are followed; and 
(2) they are properiy staffed with personnel skilled in evalu- 
ating internal controls. 
Status: Recommendation no longer valid/action not intend- 
ed. The CETA program ended on October 1, 7983, 
therefore, the recommendations concerning it are no 
longer valid. 



The Secretary of Labor should require headquarters and re- 
gional office property staff to: (1) promptly enter newly pur- 
chased property into inventory records and into the general 
ledger system and to reconcile the records periodically; (2) 
take regular physical inventories; (3) segregate duties to 
provide adequate checks and balances; and (4) attend 
training courses that will increase their understanding of 
sound controls over property. 
Status: Action in process. 

The Secretary of Labor should require headquarters and re- 
gional office staff to ensure that audits of subgrantees are 
performed when required and that they include an evalua- 

tion of internal controls. 
Status: Recommendation no longer valid/action not intend- 
ed. The CETA program ended on October 7, 1983, 
therefore, the recommendations concerning it are no 
longer applicable. 
The Secretary of Labor should require the Office of the In- 
spector General to determine the amount of resources 
necessary to perform needed audits as soon as the Depart- 
ment’s responsibility under the single audit concept be- 
comes clear. Resources should include the Labor audit 
staff and the funds necessary to engage independent public 
accountants and State or local government auditors. 
Status: Action completed. 

The Secretary of Labor should require headquarters and re- 
gional office staff and prime sponsors to aggressively en- 
force existing requirements that cash collections be safe- 
guarded, recorded, and promptly deposited upon receipt. 
Status: Recommendation no longer valid/action not intend- 
ed. The CETA program ended October 1, 7983, there- 
fore, the recommendations concerning it are no longer 
applicable. 

Agency Comments/Action 

The Department of Labor concurred with all but one of 
the recommendations in this report. While Labor has 
completed action on several of these recommendations 
and others are no longer applicable since CETA no 
longer exists, the Office of the Inspector General is still 
concerned with cash management at Labor, particularly 
over grant funds. Therefore, since the Inspector General 
feels that there may still be a problem in this area, he 
plans to reexamine grant payments and refunds in the 
JTPA program. This review will be conducted once JTPA 
is fully operational. 
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DEPARTMENT OF LABOR 

Changes Needed lo Deter Violations of Fair Labor Standards Act 
(I-MD-81-60, 5-28-81) 

Budget Function: Education, Training, Employment. and Social Services: Other Labor Servlces (505.0) 
Legislative Authority: Fair Labor Standards Act of 1938. Adminlstrative Procedure Act. Portal-to-Portal Act of 1947 (29 
U.S.C. 255). S. Rept. 93-300. 

The Fair Labor Standards Act (FLSA) sets standards for 
recordkeeping. minimum wage, overtime pay, and other 
protections for workers in establishments engaged in inter- 
state and foreign commerce. NoncomplIance with the Act 
can severely harm low-wage workers. 
Findings/Conclusions: While the Act does protect employee 
wages when employers voluntarily comply, there are insuffi- 
cient deterrents to discourage employers from violating the 
Act. Adminlstrative and statutory limitations can prevent the 
Department of Labor from fully recovering wages illegally 
withheld. GAO found extensive recordkeeping violations. 
However, there are no civil penalties for recordkeeping vio- 
lations and, while criminal penalties exist, they are not used. 
There are also no civil money penalties for violating 
mlnimum wage and overtime violations. Although criminal 
and liquidated damage penalties exist for willful violations, 
they have not been used extensively. Many employers ap- 
pear to have willfully violated the Act. Labor officials rarely 
seek criminal sanctions because the Department of Justice 
is hesitant to prosecute them, and filing criminal suits 
reduces Labor’s ability to recover employee back wages. 
Regional solicitors have seldom sought liquidated damage 
penalties against willful violators. As a result, habitual or 
flagrant violators receive no harsher treatment than do em- 
ployers who inadvertently violate the Act. The statute of limi- 
tations restricts an employer’s obligation to repay employ- 
ees back wages in such a manner that back wages are lost. 
Several administrative practices followed by Labor also limit 
the back wages that employees eventually recover. 
Recommendations to Congress: Congress should amend 
FLSA to eliminate the section 16(c) liquidated damage pro- 
vision of the Act and, in its place, give Labor authority to as- 
sess civil money penalties large enough to deter minimum 
wage and overtime violations. The legislation should pro- 
vide for an administrative system for adjudicating cases 
when employers appeal Labor’s actions. 

Status: Recommendation no longer valid/action not in- 
tended. A followup review by GAO is being done on 
this work. 
Congress should amend FLSA to authorize Labor to for- 
mally assess a violation as well as the amount of illegally 
withheld back wages due, including interest. 
Status: No action lnibated. Date action planned not known. 

Congress should amend section 6 of the Portal-to-Portal 
Pay Act of 1947 so that the statute of limitations tolls when 
an FLSA vlolatlon IS formally assessed by Labor. 
Status: No action Initiated. Date action planned not known. 

Congress should amend FLSA to give Labor the authority 
to assess civil money penalties large enough to deter 
recordkeeping violations. The legislation should provide for 
a formal administrative process to adjudicate cases when 
employers appeal Labor’s assessments. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of Labor 
should issue instructions requiring compliance officers to 
compute the third year’s back wages in willful violation 
cases. 
Status: No action initiated. Date action planned not known. 

The Secretary of Labor should reinvestigate firms before 
settling cases referred to the regional solicitor’s offices to 
assure that employers have come into compliance and to 
calculate any additional back wages owed to employees. 
Status: No action initiated. Date action planned not known. 

The Secretary of Labor should establish a program to sys- 
tematically monitor firms found in violation of the Act. All 
firms considered likely to again violate the Act, and a sam- 
ple of other firms that have violated the Act should be rein- 
vestigated within the 3-year statute of limitations period to 
assure that employers do not profit from continuing viola- 
tions and that illegally withheld employee back wages are 
fully restored. 
Status: No action Initiated. Date action planned not known. 

The Secretary of Labor should make more use of FLSA 
criminal sanctions for willful minimum wage and overtime 
violations, after consulting with Justice officials to coordi- 
nate criminal and civil litigation strategies. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

In the 97th Congress, a bill, H.R. 6103, which addressed 
most of the GAO recommendations, was favorably report- 

ed by the House Committee on Education and Labor in 
September 1982. But, the 97th Congress did not pass the 
legislation. A GAO followup review during 1983 revealed 
that Labor also submitted legislative proposals, addressing 
some of the GAO recommendations, to OMB, but OMB 
did not submit them to Congress. In addition, although 
Labor officials generally concurred with most of the 
recommendations to the Secretary of Labor, the GAO re- 
view disclosed that Labor has not acted on them primarily 
because of a lack of resources and staff. GAO will cover 
these matters in a followup report it plans to issue in 
1984. 



DEPARTMENT OF LABOR 

Legislation Authorized Benefits Without Aikquate Evidence of Black Lung or Disability 
(HRD-82-26, l-7 9-82) 

Budget Function: Income Security: General Retirement and Disability Insurance (601.0) 
Leglslatlve Authority: Coal Mine Health and Safety Act of 1969 (Federal). Black Lung Benefits Revenue Act of 1977. Black 
Lung Benefits Reform Act of 1977. Employees’ Compensation Act (Injuries) (5 U.S.C. 8101). 20 C.F.R. 718. 

GAO was asked to identify whether legislative changes are 
needed to ensure that black lung benefits are awarded only 
to miners totally disabled by black lung or to their survivors. 
FlndingsXonclusions: In December 1981, Congress 
passed amendments to the Black Lung Benefits Act which 
should result in the provision of better evidence to support 
the approval of future black lung benefit claims. GAO found 
that, for most approved black lung claims, the medical evi- 
dence was not adequate to establish disability or death from 
black lung. However, the approval of the claims was con- 
sistent with the Federal Coal Mine Health and Safety Act. 
The Act and regulations authorized approval of black lung 
claims on the basis of conflicting and inconclusive medical 
evidence, affidavits, presumptions based on years of coal 
mine employment, and interim standards. GAO believes 
that these provisions did not ensure that benefits were 
awarded oniy to miners disabled from black lung or to their 
survivors. In a sample of 205 approved claims, 84 percent 
had inadequate medical evidence, about half were founded 
on presumptions based on work history, about an eighth 
had conflicting medical evidence, and others were support- 
ed only by affidavits with no supporting medical evidence. 
Some claimants were awarded benefits for respiratory con- 
ditions which may be aggravated but not caused by coal 
mine employment. The 1981 amendments, which will af- 
fect future claims, address GAO concerns related to the use 
of presumptions, the rereading of X-rays, and the use of af- 
fidavits. However, the amendments do not (1) change the 
legislative definition of pneumoconiosis; (2) prohibit all affi- 
davits; or (3) require that disability determinations be based 
solely on medical test results. 
Recommendations to Congress: Congress should consider 
amending the black lung legislation to eliminate the use of 
affidavits to establish death or disability from pneumo- 
coniosis. 
Status: Action in process. 

Congress should consider amending the black lung legisla- 
tion to require that medical evidence be the basis for estab- 
lishing the presence of pneumoconiosis and disability due 
to black lung. 
Status: Action in process. 

Congress should consider amending the black lung legisla- 
tion to redefine black lung as coal workers’ pneumo- 
coniosis, a chronic dust disease arising out of coal mine 
employment that permanently damages the lungs. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of Labor 
should establish additional procedures to resolve conflicting 
medical evidence. 

Status: Action completed. 

The Secretary of Labor should provide guidance on the 
quantity and quality of evidence needed to rebut certain 
presumptions for claims filed before the effective date of the 
198 1 amendments. 

Status: Action completed. 

Agency Comments/Action 

Labor agreed with the recommendations to establish addi- 
tional procedures to resolve conflicting medical evidence 
and to provide guidance on the quantity and quality of evi- 
dence needed to rebut certain presumptions of the claims 
filed before the effective date of the 1981 amendments to 
the black lung legislation. The 1981 amendments require 
Labor to study the current medical methods for the diag- 
nosis of pneumoconiosis and the nature and extent of im- 
pairment and disability attributable to black lung disease. 
As of February 1984, Labor’s analysis of study findings is 
ongoing. An official from the Division of Evaluations and 
Research said that the final study would probably be sub- 
mitted to Congress later this year. 

Shortly before GAO issued the report, Congress amended 
the black lung legislation. For example, for claims filed after 
January 1, 1982, three of five legislative presumptions were 
revoked and Labor was permitted to review and interpret x- 
ray results in deciding claims. 

219 



DEPARTMENTOFLABOR 

EMPLOYMENT AND TRAINING ADMINISTRATION 

Job Corps Should Stop Using Prohibited Contracting Practices and Recover Improper Fee Payments 
(HRD-82-93, 7-2-82) 

Budget Function: Education, Training, Employment, and Social Setices: Training and Eniployment (504.0) 
Legislative Authority: F.P.R. l-3.405-5. 41 U.S.C. 254(b). 

GAO conducted a survey of the Department of Labor’s Job 
Corps contract administration. 
FlndlngsGonclusions: The Job Corps Regional Offices 
seemed to be administering contracts for center operations 
on the basis of cost-plus-percentage-of-cost rather than 
cost-plus-fixed-fee. However, Federal law prohibits the 
cost-plus-percentage-of-cost system of contracting. Out of 
74 contracts administered, at least 39 were identified that 
seemed to have been treated as percentage-of-cost con- 
tracts or as having had the fee increased without 
corresponding changes in the scope of the work. Examples 
of the latter were found in all 10 Job Corps regions. Use of 
the percentage-of-cost system appeared to result from a 
misunderstanding of Federal regulations by regional con- 
tracting officials. These misunderstandings were attributed 
by some officials to a lack of properly trained contracting 
personnel. Although officials have been aware of the fee 
problem for over a year, they have not taken any corrective 
action. 
Recommendations to Agencies: The Acting Director of the 
Office of the Job Corps should be directed to recover prohi- 
bited fee increases on all current contracts. 
Status: Action in process. 

The Job Corps should review all expired contracts which 
have not been closed out to identify the amount of prohibit- 
ed fee increases, if any, and steps taken to recover these 
fees. 
Status: Action in process. 

Agency Comments/Action 

The Assistant Secretary for Employment and Training is- 
sued Job Corps Order No. 82-l directing all Job Corps 
regional offices to cease the practice of cost-plus-percent- 
age-of-cost contracting. In addition, the Employment and 
Training Administration (ETA) conducted a complete in- 
ventory of contracts, and all modifications with fiied fee 
changes were identified. The Office of the Inspector Gen- 
eral (OK) is analyzing those contracts and modifications 
to identify specific dollar recoveries to be made. OIG anti- 
cipates issuing a report to the Job Corps on this matter 
by the end of February 1984. Upon receipt of the report, 
the Job Corps and ETA will immediately begin the proc- 
ess of recovering the amounts identified. 
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DEPARTMENT OF LABOR 

Allegations Related to the Processing of Injured Employees’ Hearing Loss Claims 
(MD-82-102, 8-37-82) 

Budget Function: Income Security: Federal Employee Retirement and Disabiltty (602.0) 
Legislative Authority: Employees’ Compensation Act (InjurIes) (5 U.S.C. 8 101). 

Pursuant to a congressional request, GAO reviewed 
charges of improprieties associated with the activitres of the 
Department of Labor’s Hearing Loss Task Force. The task 
force was establlshed in 1976 to process a backlog of hear- 
ing loss claims. and it adjudicated more than 19.000 claims 
during the 5.5 years of its operation. 
Findings/Conclusions: Although Labor hired three audiolo- 
gists for the task force, it also contracted with outside au- 
diologists and physicians to reduce the claims backlog of 
hearing loss cases. Most of the charges of lmpropneties re- 
lated to the use of outside audiologlsts, physlclans. and oth- 
er hearing speciallsts to whom Labor referred claimants for 
hearing tests. The review showed that Labor: (1) made a- 
bout $650 in duplicate payments to outside audiologists 
and physicians; (2) incurred unnecessary costs on about 
320 claims when it paid for two reviews: (3) took action to 
prevent one hearing specialist from routinely ordering 
claimants to undergo unnecessary hearing tests: and (4) 
appropriately restricted a staff audiologist from qualifying 
some hearing loss medical oplnlons. GAO also found that: 
(1) fees paid to hearing specialists who tested claimants for 

hearing loss varied considerably between geographic re- 
gions and sometimes appeared to be excessive: (2) costs 
were lower when claims were reviewed by staff audiologists 
than when they were reviewed by outside audiologists. (3) 
the use of outside audiologists seemed to be justified, (4) 
outside audiologists appeared to be qualified to review 
hearing loss claims; (5) compensation awards to claimants 
with a hearing loss also appeared justified: and (6) claims 
examiners were told not to revise staff audlologlsts oprn- 
ions. 

Recommendations to Agencies: The Secretary of Labor 
should ensure that the Office of Workers’ Compensation 
Programs develops schedules of reasonable fees for medl- 
cal services, which includes fees for hearing tests as 
planned. 
Status: Action In process. 

Agency Comments/Action 

Labor concurred with the recommendation and IS in the 
process of implementing it. 
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DEPARTMENT OF LABOR 

The Department of Labor Has blot Adequately Controlled Office of Job Corps hformafion Collection Activities 
(GGD-82-100, g-22-82) 

Budget Function: General Govemmentz General Property and Records Management (804.0) 
Legislative Authority: Paperwork Reduction Act of 1980. OMB Circular A-40. 

GAO reviewed the Department of Labor’s Office of Job 
Corps to determine whether it was carrying out its informa- 
tion collection activities in accordance with the policies and 
procedures established by the Paperwork Reduction Act of 
1980. The review was part of a recently completed survey of 
education-related reporting requirements imposed on the 
public by Federal agencies. 

FmdingslConcluslons: GAO found 56 reporting and record- 
keeping requirements that the Job Corps was imposing on 
its contractor-operated centers without Office of Manage- 
ment and Budget (OMB) approval which is required by law. 
GAO stated that the existence of such a number of unap- 
proved requirements, combined with the fact that cognizant 
Labor officials were unaware that these requirements need- 
ed OMB approval, indicated that the Department needs to 
strengthen controls over its information collection activities. 

Recommendations to Agencies: The Secretary of Labor 
should direct the Assistant Secretary for Administration and 
Management to ensure that the unapproved reporting and 
recordkeeping requirements that GAO identified are 
promptly reviewed to determine whether they are needed 
and used in their present form or whether they warrant revi- 
sion. Those which continue to be needed, including any 

that are revised, should be promptfy submitted to OMB for 
approval. 
Status: Action in process. 

The Secretary of Labor should direct the Assistant Secretary 
for Administration and Management to ensure that ade- 
quate controls are established for identifying and obtaining 
OMB approval for all unapproved reporting and record- 
keeping requirements contained in contracts and related 
requirements developed and used by Labor’s regional of- 
fices. 
Betus: Action in process. 

Agency Comments/Action 

Labor has identified 31 of the 56 reporting and recordkeep- 
ing requirements that should be properly approved by 
OMB. Labor’s Employment and Training Administration 
(ETA) has taken action to develop an overall clearance 
package for final approval by its clearance office. Labor ex- 
pects the approval by OMB soon. Although Labor has taken 
action to ensure proper approval of uncleared requirements 
identified in the GAO report, ETA is still using these require- 
ments without OMB approval. 
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DEPARTMENTOFLABOR 
Cmcefffs About Coflffolling Union Employees’ Benefit Funds by the Carpenters Collection Agency, Youngs- 
town, OH 
(MD-83-8, 11-12-82) 

Budget Function: Income Security: Federal Employee Retirement and Disability (602.0) 
Laglslatlve Author&y: Taft-Hartley Act (Labor). Labor-Management Reporting and Disclosure Act of 1959. Employee Re- 
tirement Income Security Act of 1974. 

GAO was asked to examine: (1) the legality and functions of 
the Carpenters Central Collection and Administrative Agen- 
cy, a nonprofit Ohio corporation that collects fringe benefit 
contributions from building trade employees; and (2) the 
timeliness and effectiveness of the Department of Labor’s 
investigation and reporting of the Collection Agency’s activi- 
ties. 
Flndlngs/Concluslons: GAO found that Labor did not take 
aggressive action to require Health and Welfare Fund 
trustees to correct Employee Retirement Income Security 
Act (ERISA) violations identified in its investigations of the 
Collection Agency activities. As a consequence, the Agency 
has continued to control and use union employee fringe 
benefit funds in violation of ERISA provisions that are 
designed to prevent such abuses. The Collection Agency 
collects and controls union membership fringe benefit pay- 
ments by employers which may violate the Taft-Hartley Act, 
because it does not meet the statutory requirements of a 
Taft-Hartley trust; specifically, GAO is not aware of any wrlt- 
ten agreement between the Collection Agency and em- 
ployers. The Collection Agency’s trustees represent only the 
employees and, therefore, employers and employees are 
not equally represented in the administration of the 
agency’s funds. In addition, the agreements between the 
agency and the employee benefit plans do not ensure that 
employee payments will be used for the sole and exclusive 
beneflt of employees. 
Recommendations to Agencies: If the Solicitor’s Office 
determines that the Collection Agency is not a labor organi- 
zation under the Labor-Management Retirement Disclosure 
Act (LMRDA) and the Collection Agency cannot be required 
to report through the administrative process, the Secretary 
of Labor should propose to Congress that the statutory de- 
finition of a labor organization be changed to include such 

entities as the Collection Agency. 
Sfatus: Action in process. 
The Secretary of Labor should have the Solicitor seek the o- 
pinion of the Department of Justice as to whether the Col- 
lection Agency: (1) is a union representative, and (2) 
violates section 302(c) of the Taft-Hartley Act by collecting 
employee benefit funds from employers. 
status: Action completed. 
The Secretary of Labor should issue a demand letter to the 
Health and Welfare Fund trustees directing them to enter 
into a consent order. The actions propose’d by the Office of 
Enforcement to eliminate the reported Collection Agency’s 
ERISA violations should be considered in the preparation of 
the demand letter. 
Status: Action in process. 

Agency Comments/Action 

Labor concurred with the three recommendations and ex- 
plained what it is doing or will do on each. As of February 
17, 1984, Labor was negotiating a settlement with Car- 
penters Collection Agency officials to have them take ad- 
ditional steps to remedy or eliminate its reported viola- 
trons of ERISA. Labor obtained an opinion from the De- 
partment of Justice concluding that the Collection 
Agency’s past actions of collecting employee benefit 
funds from employers do not violate the Taft-Hartley Act. 
Labor said that, if its study shows that the Collection 
Agency is not subject to the LMRDA and its regulations 
requiring it to submit financial disclosure reports, it will 
seek a legislative change to make entities such as the 
agency subject to the LMRDA. Labor had not yet complet- 
ed its study on February 17, 1984. 
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DEPARTMENT OF LABOR 

Funds Needed To Develop CPi Quality Control System 
(GGD-83-32, 4-7-83) 

Budget Function: General Government: Other General Government (806.0) 

GAO reviewed the manner by which the Bureau of Labor 
Statistics (BLS) collects and processes data for the Con- 
sumer Price Index (CPI) and pointed out the need for better 
controls over the quality of that data. 
Findings/Conclusions: GAO found no evidence that the reli- 
ability of the national CPI has been compromised by bad 
data, although it did identify shortcomings in the BLS con- 
trol mechanism that could permit quality problems to go 
undetected or uncorrected. GAO noted that BLS pro- 
cedures for collecting and processing CPI data provide a 
good base for reliable information. However, without a sys- 
tem that allows management to assess data quality and 
identify any trouble spots, there is no guarantee that the 
procedures are being effectively implemented. The most 
significant example of this inadequate control is the BLS 
Quality Assurance Program, which was intended to provide 
BLS headquarters with information on the type and extent 
of errors occurring in the data collection process. That pro- 
gram has fallen far short as an effective control mechanism. 
BLS knows that its controls over CPI data quality are inade- 
quate and has asked for funds that would allow it to design 
a quality control system in its budget submission for fiscal 
year 1983. Those funds, however, were deleted from the 
President’s budget. 
Recommendations to Congress: Congress should approve 
funding requests to design a quality control system for the 
CPI. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of Labor 
should direct BLS to assess all aspects of the CPI program 
to identify ways it can better ensure CPI data accuracy, 
within the current budget environment, until a formal quality 
control system is implemented, and attach appropriate 
warnings to the local area CPl’s so users are aware of BLS 
concerns about the reliability of those indexes. 
Status: Action completed. 

Agency Comments/Action 

The recommendations to the Secretary of Labor are con- 
sistent with the objectives of BLS and have been impie- 
mented. BLS has: (1) dedicated additional staff to conduct 
quality studies and improve and design additional controls 
over its CPI procedures, including those discussed in the re- 
port; and (2) included the notice, reproduced on page 34 of 
the report, in all of its releases of local area CPl’s since the 
release of the data in February 1983. 

The Department of Labor’s 1984 appropriations con- 
tained BLS funding for CPI quality controls. The funding 
allows BLS to design quality controls over some com- 
ponents of the CPI and to begin the design of others. 
However, the full quality control system design is 
scheduled for 1988 and is contingent on additional fund- 
ing in the upcoming fiscal years. 

224 



DEPARTMENT OF LABOR 

Labor Inaccurately Paid Black Lung Benefits--Some Corrective Actions Taken but More Are Needed 
(HRD-83-46, 5-l 3-83) 

Budget Function: Income Security: General Retirement and Disability Insurance (601 .O) 
Leglslatlve Authority: Coal Mine Health and Safety Act of 1969 (Federal) (30 U.S.C. 801). P.L. 92-303. P.L. 95-227. P.L. 
95-239. P.L. 97-119. 

In response to a congressional request, GAO reviewed the 
black lung workers’ compensation and medical expense 
payment systems administered by the Department of 
Labor’s Office of Workers’ Compensation Programs 
(OWCP). 
Flndings/Concluslons: GAO estimated that through 1982 
Labor had incorrectly paid 26 percent of the beneficiaries in 
the GAO sample, resulting in overpayments and underpay- 
merits totaling $65 million. GAO also estimated that an 
amount equaling $24 million of these errors had been cor- 
rected by the time that GAO initiated its case file review. In 
addition, Labor also identified other overpayments which 
totaled about $5 million. Beneficiaries were inappropriately 
receiving more than one black lung benefit from Labor, the 
Social Security Administration (SSA), or from a State work- 
ers’ compensation program. According to the responsible 
officials, many payment errors were caused by the work- 
loads created by new black lung legislation. GAO identified 
several problem areas affecting quality control and record- 
keeping for these programs which contributed to the pay- 
ment errors. Labor has recognized many of these problems 
and has initiated actions to reduce future errors. GAO also 
found that problems in medical payments identified during 
an inspector’s general review still exist and that Labor has 
not used fee schedules to ensure that medical payments 
are reasonable. 
Recommendations to Agencies: The Secretary of Labor 
should direct OWCP to reestablish district office quality 
control reviews. 
status: Action in process. 
The Secretary of Labor should direct OWCP to ensure that 
OWCP account&iii reviews and district office quality con- 
trol reviews address the accuracy of payment changes 
made after benefits begin. 
Status: Action in process. 
The Secretary of Labor should direct OWCP to obtain a 
complete, up-to-date list of SSA claims decisions to identify 
when benefits should be offset 
Status: Recommendation no lonaer valid/action not in- 
tended. Labor believes that peryodic matches of SSA 
and Labor benefit rolls will result in proper benefit 
offsets. 
The Secretary of Labor should-direa-OWCP to periodically 
match Labor’s benefits rolls with those of SSA to ensure 
that individuals are not receiving dual black lung benefits to 
which they are not entitled. 
Status: Action in process. 
The Secretary of Labor should direct OWCP to contact 
State workers’ compensation offices and, where possible, 
establish mechanisms for periodically matching Labor’s 
benefits rolls with State compensation rolls. 
Sk&s: Action in process. 

The Secretary of Labor should direct OWCP to ensure that 
interest and medical expenses are identified and billed to 
coal mine operators. 
Status: Action in process. 
The Secretary of Labor should request the Office of the In- 
spector General to evaluate the Coal Mine Workers’ Com- 
pensation Division’s new processing system to determine 
whether it effectively implements previous Inspector Gen- 
eral recommendations. 
Status: Action in process. 
The Secretary of Labor should monitor the development 
and implementation of the OWCP fee schedules to ensure 
that future black lung-related treatment costs are reason- 
able and that the Coal Mine Workers’ Compensation Divi- 
sion appropriately documents payments which exceed 
these schedules. 
Status: Action in process. 
The Secretary of Labor should direct OWCP to clarify pro- 
cedures as to when claims examiners should contact State 
workers’ compensation offices to verify claimants’ state- 
ments related to State black lung benefits. 
Status: Action completed. 
The Secretary of Labor should direct OWCP to follow up on 
dependent monitoring system reports to determine whether 
documentation supporting continued eligibility is available. 
When such information is not available or is not provided by 
beneficiaries, it should ensure that past overpayments are 
identified and collection action is initiated. 
Status: Action in process. 
The Secretary of Labor should direct OWCP to redesign the 
annual postentitlement questionnaire to clarify the informa- 
tion and documentation needed and review on a timely 
basis the questionnaire responses to identify when benefit 
levels should be adjusted. 
Status: Action completed. 
The Secretary of Labor should direct OWCP to ensure that 
the new automated system is used to record and monitor 
collection efforts for new and existing debts. 
Status: Action in process. 
The Secretary of Labor should direct OWCP to ensure that 
supervisors monitor each claims examiner’s work by re- 
viewing at least some of the source documents that form 
the basis for making payment decisions. 
Status: Action in process. 

Agency Comments/Action 

The Department of Labor concurred with all but one of the 
report’s recommendations. It disagreed with the recom- 
mendation to obtain a complete, up-to-date list of all SSA 
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black lung claims decisions for purposes of identifying 
whether or not the claimants also have approved Labor 
claims. Labor stated that it intends to continue to periodical- 
ly match its benefits rolls with those of SSA. Labor also stat- 
ed that it: (1) improved its quality control and supervisory 
review procedures; (2) intends to work closely with States to 
identify beneficiaries who might be receiving dual benefits; 
(3) redesigned its post-entitlement questionnaire and is in 
the process of writing programs for its dependent- 
monitoring and accounts receivable systems; (4) plans to 
conduct an internal audit of the new automated medical 
payment system; and (5) developed and implemented an 
interim fee schedule for black lung medical payments. 
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DEPARTMENT OF LABOR 

Corrective Actions Taken of in Process To Reduce Job Corps’ Vulnerability to fmproper Use of Contracting Au- 
thority 
(HRU-83-66, 7-15-83) 

Budget Function: Education, Training, Employment, and Social Services: Training and Employment (504.0) 
Legislative Authority: Small Business Act (15 U.S.C. 637(a)). Comprehensive Employment and Training Act (29 U.S.C. 
923 et seq.). Dep’t. of Labor ETA Order 3-82. 41 U.S.C. 254(b). 

In response to a congressional request, GAO reviewed the 
use of contract modifications by the Job Corps in its pro- 
grams of vocational training, education, work experience, 
counseling, and other employment activities. 
FlnallngsXoncluslons: GAO found that, before fiscal year 
1982, the Job Corps’ procurement process was vulnerable 
to improper use of contracting authority, primarily because: 
(1) the Job Corps director had both programmatic and 
contracting officer authority, (2) internal controls were 
inadequate, and (3) audit coverage of Job Corps procure- 
ment activities was inadequate. The Department of Labor 
has addressed these problems by: (1) shifting contracting 
officer authority from the Job Corps director, (2) adopting 
internal controls over procurement, and (3) arranging for 
broad audit coverage of Job Corps contracts by the Inspec- 
tor General. GAO believes that these actions should signifi- 
cantiy improve the efficiency and effectiveness of the Job 
Corps’ procurement activities, although the Job Corps’ con- 
tinuing reliance on architectural and engineering contrac- 
tors to write contiacts remains a problem. 
Recommendations to Agencies: The Secretary of Labor 
should provide a means for independent expert review of 

contracts proposed by the architectural and engineering 
support contractor for design and construction work at Job 
Corps centers. 
Status: Action in process. 

Agency Comments/Action 

The Assistant Secretary for Employment and Training 
concurred with the report’s recommendation that a 
means be provided for independent expert review of con- 
tracts proposed by the architectural and engineering 
(A&E) support contractor for design and construction 
work at Job Corps centers. Two staff positions have been 
established in the Office of Contracting to enhance its in- 
house A&E review capabilities. One position is for an en- 
gineer yet to be hired as of February 17, 1984. Both indi- 
viduals will review the technical aspects of proposals for 
design and construction work and monitor compliance 
with the contract terms and conditions. When completed, 
this action should provide for the independent expert re- 
view necessary. 

227 



DEPARTMENT OF STATE 

State Department’s Office of Inspector General Should Be More Independent and Effective 
(AFMD-83-56, 6-2-83) 

Budget Function: Financial Management and Information Systems: Internal Audit (998.3) 
Legislative Authorlty: Inspector General Act of 1978 (P.L. 95-452). Foreign Service Act of 1980 (P.L. 96-465). Foreign 
Service Act of 1946. Rogers Act (Foreign Service). 

In response to a congressional request, GAO reviewed the 
operations of the Department of State’s Inspector General 
(IG) office to determine how differences between its author- 
izing legislation, the Foreign Setice Act of 1980, and the 
Inspector General Act affect the State IG office work. 
Findings/Conclusions: GAO found that the Foreign Service 
Act included several important differences from the basic 
Inspector General Act which permit the new State IG office 
to continue to operate like old IG offices rather than func- 
tioning like the new independent statutory IG offices estab- 
lished in other agencies. GAO believes that more independ- 
ence is needed in the State IG office, because it found a 
number of situations in which the independence of the 
State ICI inspection, audit, and investigative functions could 
have been or could be impaired. In addition to doing tradi- 
tional audit functions, the IG office is required to inspect 
and audit each foreign post and domestic unit at least once 
every 5 years. GAO believes that management, not the IG 
office, should be responsible for these routine inspections. 
The role of the independent audit organization should be to 
evaluate how well agency management is carrying out its 
basic responsibilities, including its routine monitoring and 
assessment functions. In addition, GAO found that the IG 
office has little operational control over investigations into 
allegations of fraud, waste, and abuse. It relies on the Office 
of Security to conduct these investigations. GAO believes 
that this constitutes an organizational impairment which 
has caused delays and a poorer quality of investigations. 
Finally, GAO has found that Government audit standards 
are not being complied with and that the quality of IG office 
work has suffered due to the lack of staff training and ex- 
perience, severe time constraints, and the lack of documen- 
tation. 

Fkcommendatlons to Congress: Congress should either re- 
peal section 209 of the Foreign Service Act of 1980 and 
create an independent IG in State by placing State under 
the Inspector General Act of 1978 or conform section 209 
of the Foreign Service Act of 1980 to the Inspector General 
Act of 1978. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of State and 
the Inspector General should establish an investigative ca- 
pability within the IG office to enable the IG office to con- 

duct its own investigations. In this regard, they should con- 
sider transferring from the Office of Security to the IG office 
those qualified investigators assigned to the Office of 
Security’s new General Fraud and Malfeasance Branch. 
Status: Action in process. 

The Inspector General should stop participating in depart- 
mental decisionmaking processes such as the depart- 
ment’s Priorities Policy Group and Committee on Foreign 
Service Posts. 
Status: Recommendation no longer validlaction not intend- 
ed. The IG maintains that he uses participation in these 
activities only to promote compliance with the recom- 
mendations by advising management on specific re- 
source issues which have been examined by inspections 
and audits. 
The Inspector General should establish a quality review sys- 
tem to ensure that the work of the office complies with Gov- 
ernment audit standards. 
Status: Action in process. 
The Secretary of State and the Inspector General should 
work together to establish a permanent IG staff of qualified 
auditors, and discontinue the IG office’s reliance on a tem- 
porary staff whose tenure, promotions, and reassignments 
are decided by departmental managers. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The State Department and its IG generally disagree with the 
report’s findings’ and recommendations and, therefore, are 
taking little action on them. Concerning the recommenda- 
tion to change legislation, the State Department believes 
that it is too soon to consider amending section 209 of the 
1980 Foreign Service Act. The Department stated that the 
legislation has been in effect a relatively short time and ap- 
pears to be well suited to the public interest. The IG agreed 
to establish a quality review system as GAO recommended; 
however, the action taken thus far has been limited to a ran- 
dom review of supporting documentation for two reports. 
Although the Department disagreed with the recommenda- 
tion to establish an investigative capability within the IG of- 
fice, agency management subsequently authorized four IG 
positions for criminal investigators. 



DEPARTMENT OF THE INTERIOR 

Better Management of National Park Concessions Can Improve Services Provided to the Public 
(CED-80-102, 7-31-80) 

Buduet Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legiktive Authority: 16 U.S.C. 1. 16 U.S.C. 20. 

Pursuant to a congressional request, GAO discussed the 
management of concession operations by the National 
Park Service (NPS). 
Findings/Conclusions: Concessioner performance evalua- 
tion would be more effective if visjtors’ opinions and com- 
ments were used in appraising concessioner performance. 
Existing concessioners already have a competitive advan- 
tage over others who want to operate in the parks, they do 
not need additional legal advantages. By using single con- 
cessioners to provide the services in a park, NPS has limited 
its options for requiring improvement without seriously dis- 
rupting service to the public. As a result, NPS does not take 
necessary corrective actions. Concession rates are not al- 
ways studied, justified, or documented before approval; and 
the quality of facilities is given little or no consideration in 
approving the rates. 
Recommendations to Congress: Congress should finance 
construction of needed facilities to accommodate park visi- 
tors whenever possible. 
Status: No action initiated. Date action planned not known. 
Congress should amend the Concessions Policy Act of 
1965 to eliminate the right of preference for contract 
renewal. 
Status: No action initiated. Date action planned not known. 
Congress should eliminate preferential rights for new and 
additional services. 
Stafus: No action initiated. Date action planned not known. 
Congress should amend the Concessions Policy Act to al- 
low possessory interest only in those instances where no 
other alternative is available and then only under the follow- 
ing conditions: (1) possessor-y interest should be valued by 
the Government at no more than the original cost to con- 
struct or improve the facility less amortization over a period 
no longer than the estimated useful life of the facility or the 
term of the contract, whichever is shorter; and (2) if the con- 
tract is terminated by NPS or the concessioner and the fa- 
cility has not been fully amortized. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of the Interi- 
or should require the NPS Director to see that NPS safety 
personnel receive the training necessary to identify safety 
deficiencies. 
Status: Action in process. 
The Secretary of the Interior should require the NPS Direc- 
tor to develop a training program to instruct NPS personnel 
to implement effectively the Concessioner Evaluation Pro- 
gram. 
Status: Action completed. 

The Secretary of the Interior should direct the NPS Director 
to provide adequate training for its personnel responsible 
for implementing concessioner rate approval procedures. 
Status: Action completed. 

The Secretary of the Interior should require the NPS Direc- 
tor to emphasize to the field offices the need to adequately 
document action taken on requests for convention and 
group use of concession facilities. 
Status: Action in process. 
The Secretary of the Interior should require the NPS Direc- 
tor to take action to ensure that park visitors and NPS and 
concession employees are adequately protected against 
health and safety deficiencies at concession operations. 
Contracts of concessioners that habitually violate health 
and safety standards should be terminated. The policy for 
terminating concession contracts under such cir- 
cumstances should be incorporated into NPS regulations. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to ensure that all required health and safety inspections 
are conducted in a timely manner and that followups are 
made to assure that deficiencies have been corrected. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to require that comprehensive annual safety inspections 
be conducted early in the operating season so that visitors 
and employees are not exposed to deficiencies during most 
of the operating season. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to conduct annual health inspections on concession fa- 
cilities that continually operate under unsanitary conditions 
and post the inspection results at the facility so that visitors 
can be aware of its condition. If these measures do not im- 
prove conditions, the concessioner’s contract or permit 
should be terminated. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to ensure that a qualified sanitarian is available to con- 
duct required health inspections at concession facilities. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to develop and implement, as part of the Concessioner 
Evaluation Program, procedures to obtain visitor comments 
and opinions on the quality of concession facilities and 
services. Comments should be considered in determining if 
concessioners are performing satisfactorily. 
Status: No action initiated. Date action planned not known. 
The Secretary of the Interior should direct the NPS Director 
to expand the responsibilities of the task force established 
to develop alternatives to resolve problems NPS has identi- 
fied with the concessioner comparability studies. The task 
force should be instructed to evaluate the new approval pro- 
cedures more comprehensively. The task force study 
should examine the problems GAO identified with pro- 
cedures and should solicit the views of the NPS field offices 
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that have used the new procedures. 
Status: Action completed. 
The Secretary of the Interior should require the NPS Direc- 
tor to develop a new franchise fee rate system that reflects 
the value of privileges granted under concession contracts. 
The new system should be easily understood with a 
minimum amount of subjective analysis required so that 
NPS concession personnel may apply it properly. The sys- 
tem should be thoroughly supported and documented. In 
the future, the system should be reviewed periodically to 
determine if changes are needed. 
Status: Action in process. 

out and provide additional staff where necessary. When an 
effective system of obtaining and considering visitor com- 
ments has been established, consideration should be given 
to reducing the number of inspections now required. 
Status: Action in process. 

The Secretary of the interior should require the PIPS Direc- 
tor to develop specific criteria and procedures to help con- 
cessions management staff make appropriate adjustments 
to franchise fee rates, if the new rate setting system allows 
adjustments to rates based on pertinent economic factors. 
Status: Action in process. 

Agency Comments/Action 
NPS initiated many corrective actions including: (1) analysis 
of the Public Service Corporation as a viable alternative to 
possessoly interest; (2) establishment of a safety training 
program in fiscal year 1981; and (3) establishment of a 
concession management program in fiscal year 1981. In 
April 1983, NPS issued requirements for concession man- 
agement inspections to improve health and safety condi- 
tions. 

The Secretary of the Interior should require the NPS Direc- 
tor to take steps necessary to supply the concessions man- 
agement field staff with individuals that have the financial 
background and experience needed to set equitable fran- 
chise fee rates and deal effectively with the other areas of 
concessions contracts. 
Status: No action initiated. Date action planned not known. 
The Secretary of the Interior should require the NPS Direc- 
tor to require concessioners to notify NPS when they no 
longer want to operate in the park and want to transfer their 
operation to a third party. NPS should then issue a prospec- 
tus to solicit parties interested in taking over the operation. 
In addition to the normal distribution, NPS should also send 
the prospectus to parties identified by the concessioner. In- 
terested parties should send their proposals and qualifica- 
tions to NPS. NPS should then determine the parties best 
qualified and give their names to the concessioner so that it 
can negotiate the transfer. 
Status: Action in process. 

The Secretary of the Interior should require the NPS Direc- 
tor to develop and publish in the Federal Register standards 
for evaluating satisfactory business experience and financial 
position of parties interested in operating a concession in 
the national parks. 
Status: Action in process. 
The Secretary of the Interior should require the NPS Direc- 
tor to take steps to ensure that the field offices follow NPS 
Environmental Assessments and Statements Guideline 
NPS-12. Also, the impacts of proposed actions should be 
assessed before approving projects that could affect the 
parks’ environment. 
Status: Action in process. 
The Secretary of the Interior should require the NPS Direc- 
tor to establish a firm policy to permit concessioners to par- 
ticipate in NPS planning processes only during the public 
participation phase. 
Status: Action in process. 

The Secretary of the Interior should require the NPS Direc- 
tor to assure that evaluation inspections and followups re- 
quired by the Concessioner Evaluation Program are carried 



DEPMTMENT OF THE INTERIOR 

Lands in the Lake Chekn iVational Recreation Area Should Be Returned to Private Ownership 
(ED-87-70, 7-22-87) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 
Legislative Authority: Land and Water Conservation Fund Act of 1965. P.L. 90-544. H. ReDt. 90-1870. S. Rept. 90-700. 

GAO was requested to examine the land acquisition and 
management practices of the National Park Service at Lake 
Chelan National Recreation Area. Through the law which 
established this area, it was congressional intent that land 
acquisition costs be minimal, that a private community in 
the recreation area continue to exist, that commercial devel- 
opment not be eliminated, and that additional compatible 
development be permitted to accommodate increased visi- 
tor use. 
FlndlngsXoncluslons: The National Park Service has not 
acted in accordance with congressional intent The Service 
has spent millions of dollars to acquire over half of the 
privateiy owned land in the recreation area. Moreover, the 
Service plans to acquire most of the area’s remaining 
privateiy owned land. These additional land acquisitions are 
planned without a clear definition of the uses that are in- 
compatible with the enabling legislation. The acquisitions 
are based on the premise that the Service must acquire the 
major areas subject to subdivision to prevent a prospective 
boom in recreational homesites. The Setice has also 
prohibited new private commercial development to in- 
crease lodging accommodations and to provide needed 
restaurant and grocery services for both residents and visi- 
tors. 
Recommendations to Congress: Congress should exempt 
land acquired pursuant to Public Law 90-544 from the 
a-year limitation in 16 U.S.C. 4601-22(a). This would give 
the last owner(s) the right to match the highest bid price 
and reacquire property sold to the National Park Service. 
sbatus: No action initiated. Date action planned not known. 
Congress should not increase the statutory land acquisition 
appropriation ceiling for the North Cascades National Park 
and the Ross Lake and Lake Chelan National Recreation 
Area above the $4.5 million already approved until the Serv- 
ice has defined compatible and incompatible development, 
prepared a land acquisition plan justifying the need to ac- 
quire land from private owners, and spent the funds ob- 
tained from selling all compatible land back to private indi- 
viduals. 
Status: No action initiated. Date action planned not known. 
The Senate Committee on Energy and Natural Resources 
and the House Committee on Interior and Insular Affairs 
should hold oversight hearings to determine why the Na- 
tional Park Service has not carried out the intent of 
Congress at the Lake Chelan National Recreation Area. 
SYaUs: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of the Interi- 
or should require the Director of the National Park Service 
to sell back to the highest bidder, including previous owners 
or other priiate individuals, all lands compatible with the 
recreation area. This would include the modest homes, the 
lodges, and the restaurant. The Service could attach scenic 
or developmental restrictions to the deeds before the prop- 
erties are resold to ensure that their use will be consistent 
with the enabling legislation. The proceeds would be credit- 
ed to the Land and Water Conservation Fund in the U.S. 
Treasury. Funds obtained in this manner would then be 
available for future acquisitions if an incompatible use is 
identified, subject to the $4.5 million appropriation ceiling 
on total acquisitions under Public Law 90-544. 
status: No action initiated. Date action planned not known. 
The Secretary of the Interior should require the Director of 
the National Park Service to develop a land acquisition plan 
for the Lake Chelan National Recreation Area consistent 
with the Service’s April 26, 1979, land acquisition policy. 
The plan should define compatible and incompatible uses 
based on the legislative history; clarify the criteria for con- 
demnation; identify the reasons for fee simple acquisition 
versus alternative land protection and management strate- 
gies, such as scenic easements and zoning; address recrea- 
tional development plans for the area; and establish acquisi- 
tion priorities. The plan should apply to both private and 
Service actions. 
Status: Action completed. 

Agency Comments/Action 

lnterior said that it was performing an extensive study of 
the GAO report and was involved in an accelerated proc- 
ess to articulate land policies with respect to Federally 
designated areas within the National Park Service. Interior 
anticipated having further comments on the report and on 
land policies developed prior to congressional oversight 
hearings. Interior further stated that the report contained a 
number of valid points on the land acquisition problem 
which it would address in its policy statement. Interior 
later issued a policy statement emphasizing the use of al- 
ternatives to simple acquisition. The National Park Service 
issued standards, for compatible use of property, which 
would adequately address all of the requirements GAO 
recommended to be included in the land acquisition plan. 
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DEPARTMENT OF THE INTERIOR 
How Interior Should Handle Congressionally Aulhorized Federal Coal Lease Exchanges 
(EMD-81-87, 8-6-87) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Federal Coal Leasing Amendments Act of 1976 (P.L. 95-554; 30 U.S.C. 181 et seq.). Surface 
Mining Control and Reclamation Act of 1977 (30 USC. 1201 et seq.). Mineral Leasing Act of 1920. 

GAO examined-the experience of the Department of the 
Interior in handling a proposed exchange of Federal coal 
lands involving the Utah Power and Light Company, an 
exchange authdrized by Congress in October 1978. 
FlndlngslConclusions: GAO found an unanswered ques- 
tion as to whether the company had a valid right to be is- 
sued leases, thus whether an exchange was even appro- 
priate. The prior administration entered into an exchange 
agreement with the company and began its evaluation on 
the basis that this question did not need to be addressed 
because Congress authorized the exchange. However, 
Congress clearly expressed its intent that before granting 
a noncompetitive lease, the requirements of the Mineral 
Leasing Act of 1920 be met, Secondty, there was a lack 
of data to make a realistic estimate of the coal reserves 
on the preference right lands, thus making it impossible 
to make a valid equal value determination, as required by 
legislation authorizing the exchange. Finally, consumma- 
tion of the proposed exchange would have resulted in 
leasing noncompetitively a prospectively highly competi- 
tive tract. In addition, serious management weaknesses 
were noted which include: (1) the Interior tended to over- 
look technical problems and disregard normal operating 
procedures; (2) Interior officials did not involve U.S. Geo- 
logical Survey (USGS) technical people in planning the 
technical requirements for making an equal value deter- 
mination; (3) because coal data were inadequate and 
transportation and marketing assumptions were of ques- 
tionable validity, the method used was inappropriate; (4) 
USGS present coal reserve evaluation standards were not 
adequate for evaluating complex coal deposits; and (5) 
USGS unnecessarily spent $800,000 and may spend a- 
bout %40,000 more this year for drilling exchange lands. 
Recommendations to Agencies: The Secretary of the Inte- 
rior should direct USGS to set standards for the minimum 

level of data that are needed to evaluate a proposed ex- 
change and not allow the exchange where that level of 
data is not available. 
Status: Action in process. 
The Secretary of the Interior should direct USGS to estab- 
lish definitive criteria for determining when the discounted 
cash flow economic evaluation method is appropriate for 
use in exchange evaluations. 
Status: Recommendation no longer valid/action not in- 
tended. interior has discontinued the use of the 
discounted cash flow model for exchanges. 
The Secretary of the Interior should direct USGS to revise 
USGS Bulletin 1450-B or establish separate guidelines to 
clarify guidance on how reserve estimates are to be made 
for lease sale purposes, particularly in instances where 
coal deposits reside in complex geologic formations. 
Sfatus: Action in process. 
The Secretary of the Interior should direct USGS to devel- 
op explicit procedures under which the land exchange ap- 
plicants could, and should, drill possible exchange tracts, 
thereby saving Federal expenditures and freeing the 
USGS limited resources to satisfy other higher priority 
drilling requirements. 
Status: Action completed. 

Agency Comments/Action 

In response to the report, Interior rejected the proposed 
exchange and included the exchange tracts into a JuIy 30, 
1981, sale. The Federal Government received over $11 
million from this sale. The recommendations for improv- 
ing management and drilling data were generally accept- 
ed. GAO issued an accomplishment report and found 
nonrecurring savings of $11,400,000. 
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DEPARTMENTOFTHEINTERIOR 

GEOLOGICAL SURVEY 

Oil and Gas RoyaHy Collections--Longstanding Problems Costing Millions 
(AFMD-82-6, 70-29-87) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 
Legikive Authority: Windfall P&t Tax Act (Crude Oil). 

GAO reviewed the Geological Survey’s (GS) continued un- 
successful efforts to collect oil and gas royalties on Feder- 
al and Indian lands and the serious impact of this prob- 
lem on the collection of the windfall profit tax. 

FlndlngsEonclusions: Financial management problems in 
existence 20 years ago persist today because manage- 
ment has not focused on correcting the deficiencies re- 
ported. As a result, GS is not collecting all oil and gas roy- 
alties, and millions of dollars owed the Government may 
be going uncollected each year. Moreover, millions of dol- 
lars in royalty income are not being collected when due, 
thereby increasing the Government’s interest costs. Since 
1959, GAO has reported on the need for improved man- 
agement of the GS royalty accounting system. However, 
GS still relies almost entirely on production and sales data 
reported by the oil and gas companies, and little effort is 
made to verify the accuracy of that data. Because of a 
breakdown in the royalty accounting system, lease ac- 
count records are inaccurate, unreliable, and cannot be 
used to determine if royalties are properly computed and 
paid. To correct its many longstanding financial manage- 
ment problems, GS has established royalty management 
as a separate entity, hired additional personnel for royalty 
management, and is designing and implementing a new 
royalty accounting system. Royalty collection has been 
further complicated by the windfall profit tax. GS filed 
blank quarteriy returns for the first quarter of 1981 and 
has not filed a return for the quarter ended June 30, 
1981. Until the new royalty accounting system is working 
properly, the accuracy of royalty computation will be a 
problem. Since windfall profit tax calculations are based 
on royalty payments, they will be incorrectly stated to the 
extent that royalties are incorrectly stated. 

Recommendations to Agencies: To ensure that develop- 
ment of the new royalty accounting system is given high 
priority and sustained effort, the Secretary of the Interior 
should closely monitor the work to see that the system is 
properly implemented. In this regard, immediate attention 
must be given to determining how the production phase 
will operate and how it will interface with the accounting 

phase which is currently being designed. Also, in devel- 
oping the accounting phase, GS must acquire data on the 
number of leases and wells for which it is responsible and 
provide for verification of the royalty computation. The 
necessary resources must be provided and milestones 
must be strictly adhered to. 
Status: Action in process. 
To gain control over information reported by the oil and 
gas companies, the Secretary of the Interior should direct 
GS to include in its current redesign effort a plan which 
should provide for: (1) establishment of a detailed audit 
plan for periodic reviews of lease accounts and oil and 
gas companies’ accounting records; (2) devotion of addi- 
tional resources to the inspection of leases using field in- 
spectors to help verify data reported; (3) coordination with 
the States to arrange the sharing of the audit and lease 
inspection function and the exchange of production and 
sales information; (4) reconciliation of existing lease ac- 
count records to the extent possible; (5) identification of 
staff needs and resources for assessing interest on late 
payments; and (6) faster deposit of royalty payments us- 
ing electronic funds transfer when possible. 
Status: Action completed. 

Agency Comments/Action 

In response to the report, the Department of the Interior has 
entered into cooperative agreements with some States to 
review and reconcile existing lease account balances. Also, 
inspection and auditing plans have been developed. Howev- 
er, as discussed in the report, GAO is still concerned about 
the design, development, and implementation of the pro- 
duction phase of the royalty accounting system. The Feder- 
al Oil and Gas Royalty Management Act of 1982 contains 
many of the provisions that GAO recommended. GAO 
worked closely with the House Committee on Interior and 
lnsular Affairs in drafting the legislation. The primary GAO 
recommendation that the Secretary of the Interior closely 
monitor the systems development effort is still valid, partic- 
ularly since the Department is going through a new 
redesign effort on its system that was implemented in 
February 1983. 
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DEPARThlENT OF THE INTERBOR 

Changing Ownership Within the U.S. Minerals Indusfry: Possible Causes and Steps Needed To Determine the 
Effects 
(EM/I-82-41, 4-26-82) 

Budget Function: Natural Resources and Environment: Other Natural Resources (306.0) 

In response to a congressional request, GAO: (1) surveyed 
Federal agency officials, principal mineral industry 
representatives, and other industry experts to obtain their 
views and perceptions on the causes and effects of take- 
overs of independent mining companies by oil companies, 
other domestic conglomerates, and foreign enterprises; and 
(2) searched and surveyed literature to identify major Fed- 
eral and nongovernmental studies of changing ownership 
trends in the U.S. mineral industry. GAO also reviewed avail- 
able statistical information on mergers and acquisitions in- 
volving the metal mining and metal processing industries. 
Findings/Conclusions: Although data problems associated 
with determining the ownership of the minerals industry ex- 
isf several trends have potential Federal policy implications. 
These include the loss of independent mineral and mining 
concerns to conglomerates, including oil company owner- 
ship, and the growing level of foreign investment in the min- 
erals industry. Measuring the impact of these trends is ex- 
tremely difficult. However, an ongoing Bureau of Mines 
study hopes to accumulate relevant data to assess the 
motives spurring minerals industry acquisitions and to gain 
an indication of the possible effects on industry perform- 
ance. Current industry and expert opinions on the effects 
are subjective and varied. Further, concerns over the poten- 
tial negative impacts are countered by arguments against 
interfering with the existing market forces. In short, there are 
potential benefits inherent in ownership trends as well as 
reasons for concern. Foreign investment in the mineral in- 
dustry, although small in absolute terms, is more concen- 

trated than in the rest of U.S. industry, and appears to be 
growing. No analysis on the effects of this investment on 
the industry has been done. 
Recommendations to Agencies: The Secretary of the Interi- 
or should, while conducting the study on minerals Industry 
ownership, specifically consider the impact of foreign direct 
investment on the minerals industry. Upon complerlon of 
the Bureau of Mines study, the Secretary of should report to 
the appropriate congressional committees: (1) what major 
effects were identified; (2) if and how the analysis was 
compromised by the lack of information; (3) whether there 
is a continued need for periodic assessment of ownershlp 
trends and effects; (4) if additional information collection 
authority would be needed to conduct future analysis; and 
(5) whether there is a specific need for increased monitor- 
ing and analysis of foreign direct investment in the minerals 
industry, as well as suggestions as to the means by which 
the executive branch should accomplish this. 
Status: Action in process. 

Agency Comments/Action 

Interior is continuing to conduct its study of minerals own- 
ership. A detailed examination of the effect of foreign own- 
ership as recommended by the GAO report will not be in- 
cluded because of identified data problems. The Interior re- 
port is being delayed by internal review but should be out by 
March 1984. 



DEPPiFlTMENT OF THE INTERIOR 

improvements Pdeeded in the Accounting for Personal Property 
(AFMD-82-84, 7-12-82) 

Budget Function: General Government: General Property and Records Management (804.0) 

GAO surveyed the Department of the Interior’s accounting 
for personal property to determine whether: (1) account- 
ing records were accurate and periodically reconciled with 
property records; (2) physical inventories were properly 
conducted; and (3) accounting for Government-owned 
property heid by contractors was adequate. 
Findings/Conclusions: The survey of accounting for per- 
sonal property at Interior identified recurrent problems at 
the Geological Survey, Fish and Wildlife Service, and 
Bureau of lndian Affairs. Although Interior’s Inspector 
General had previously reported that physical inventories 
were not being taken and that accounting and property 
records, which differed by $96 million, were not being 
reconciled, action was not taken to strengthen property 
accounting. As a result, the reported amount of personal 
property was inaccurate and unreliable, and control over 
the $500 million of property managed by the three 
bureaus was seriously weakened. 

Recommendations to Agencies: The Secretary of the lnte- 
rior should direct the Geological Survey, Fish and Wildlife 
Service, and Bureau of Indian Affairs to provide the em- 
phasis necessary to implement viable property accounting 
systems and to initiate measures to conduct required 
physical inventories of all personal property and reconcile 
the results with the accounting and property records. 
Status: Action completed. 
The Secretary of the Interior should direct the Geological 
Survey, Fish and Wildlife Service, and Bureau of Indian 
Affairs to provide the emphasis necessary to implement 

viable property accounting systems and to initiate meas- 
ures to ensure that all appropriate information is transmit- 
ted between the accounting and property offices. 
Status: Action in process. 
The Secretary of the Interior should direct the Geological 
Survey, Fish and Wildlife Service, and Bureau of Indian 
Affairs to provide the emphasis necessary to implement 
viable property accounting systems and to initiate meas- 
ures to provide that physical inventories be taken or veri- 
fied by personnel who are not responsible for the custody 
of the property. 
Status: Action completed. 
The Secretary of the Interior should direct the Geological 
Survey, Fish and Wildlife Service, and Bureau of Indian 
Affairs to provide the emphasis necessary to implement 
viable property accounting systems and to initiate meas- 
ures to ensure that all Government-owned property in the 
possession of contractors is accounted for, inventoried, 
and reconciled with the accounting and property records. 
Status: Action in process. 

Agency Comments/Action 

The agency: (1) held nationwide property training sem- 
inars; (2) issued revised or new guidelines for accounting 
for government-owned property in the hands of contrac- 
tors; (3) conducted and reconciled physical inventories; 
(4) revised internal directives governing property pro- 
grams; and (5) is upgrading current systems to accom- 
plish required general ledger reconciliation. 
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Increasing Entrance Fees: Phtiosaal Fork Service 

(CED-82-84, 8-4-82) 

Budget Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legislative Authority: Land and Water Conservation Fund Act of 1965. P.L. 96-87. OMB Circular A-25. S. Rept. 96-l 80. S. 
495 (96th Cong.). H. Rept. 92-742. 

GAO conducted a review to estimate National Park System 
entrance fees using the criteria in the r .and and Water Con- 
servation Fund Act of 1965, as ar.rended, to determine 
whether it was appropriate for Congress to reconsider its fee 
moratorium. 
Findings/Conclusions: A 1979 congressional moratorium 
has prevented the National Park Service from raising en- 
trance fees at 333 units in the National Park System in spite 
of rising operating costs and inflation. Between 1971 and 
1981, Park Service operation and maintenance costs per 
visitor rose 149 percent while enky fee revenues per visitor 
declined 30 percent. As a result, entry fee revenues declined 
from over 7 percent of Park Service oiieration and mainte- 
nance costs in 1971 to about 2 percent of those costs in 
1981. During the same period, inflation rose by 129 per- 
cent. Using a unit-day-value method, GAO determined that 
the recreation benefits at six major park system units have a 
daily value ranging from $7.64 to s 11.40 for a family of 
four. However, daily entrance fees at these parks only aver- 
age about $3.00 per vehicle. Using the six legislative criteria 
as guidelines, GAO estimated that the Park Service could 
generate net additional revenues of s 18 million at 48 of the 
71 units which GAO reviewed. GAO alsrj estimated that the 
Park Service could generate addirxa! x: income of $2.7 
million by extending fee collection hoxs n: 14 parks. The 
responsibility for setting park e::b:x;*@ i;ti; rests wit!! the 
Secretary of the Interior. GAO agrxs >:&I proposed legisla- 
tion which would repeal the morato?u:;: on initiating and in- 
creasing park entrance fees an3 r=.-r!ovo ‘he $10 limit on 
the price of the Golden Eagle Pazc;l~~f, which allows unlim- 
ited entry to all parks for the c&r&: ye;:. 
Recommendations to Congress: r.‘;r.grcss should repeal 
section 402 of Public Law 96-q7, \+i~h froze all National 

Park Service entrance fees at their January 1, 1979, level 
and prohibited collecting entrance fees at any additional un- 
its. 
Status: No action initiated. Date action planned not known. 
Congress should amend section 4 of the Land and Water 
Conservation Fund Act of 1965, as amended, to remove the 
$10 limit on the price of a Golden Eagle Passport. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Secretary of the Interi- 
or should direct the Director, National Park Service, to es- 
tablish guidelines for applying the siu legislative criteria for 
setting park entrance fees. 
Status: Action completed. 
The Secretary of the Interior should direct the Director, Na- 
tional Park Service, to use the guidelines established for ap- 
plying the six legislative criteria to set entrance fee levels at 
park system units. 
Status: Action completed. 
The Secretary of the Interior should direct the Director, Na- 
tional Park Service, to set the price of the Golden Eagle 
Passport based on the levels of fees set at individual parks. 
S&Q&: No action initiated. Date action planned not known. 
The Secretary of the Interior should direct the Director, Na- 
tional Park Service, to extend entrance fee collection hours 
at parks where it is cost effective to do so. 
8taaPu.s: No action initiated. Date action planned not known. 

Agency CsmmentslAction 

The National Park Service concurred with the report recom- 
mendations and has taken specific actions to implement 
them. 



DEPARTMENT OF THE INTERIOR 

BUREAU OF INDIAN AFFAIRS 

Major lmprovemenfs Needed in the Bureau of Indian Maifs Accounting Sysfem 
(AFMD-82-71, 9-8-82) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 
Legislative Authority: Indian Self-Determination and Education Assistance Act (P.L. 93-638; 88 Stat. 2203). Permanent 
Appropriation Repeal Act, 1934 (31 U.S.C. 725 et seq.). 25 U.S.C. 161. 

GAO examined the Bureau of Indian Affairs’ automated 
accounting and finance system to determine whether it 
ensures that: (1) contract and grant cash advances, ex- 
penditures, and balances on hand are properly and accu- 
rately reported; (2) contract and grant cash advances are 
not requested prematurely, thus causing balances to 
exceed immediate and reasonable cash needs; (3) trust 
fund cash receipts and disbursements are properly han- 
dled and controlled and are accurately and completely 
recorded in the accounting records; (4) trust funds are 
properly invested; and (5) the Bureau properly and com- 
pletely discharges its fiduciary responsibilities as trustee 
for Indian trust funds. 
FlndingsEonclusions: GAO found that the accounting 
system is not functioning properly and that little action 
has been taken to resolve known problems. Accounting 
for contracts, grants, and Indian trust funds has lacked at- 
tention. Managers cannot properly discharge thei, fiduci- 
ary responsibility as trustee for the trust funds or control 
millions of dollars of cash advances to contractors and 
grantees, because they are not receiving reliable informa- 
tion from their accounting system. GAO believes that the 
Bureau’s recent efforts to enhance its accounting system 
are misdirected and that its acquisition of new computer 
equipment will not solve the system’s serious design and 
operating problems. To reestablish accountability and 
control, the Bureau needs to take the following corrective 
action: (1) purge unreliable information from the automat- 
ed accounting records for contractor and grantee cash 
advances and trust funds; and (2) develop and implement 
management controls to ensure compliance with pre- 
scribed accounting, internal control, and financial report- 
ing procedures. The Bureau must also redesign or modify 
the automated accounting and finance system to correct 
known, longstanding deficiencies so that managers’ finan- 
cial information needs are met. 
Recommendations to Agencies: The Secretary of the Inte- 
rior should direct the Commissioner of the Bureau of Indi- 
an Affairs to determine the actual amount of expenditures 
made and outstanding cash advances held by Indian con- 
tractors and grantees and record this information in the 
automated accounting system. 
status: Action in process. 
The Secretary of the interior should direct the Commis- 
sioner of the Bureau of lndian Affairs to recover any ex- 
cess cash held by contractors and grantees. 
Status: Action in process. 

The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to maintain the ac- 

counting records for contracts and grants on the accrual 
basis of accounting. 
Status: Action in process. 
The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to reconcile detailed 
subsidiary and summary general ledger trust fund ac- 
counts, investigate the differences disclosed, and make 
appropriate correcting entries in the accounts. In doing 
so, all trust fund securities and cash should be counted. 
Status: Action in process. 
The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to make the max- 
imum use practicable of the check preparation and distri- 
bution services of the Treasury’s division of disbursements 
in making trust fund disbursements. 
Status: Action in process. 
The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to develop written 
procedures for entering transaction information into the 
automated accounting and finance system. 
Status: Action in process. 
The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to ensure that pre- 
scribed accounting procedures are followed by making 
sure that: (1) Indian contractors and grantees file required 
expenditure reports on the prescribed due dates; (2) 
Bureau personnel enter expenditure information promptly 
in the accounting system; (3) Bureau personnel suspend 
letter-of-credit drawdown privileges for Indian contractors 
and grantees who fail to comply with prescribed financial 
reporting and accounting procedures; (4) Bureau person- 
nel responsible for trust funds complete all required 
monthly reconciliations of subsidiary and genera1 ledger 
accounts and promptly enter appropriate correcting en- 
tries in the accounts; (5) local office managers provide for 
prescribed separation of duties in handling trust fund 
transactions; and (6) investment branch personnel do not 
exceed available trust fund cash in making investments. 
Status: Action in process. 

The Secretary of the Interior should direct the Commis- 
sioner of the Bureau of Indian Affairs to initiate the 
redesign or modification of the automated accounting 
and finance system to eliminate design deficiencies and 
operate on the accrual basis of accounting. The new sys- 
tem should be adequately documented and the docu- 
mentation kept up to date. Also, controls should be estab- 
lished to ensure that system modifications are approved 
before implementation and that the modifications are fully 



documented. When the system redesign is complete, the 
new system should be sent to the Comptroller General for 
approval. 
Status: Action in process. 

Agency Comments/Action 

The agency stated that it generally agreed with the findings 
and recommendations in the report and promised correc- 
tive actions. The agency commented that the GAO report 
reiterated many of the concerns that the agency had had 
with its accouhting system. 
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Repeal of Unneeded Outer Continental Shelf Production Rate-Setting Functions Would Cut Costs 
(EMD-82-97, 9- 1 O-82) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Outer Continental Oil Shelf Lands Act (43 U.S.C. 1334). Outer Continental Shelf Lands Act 
Amendments of 1978 (43 USC. 1865). Department of Energy Organization Act (42 U.S.C. 7152). Natural Gas Policy 
Act of 1978.43 U.S.C. 1865(d)(l). 

GAO initiated this report to determine whether there are 
opportunities to save money or better utilize resources 
within the Department of the Interior by eliminating un- 
needed statutory and other reporting requirements involv- 
ing the production of oil and gas from Federal leases on 
the Outer Continental Shelf (OCS). 
Findings/Conclusions: GAO found that, under authority of 
the OCS Lands Act of 1953 and the OCS Lands Act 
Amendments of 1978, Interior requires operators of OCS 
leases to provide various information regarding the rate at 
which oil and gas can and will be produced. Three dif- 
ferent rates are currently compiled by Interior’s Minerals 
Management Service (MMS): the maximum production 
rate (MPR), the maximum efficient rate (MER), and the 
maximum attainable rate (MAR). Most of Interior’s rate- 
setting effort is not useful or necessary and could be cur- 
tailed. Although exact figures are not available, the costs 
on the part of both MMS and industry to collect and re- 
port on the production rates are significant. MMS is cur- 
rently considering revisions to regulations which would el- 
iminate the MER for nonsensitive reservoirs. GAO believes 
MMS could probably eliminate the MER entirely and use 
MPR data to monitor sensitive reservoirs. In addition, MMS 
officials agree that the MAR is not necessary, since the in- 
formation needed on OCS production capabilities can be 
provided through the data supporting the MPR. However, 
since the MAR is required by statute, legislative relief by 

Congress is required before it can be discontinued. 
Recommendations to Congress: Congress should repeal 
section 606 of the OCS Lands Act Amendments of 1978 
(43 U.S.C. 1865) to eliminate the data gathering and re- 
porting requirements related to the MAR. 
Status: Action in process. 
Recommendations to Agencies: The Secretary of the lnte- 
rior should require the Director of MMS to establish 
necessary procedures to use MPR data for: (1) fulfillment 
of the OCS Lands Act Amendments requirement and; (2) 
after legislative relief is granted, for continuing to fulfill In- 
terior’s responsibilities for overseeing OCS production ac- 
tivity. GAO continues to believe that MMS should give fur- 
ther consideration to using MPR data in lieu of the MER 
to monitor sensitive reservoirs. 
Status: No action initiated. Date action planned not 
kl-lOWIl. 

Agency CommenWAction 

Interior agreed with the recommendation that Congress 
amend the OCS Lands Act to eliminate the data gathering 
and reporting requirements related to maximum attain- 
able oil and gas production rates from OCS leases. Interi- 
or disagreed with the recommendation that a second pro- 
duction rate setting function, the maximum efficient rate 
of production, also be eliminated. 
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DEPARTMENT OF THE INTERIOR 

Interior’s Report of Shut-In or FIaring Wells Unnecessary, but Oversight Shod Continue 
(RCED-83-70, 70-5-82) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Outer Continental Shelf Lands Act Amendments of 1978. Outer Continental Oil Shelf Lands Act. S. 
1967 (97th Cong.). H.R. 7076 (97th Cong.). 

GAO reported on the methodology used by the Secretary of 
the Interior in allowing Outer Continental Shelf (OCS) wells 
to be shut-in or flaring natural gas, as required by law. 
Findings/Conclusions: GAO found, as it did in three previ- 
ous annual reports, that the Department of the Interior’s 
Mineral Management Service (MMS) should continue to im- 
prove its monitoring of shut-in and flaring wells while 
discontinuing its annual report. Congress’ primaly concern 
in initially requiring an annual OCS shut-in and flaring wells 
report was to determine whether OCS operators were deli- 
berately withholding production in anticipation of higher 

prices in the future. GAO found that Interior’s methodology 
and reporting has not been adequate to make this determi- 
nation, and GAO believes that recent decontrol makes it un- 
likely that operators would deliberately withhold production. 
GAO concluded that abolishing the report would be the 
most cost-effective solution, and that MMS could direct In- 
terior’s post-lease management functions in a more effec- 
tive manner. 

Recommendations to Congress: Congress should consider 
repealing section 15(l)(d) of the Outer Continental Shelf 
Lands Act, as amended, and sections 601(l) and (b) of the 
Outer Continental Shelf Lands Act Amendments of 1978. 
These repeals would abolish the requirement for Interior’s 
annual report on OCS shut-in and flaring welis as well as for 
the GAO annual evaluation of Interior’s methodology and 
reporting to Congress. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of the Interi- 
or should direct MMS to reinstitute procedures to compare 
Interior’s onsite inspection reports with operator-reported 
shut-in data, at least on a selective basis, to verify the infor- 
mation being reported by operators. 
Status: Action completed. 

The Secretary of the Interior should direct MMS to reinsti- 
tute procedures for monitoring for excessive emergency 
gas flaring. 
Status: Action completed. 

The Secretary of the Interior should direct fWlS to verify on 
a timely basis that gas flaring ceases when it is expected to 

cease. 
Status: Action completed. 

Agency Comments/Action 

Interior directed the Minerals Management Service to: (1) 
reinstitute procedures to compare Interior’s on-site inspec- 
tion reports; (2) reinstitute procedures for monitoring for 
emergency gas flaring; and (3) verify on a timely basis that 
gas flaring ceases when it is expected to cease. 

The House Committee on Merchant Marine and Fisheries 
reported H.R. 7076 to the House on October 7, 1982. The 
bill provided for the repeal of the shut-in and flaring well re- 
porting requirements, but was not enacted. No bills have 
been introduced in this session of Congress. 
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DEPARTMENT OF THE INTERIOR 

Public Range/and Improvement: A Slow, Costly Process in Need of Alternate Funding 
(WED-83-23, 7 O-1 4-82) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 
Legislative Authority: Taylor Act (Grazing). Land Policy and Management Act. Public Rangelands Improvement Act of 
1978. Environmental Policy Act of 1969 (National). Wild and Free Horses and Burros Act of 197 1. Endangered Species Act 
of 1973. 

GAO conducted a review to determine the status of and 
progress being made under the Bureau of Land Manage- 
ment’s (BLM) programs for managing and protecting pub- 
lic rangielands in 16 Western States. 
Findings/Conclusions: Since 1977. BLM has made some 
progress in meeting a congressional mandate to improve 
the unsatisfactory conditions of public rangelands in the 
Western States. BLM has issued over 20,000 grazing per- 
mits or leases to individuals and corporations who use Fed- 
eral rangelands. Permittees with allotments range from 
large ranchers to some with a few animals. Because BV4 
has used varying methods over the years to assess range 
conditions, the assessments’ results cannot be directly 
compared to show the overall effects of BLM management 
actions. Nevertheless, the assessments indicate that most 
of the rangelands are in unsatisfactory condition and pro- 
duce less than their potential. The current BLM method of 
determining and classifying range conditions is not directly 
related to management objectives. In addition, field offices 
use different methods to gather rangeland trend and forage 
consumption data. GAO believes that more consistency in 
data gathering is needed among districts with the same 
rangeland types and with similar resource conditions and 
problems. A 1975 court order has delayed development 
and implementation of range management plans until site- 
specific environmental impact statements are completed. 
The decreasing availability of improvement funds caused 
by budget cuts and declining grazing fees, coupled with the 
increasing cost of range improvements will further delay 
BLM progress in improving range conditions and produc- 
tivity. 
Recommendations to Congress: Congress should assess al- 
ternative funding sources such as amending the Public 
Rangelands Improvement Act to provide an interim in- 
crease in grazing fees, provided the funds are used to make 
range improvements where they are collected. 
Status: No action initiated. Date action planned not known. 

Congress should assess alternative funding sources such 
as appropriating the special funds already authorized by 
section 5 of the Public Rangelands improvement Act for 
range improvements. 
Status: No action initiated. Date action planned not known. 

Congress should assess alternative funding sources such 

as amending the Federal Land Policy and Management Act 
to allow BLM to use a higher percentage or amount of graz- 
ing fees for making improvements. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of the Interi- 
or should direct B!J to develop an additional rangeland 
condition assessment method that will classify conditions in 
relation to management objectives and require State BUvl 
offices, to the extent possible, to obtain consistent range- 
land data to be used for: (1) determlning whether manage- 
ment objectives, such as bringing grazing use in line with 
grazing capacity, are being met; and (2) reporting to 
Congress and the public on the rangelands’ overall condi- 
tion. 
Status: Action in process. 

The Secretary of the Interior should test and evaluate the 
feasibility of expanding the Expenmental Stewardship Pro- 
gram which allows permittees to receive up to a 50-percent 
credit of their annual grazing fees for making range im- 
provements. This program, if feasible for expansion, should 
be implemented with proper fiscal safeguards and in line 
with the BIJI range improvement priority system. 
Status: Recommendation no longer valid/action not intend- 
ed. Such an expansion could not occur under existing 
legislative authority due to lack of time. An expansion 
outside the existing authority would require new legisla- 
tion. 
The Secretary of the Interior should provide those incen- 
tives which the Interior determines to be needed to en- 
courage permittees to make range improvements. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

BLM is developing an assessment of methods to classify 
rangeland conditions in relation to management objectives. 
This will also provide a basis for field offices to gather and 
report consistent data. BLM is reviewing its programs to 
ensure full availability of incentives for private investment in 
range improvements. BLM noted that an expansion of the 
section 12 experimental program would require new legis- 
lation. BLM generally concurred with the report recommen- 
dations. 
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DEPARTMENT OF THE INTERIOR 

BUREAU OF RECLAMATION 

Potential Exists To Reduce Construction Costs Through More Effective Promotion of the Value Engineering In- 
centive Program 
(RCED. 72-1-82) 

Budget Function: Hatural Resources and Environment: Water Resources (301.0) 

GAO reviewed the Department of the Interior’s Bureau of 
Reclamation value engineering incentive program to identi- 
fy opportunities for the Bureau to increase savings on water 
project construction costs. 
Findings/Conclusions: GAO found that the Bureau has not 
placed enough emphasis on promoting the value engineer- 
ing incentrve program for its water resource construction 
contracts. As a result, the cost reduction potential of the 
program probably has not been fully realized due to limrted 
contractor response. Since the program began, the Bureau 
has approved 39 contractor value engineering cost savings 
proposals, amounting to savings of about $2.1 million, half 
of which accrued to the Federal Government. Although 
these savings are noteworthy, the Army Corps of Engineers 
during the same time period achieved nearly 20 times 
greater savings to the Government with construction ap- 
propriations three times that of the Bureau. The Bureau 
could potentially realize greater reductions in water project 
construction costs through the value engineering incentive 
clause adopting certain Corps practices related to: (1) 
lowering various dollar limitations placed on participation in 
the program to encourage greater response, and (2) pro- 
moting contractor awareness of the existence of an incen- 
tive clause. 
Recommendations to Agencies: The Commissioner of the 
Bureau of Reclamation should take action to adopt the in- 
centive clause provisions in the proposed Federal Acquisi- 
tion Regulation. 
Status: Action completed. 

The Commissioner of the Bureau of Reclamation should 
require a plan to be developed and implemented to pro- 
mote the value engineering Incentive program through di- 
rect contact with the contractors. This plan should include: 
1) sending letters to contractors encouraging them to use 
the incentive clause; 2) designing and providing an infor- 
mative brochure on value engineering that at a minimum 
explains the concept of value engineering, outlines the pur- 
pose of incentive clause, discusses the contractor’s role in 
the process, sets forth guidelines to be followed in submit- 
ting proposals, and discusses procedures followed in re- 
viewing and approving proposals received; and 3) providing 
value engineering seminars and orientation sessions for 
Bureau personnel construction company representatives. 
Status: Action in process. 

Agency Comments/Action 

The Assistant Commissioner for Administration issued a 
Reclamation Procurement Memorandum, December 9, 
1982, which adopts the value engineering incentive clause 
proposed by the Federal Acquisition Regulation. Specifical- 
ly, the Bureau’s incentive clause is now: (1) included in con- 
struction contracts valued at s 100,000 or more; and (2) re- 
quired of contractors to be included in any subcontract of 
$50,000 or more. In addition. the Bureau’s clause no longer 
restricts contract proposals based on a s 10,000 minimum 
limit. 
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DEPARTMENT OF THE INTERIOR 

The Chdlenge of Enhancing Micronesian Self-Sufficiency 
(10-83-1, l-25-83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: P.L. 81-815. P.L. 96-63. Dep’t of the interior Secretarial Order 3039.20 USC. 124 1.42 U.S.C. 254b. 
92Stat. 2397. 

In response to a congressional request, GAO reviewed the 
institutional capability of the Micronesian governments to 
plan and administer public-sector programs and services. 
GAO also reviewed the conditions and the operations and 
maintenance of the extensive public works programs. 
Findings/Conclusions: Under its Micronesia trusteeship, the 
United States has encouraged the formation of constitu- 
tional governments, supported the growth of educational 
programs, expanded the access of people to modern medi- 
cal care, and invested extensively in physical facilities as a 
requisite to economic development. Despite these efforts, 
the Micronesian governments continue to face serious ob- 
stacles to becoming more self-sufficient. Geographic, so- 
cial, and public policy constraints have and continue to limit 
the growth of the private-sector economy. GAO found that 
government budgets exceed the capabilities of the 
economies to support them and remain dependent on U.S. 
funds. Although much progress has been made under a 
5-year capital improvement program, it has been estimated 
that $100 million would be required to fund full-scope res- 
toration. The operations and maintenance of Micronesia’s 
capital improvements and support equipment lacks funds, 
technically capable professionals, qualified trade skills per- 
sonnel, planning, and work control programs. As a result, 
most Micronesian facilities and equipment are deteriorating. 
Resources will continue to be limited, and Micronesia is ex- 
periencing public administration problems in financial and 
personnel management and human resource development. 
Enhancing these institutional capabilities will continue to re- 
quire substantial technical assistance from multiple 
sources. 
Faecommendations to Agencies: The Secretary of the interi- 
or, throph the Office of Territorial and International Affairs, 
and in cooperation with the Governments of of the Republic 
of Paiau, the Federated States of Micronesia, and the 
Republic of the Marshall Islands, should, during the period 
before the Trusteeship ends, develop an action plan to 
guide the provision of ail U.S. and other technical assistance 
to the Micronesian governments. 
Stetus: Action in process. 

The Secretary of the Interior, through the Office of Territori- 
al and International Affairs, and in cooperation with the Gov- 
ernments of the Republic of Paiau. the Federated States of 
Micronesia, and the Republic of the Marshall islands should, 
during the period before the trusteeship ends, conduct a 
series of assessments of the technical assistance require- 
ments of the Micronesian governments. 
Status: Action in process. 

The Secretary of the interior, through the Office of Territori- 
al and International Affairs, and in cooperation with the Gov- 
ernments of the Republic of Paiau, the Federated States of 
Micronesia, and the Republic of the Marshall islands. 
should, during the period before Trusteeship ends, identify 
what technical assistance is available and can be provided 
to the Micronesian government by Interior, other Federal 
agencies, international organizations, the private sector, and 
colleges and universities. 
Status: Action in process. 

Agency Comments/Action 

GAO recommended that Interior: (1) conduct a series of as- 
sessments of +he technical assistance requirements of the 
Micronesian Governments; (2) identify what technical assis- 
tance sources are available; and (3) develop an action plan 
to guide the provision of ail available technical assistance to 
the Micronesian Governments. in its March 31, 1983, 
response to the report, interior stated that it IS working 
closely with the Micronesian Governments in defining 
specific areas requiring technical assistance. To some ex- 
tent, Interior is meeting the Micronesian Governments’ 
priority needs: approximately $2 million has been commit- 
ted to a number of technical assistance projects. interior 
has contacted other Federal agencies and potential sources 
to determine what technical assistance is being or could be 
provided to those Governments. This action is not yet com- 
plete and is part of an effort to establish a comprehensive 
technical assistance program. 
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DEPARTMENT OF THE INTERIOR 

Unresolved Issues Concerning the Disposal of Stockpile Silver 
(WED-83-7, 2-18-83) 

Budget Function: Natural Resources and Environment: Other Natural Resources (306.0) 
Legislative Authority: Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). Department of Defense Appropriation Act, 
1982 (P.L. 97-l 14). Strategic and Critical Materials Stock Piling Revision Act of 1979 (P.L. 96-41). 

Comments by the Department of Defense (DOD) and the 
Federal Emergency Management Agency (FEMA) on an 
earlier GAO report have raised new issues concerning the 
disposal of stockpile silver. GAO evaluated the DOD and 
FEMA positions to determine whether they warranted revis- 
ing any of the conclusions and recommendations of the 
earlier report and identified new issues that must be ad- 
dressed and resolved in reevaluating the need for the stock- 
pile silver. 
Findings/Conclusions: The Department of Defense Ap- 
propriation Act of 1982 suspended the weekly auctions of 
silver stockpiles pending a redetermination that the silver in- 
tended for disposal is excess to stockpile requirements and 
congressional approval of any proposed disposal method. 
However, GAO believes that other unresolved disposal is- 
sues remain, including: (I) the lack of consideration of de- 
fense-related monetary uses of silver; (2) inadequacies in 
the decisionmaking data base relating to legislatively man- 
dated supply factors; (3) the lack of consideration of the es- 
timated cost of alternative sources of silver and the impact 
of proposed disposal methods on foreign relations; and (4) 
the viability of various alternative disposal methods, such as 
bullion coins and convertible bonds backed by silver. 
Recommendations to Agencies: The Secretary of the Interi- 
or should require the Interagency Silver Commodity Com- 
mittee in its report to Congress to make clear the demand 
factors considered in redetermining the need for the stock- 
pile silver and provide justification for excluding any of the 
defense-related monetary uses required by the fiscal year 
1982 Defense Appropriations Act. 
Status: Action in process. 
The Secretary of the Interior should require the Interagency 

Silver Commodity Committee in its report to Congress to 
appropriately qualify those legislatively mandated supply 
factors that are based on incomplete data. 
Status: Action in process. 
The Secretary of the Interior should require the Interagency 
Silver Commodity Committee in its report to Congress to 
consider, as required by law: (1) the estimated cost of silver 
from recycling, domestic stocks, and foreign suppliers dur- 
ing a national emergency; and (2) the impact that any pro- 
posed disposal method may have on relations between the 
United States and its major foreign suppliers. 
Status: Action in process. 
The Secretary of the Interior should require the Interagency 
Silver Commodity Committee in its report to Congress to 
provide a benefit-cost analysis of the various alternatives to 
disposing of the stockpile silver, including bullion coins and 
convertible bonds backed by silver, in support of a recom- 
mended disposal method. 
Status: Action in process. 

Agency Comments/Action 

In a May 11, 1983, letter, the Under Secretary of the Interi- 
or stated that the administration generally concurred with 
the recommendations and will direct the Interagency 
Silver Commodity Committee to consider the recommen- 
dations in its silver stockpile disposal report which is still 
in preparation. It would like to defer additional comments 
on the GAO report until that study is completed. Although 
the study has been completed, as of January 11, 1984, it 
had not yet been released. 
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DEPARTMENTOFTHEINTERIOR 
Coal Exchange Management Continues To Need Attention 
(WED-83-58, 3-7-83) 

Budget Function: Natural Resources and Environment: Conservation and Land Management (302.0) 
Legislative Authority: Mineral Lands Leasing Act. Federal Coal Leasing Amendments Act of 1975. Land Policy and Man- 
agement Act (P.L. 95554). Surface Mining Control and Reclamation Act of 1977. 43 C.F.R. 2200. 43 C.F.R. 3400. 

In response to a congressional request, GAO examined 
several aspects of the proposed exchange of coal land own- 
ership in Montana between the Bureau of Land Manage- 
ment (BLM) and a mineral company which is a railroad af- 
filiate. The exchange is proposed to give both parties con- 
tiguous parcels of land which would be more conducive to 
leasing and development. 
Findings/Conclusions: GAO found that, although the Miner- 
al Leasing Act prohibits common carrier railroads from re- 
ceiving Federal coal leases, these restrictions do not apply 
to coal exchanges. Under the authority of the Federal Land 
Policy and Management Act, BLM can noncompetitively ex- 
change coal ownership at any time if the exchanges are in 
the public interest and if the exchanged resources are of 
equal value. In addition, GAO found no discussion of the re- 
lationship between leasing Federal coal or exchanging it in 
the law or regulations; nor did it find regulatory criteria for 
determining when to consider an exchange or leasing. 
Thus, BLM has a great deal of discretion in processing ex- 
change proposals. GAO believes that there is merit to 
proceeding with consideration of the proposal because: (1) 
an exchange would be the surest way to assemble land 
conducive to development and even greater quantities of 
coal would be brought under Federal jurisdiction; (2) the 
long-term marketability of the Federal tract would be en- 
hanced by the elimination of a checkerboard land problem; 
and (3) an alternative cooperative leasing approach has 
been unproven. GAO found that, although BLM intends to 
use the experience gained from this project to develop cri- 

teria for handling future exchanges, there is little assurance 
that key factors affecting exchange decisions will be fully 
considered. 
Recommendations to Agencies: The Secretary of the Interi- 
or should establish regulatory requirements to help assure 
that future coal ownership exchanges are consrstently and 
equitably handled at the State level. These regulations 
should include: (1) guidelines for measuring public benefit 
and equal value for coal suitable for exchange; and (2) a re- 
quirement that both lease and exchange options are ade- 
quately considered when a proposal is received. 
Status: Recommendation no longer valid/action not intend- 
ed. interior has no intention of establishing regulations 
because it feels that regulations are not appropriate 
since each exchange is unique. 
The Secretary of the Interior should follow through in imple- 
menting recommendations previously made by GAO with 
regard to lease exchanges. 
Status: Action in process. 

Agency Comments/Action 

Interior generally concurs with the recommendations and is 
taking corrective actions that it believes are appropriate at 
this time. Interior disagreed with the recommendations to 
set rigid standards covering coal lease and land exchange 
geologic conditions and to set absolute standards for the 
evaluation method to be used for an exchange. 
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DEPARTMENT OF THE INTERIOR 

National Parks’ Health and Safety Problems Given Priority; Cost Estimates and Safety Management Could Be 
improved 
(WED-83-59, 4-25-83) 

Budget Function: Natural Resources and Environment: Recreational Resources (303.0) 
Legislative Authority: Occupational Safety and Health Act of 1970. Surface Transportation Assistance Act of 1982 (P.L. 
97-424). 29 C.F.R. 1960.20. Executive Order 12196. Dep’t. of the Interior Manual Part 485. Dep’t. of the Interior Manual 
Part 753. 

In its second in a series of three reports, GAO reviewed the 
National Park Service’s estimate of its current health and 
safety backlog of construction projects and its systems to 
identify, set priorities for, and fund health and safety pro- 
grams. 
Findings/Conclusions: In it first report, GAO estimated that 
the cost to complete the backlog construction projects was 
about $1.6 billion. Although the Park Service can improve 
its estimates, the uncertainty of project costs until final plans 
are developed limits the Service’s ability to make more reli- 
able estimates. In 1982, the Service updated its construc- 
tion priority list and planned to fund $538 million for health 
and safety projects between 1983 and 1987. It estimated an 
additional construction backlog of $1.7 billion for fiscal year 
1988 and beyond. GAO found that officials and employees 
responsible for health and safety inspections in the National 
Parks it visited do not fully comply with the Occupational 
Safety and Health Administration (OSHA), Department of 
the Interior, and Park Service health and safety inspection 
requirements. Deficiencies included lack of required in- 
spections as well as inadequate inspection documentation, 
followup procedures, and monitoring by regional offices 
and Park Service headquarters. GAO stated that progress 
varied in the Service-wide inspection programs which en- 
compass safety and maintenance assessments for roads, 
bridges, tunnels, buildings, and dams and environmental 
health inspections for water supply and sewage systems. 
GAO noted that the Service acted to improve roads, bridg- 
es, tunnels, dams, and water supply systems; however, 
summary data on corrections to sewage systems were not 
available. 
Recommendations to Agencies: The Secretary of the Interi- 
or should review, during Interior’s annual review of the Serv- 
ice’s budget, the Service’s 5-year priority list of construction 
projects to determine if all health and safety projects are 
properly identified. 
Status: No action initiated. Date action planned not known. 
The Secretary of the Interior should include the updated 
5-year health and safety estimate in Interior’s annual budget 
submission to Congress which should be accompanied by 
an explanation of the estimate’s reliability and comprehen- 
siveness. 
Status: Action in process. 

The Secretary of the Interior should direct the Park Service 
Director to develop an up-to-date, formal headquarters 
health and safety program to be used as a guide for region- 
al and park programs. 
Status: Action in process. 
The Secretary of the Interior should direct the Park Service 
Director to review regional health and safety activities and 
require their compliance with Service requirements. 
Status: Action completed. 
The Secretary of the Interior should direct the Park Service 
Director to develop procedures for the regional safety man- 
agers to use in reviewing the parks’ health and safety activi- 
ties, particularly health and safety inspections. 
Status: Action completed. 
The Secretary of the Interior should direct the Park Service 
Director to identify safety training needs to meet OSHA, In- 
terior, and Service health and safety requirements and re- 
quire that the Service provide for a safety training program 
to meet these needs. 
Status: Action completed. 

Agency Comments/Action 

Interior generally concurred with the recommendations and 
has given specific direction to the Park Service to institute 
action toward meeting the stated objectives. To implement 
the recommendations, Interior informed GAO that: (1) the 
Department will include the updated 5-year health and 
safety estimate in the annual budget submission to 
Congress; (2) the Park Service has developed a draft 
health and safety program to be used as a guideline in re- 
gional and park programs; (3) the Park Service evaluated 
three regional office health and safety programs in fiscal 
year 1983; (4) the Park Service has developed and routed 
to all regional safety managers a Safety and Occupational 
Health Profile Evaluation format containing the 15 ele- 
ments contained in the guidelines; and (5) the Park Serv- 
ice has identified specific training needs in terms of skills 
and knowledge required for managers, supervisors, colla- 
teral duty safety officers, and safety committees. 
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DEPARTMENTOFTHEINTERIOR 
Prnalysis of the Powder River Basin Federal Coal Lease Sale: Economic Valuation improvements and Legislative 
Changes Needed 
(RCED-83- 119, 5- 1 l-83) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Mineral Lands Leasing Act. Federal Coal Leasing Amendments Act of 1975 (30 U.S.C. 201 (a)( 1)). 43 
C.F.R. 2.20. Dep’t of the Interior Manual 355.2.1. Boesche v. Udall, 373 U.S. 472 (1963). 

In response to a congressional request, GAO evaluated 
many sensitive and controversial issues surrounding the 
April 28, 1982, sale of coal leases in the Powder River Basin 
Federal Coal Region and its implications for the overall suc- 
cess of the Federal Coal Management Program. 

Findings/Conclusions: GAO found that the Department of 
the Interior did not investigate the possibility of the disclo- 
sure of proprietary data or its potential impact on the sale. 
However, GAO could not verify the details related to this al- 
leged disclosure. interior did make two major changes in 
its coal lease sale bidding systems to permit the determina- 
tion of fair market value after the sale rather than before. 
GAO found that Interior’s new entry-level system and 
minimum bidding concept resulted in the receipt of low 
bids because of minimal bidder participation. The com- 
bined accepted bids on two sales were $3.5 million less 
than Interior’s original minimum acceptable bid estimates. 
GAO believed that the approach used by the evaluation 
team, although imperfect and in need of some adjustment, 
was reasonable under the circumstances and provided a 
technically sound basis for estimating the fair market value 
of the tracts. However, GAO found that the lease value esti- 
mates undervalued the tracts by $95 million. GAO also not- 
ed weaknesses in the fair market value determination pro- 
cedures, since the procedures were overly dependent on 
data derived from the sale itself. GAO found that Powder 
River coal sold at roughly $100 million less than the GAO 
estimates of fair market value at the April and October 
sales. A GAO analysis of maintenance leases showed that 
none of the tracts sold at fair market value. 

Recommendations to Congress: Congress should amend 
the Mineral Lands Leasing Act of 1920, as amended, to: (1) 
authorize Interior to negotiate captive or maintenance-type 
leases; and (2) require Interior to publish for public com- 
ment information derived at sequential phases in the lease 
negotiation process. To ensure public and industry aware- 
ness of the lease negotiation process, and to provide ample 
opportunity for affected parties to influence the process, In- 
terior should be required to publish its: (1) intent to nego- 
tiate a proposed maintenance lease; (2) decision to nego- 
tiate the lease as proposed and its evaluation of public com- 
ments; (3) intent to sell the lease and the proposed sale 
terms; and (4) decision to sell the lease as proposed, or un- 
der modified terms, and its evaluation of public comments. 

To facilitate future evaluations of the negotiation process, 
Congress should amend the Mineral Lands Leasing Act of 
1920 to require that detailed records be kept of the negotia- 
tions, including evidence presented by Government and in- 
dustry representatives, and of its disposition. 
Status: Action in process. 
Recommendations to Agencies: The Secretary of the Interi- 
or should postpone scheduled regional coal lease sales un- 
til Interior has had an opportunity to correct deficiencies in 
its valuation, leasing, and fair market value determination 
procedures. 
Status: Action in process. 
The Secretary of the Interior should not resume coal leasing 
until Interior has developed: (1) a detailed analysis of the ec- 
onomic and geologic variables affecting the value of a Fed- 
eral coal lease; (2) new internal procedures for conducting 
coal lease valuations; (3) new guidelines for using untried or 
experimental bidding systems, such as entry level and in- 
teract bidding, at regional coal lease sales; (4) minimum 
regulatory selling prices for coal leases in each Federal coal 
region on a cents per ton basis; and (5) revised fair market 
value determination procedures that include specific quan- 
titative tests which are applicable whether or not adequate 
bidding competition is present and place greater reliance 
on prior comparable sales and recent arm’s length sales in 
the absence of bidding competition at the actual sale. 
Status: Action in process. 
The Secretary of the Interior should direct the Bureau of 
Land Management to establish written, bureauwide, internal 
procedures for safeguarding coal lease pricing, economic 
valuation, and other proprietary data. 
Status: Action in process. 

Agency Comments/Action 

A number of the recommendations are currently being im- 
plemented. However, Interior objects to the contention that 
the fair market value of the Powder River Leases for $100 
million is less than Interior received. Interior has not volun- 
tarily postponed future regional sales until improvements 
are made as suggested by GAO. Interior’s fiscal year 1984 
appropriations bill was amended and signed into law. It es- 
tablished a commission on coal fair market value and 
placed a moratorium on Interior’s leasing of coal until the 
commission reports its findings to Congress. 
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DEPARTMENT OF THE INTERIOR 

Congress Should Extend Mandate lo Experiment With Alternative Bidding Systems in Leasing Offshore Lands 
(WED-83-139, 5-27-83) 

Budget Function: Energy: Energy Supply (271.0) 
Legislative Authority: Outer Continental Oil Shelf Lands Act (P.L. 83-212). Department of the interior Appropriation Act, 
1982 (P.L. 9i’-100). Department of Energy Organization Act (P.L. 95-91). P.L. 95-372. 

In response to a congressional request, GAO reviewed the 
Department of the Interior’s use of alternative bidding sys- 
tems to lease offshore lands for oil and gas development as 
mandated in the Outer Continental Shelf Lands Act Amend- 
ments of 1978. Specifically, the report discusses Interior’s 
record in implementing the alternative systems and their 
impact on company participation and competition in lease 
sales, Government revenues, diligent lease exploration and 
production, and administrative costs to the Government. 
Findings/Conclusions: GAO found that the initial effects of 
the alternative bidding systems on company participation 
and competition generally parallels or betters the results of 
the traditional system, although upfront money required to 
obtain leases is not always reduced. GAO compared the al- 
ternative bidding systems and found that two of the six slid- 
ing scale systems and the cash bonus bid with the 33.3 per- 
cent royalty alternative produced especially encouraging 
results. However, GAO concluded that additional time and 
testing are needed to determine the full impact of the sys- 
tems on Government revenues, lease exploration and pro- 
duction, and administrative costs. 
Recommendations to Congress: Congress should amend 
section 8(a) 5(B) of the Outer Continental Shelf Lands Act, 
as amended, to provide for continued use of alternatives to 
the cash bonus bid, tied-royalty bidding system in leasing 

offshore lands for another 5-year period. 
Status: No action initiated. Date action planned not known. 

Congress should delete the requirement that the Secretary 
of Energy submit an annual report to Congress on the use 
of alternative bidding systems and transfer the requirement 
to the Secretary of the Interior. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Secretary of the lnteri- 
or should comply with the existing reporting requirements 
of section 15(2) of the Outer Continental Shelf Lands Act, 
as amended, to provide Congress adequate and timely in- 
formation on the impacts of using the alternative bidding 
systems. 
Status: Action completed. 

Agency Comments/Action 

Interior agreed with the recommendation that the Secretary 
of the Interior comply with the existing reporting require- 
ments of section 15(2) of the Outer Continental Shelf Lands 
Act, and issued the required report on April 29, 1983. lnteri- 
or disagreed with the recommendation that Congress pro- 
vide continued testing of alternative bidding systems in 
leasing Outer Continental Shelf lands. 
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The DepartmerPt of the Interior Should Improve Its Policies and Prac:t P i ac w Gr~~-rMWateal income 
(GGD-83-75, 8-26-83) 

Budget Function: General Government: Executive Direction and Management (,2fl? ~31 

GAO performed a Government-wide review of Federal 
agencies’ and grantees’ policies and practices on handling 
income generated under federally assisted programs. 
Findings/Conclusions: GAO found that a number of Feder- 
al agencies, including the Department of the Interior, had 
not established regulations addressing some grant-related 
income issues, were not conforming to the Otfice of Man- 
agement and Budget’s grant-related income standards, and 
were not adequately implementing their grant-related in- 
come regulations. As a result, the objective which the in- 
come standards sought to attain, that of using the income 
to increase the size of the federally asslsted programs or to 
reduce the Federal Government’s and grantees’ shares of 
program costs, was not always being attained. 
Recommendations to Agencies: The Secretary of the Interi- 
or should direct the National Park Service (NPS) and the 
Fish and WildlIfe Service (FWS) to review grantees’ prac- 
tices on the use of income and to emphasize that program 
income must be used for program purposes. 
Status: Action in process. 

The Secretary of the lntenor should direct NPS and FWS to 
establish regulations governing the: (1) timing and allowa- 
bility of program income expenditures; and (2) disposition 
of interest earned on invested program income funds. 
Status: Action in process. 
The Secretary of the Interior should direct FWS officials to 
determine whether any Federal share exists in the interest 
earned on the two Florida wildlife accounts. 
Status: Action in process. 

The Secretary of the Interior should direct NPS and FWS to 

review and, where =‘I!; opriate, revise their regulations on 
the optlons 9v-ilal-Ja 1.~ :;raniees for using program income 
to ensure that t!!ey ref!ect statutory requirements and clarify 
them as a99rnyiqtP ‘7 remove internal conflicts. 
Status: Action h proce.=s. 

The Secretary of tke imerior should direct FWS officials to 
be consistent in :equinng grantees to account for and re- 
port on income f:om the sale of wildlife management area 
permits, taking into consideration the FWS policy statement 
on this issue. 
Slatus: Action in nrocess. 

The Secretary of ih? lntpr%: should direct FWS to require 
grantees to use the Financial Status Report for reporting 
program incorr.r 3iL.i 5. other types of grant-related in- 
come. 
St&s: Action: 10 prorejs. 

The Secretary of ;I,< Interior should direct NPS to enforce 
the Historic Yre<L-lvaaon Program regulations requiring 
grantees IO remit d-~t Federal share of proceeds realized 
from the sale of rea! property without regard to whether the 
property is sold dull:l<g or after the project period. 
Status: Action in pr(>cc:js. 

Agency Conemenas~Acllon 

Interior generally ayrcro with the report stating that it recog- 
nizes a need to pro<& more explicit guidance to grantees. 
Interior will cons&r W,Z report and its recommendations in 
preparing suci, sb;cail-~. 
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DEPARTMENT OF THE INTERIOR 

Compliance With the Deparfment of the Inferior’s Cost Recovery Program Could Generate Substantial Addi- 
tional Revenues 
(RCED-83-94, 9-6-83) 

Budget Function: Energy: Energy Supply (271 .O) 
Legislative Authority: Land Policy and Management Act (43 U.S.C. 1734). Mineral Lands Leasing Act (30 U.S.C. 185). Inde- 
pendent Offices Appropriation Act, 1952 (31 U.S.C. 483a). 

GAO reviewed the Department of the Interior’s recently ex- 
panded cost recovery program as it relates to oil and gas 
activities on Alaska’s Federal onshore lands. 
Findings/Conclusions: GAO found that the Bureau of Land 
Management (BLM), the Minerals Management Service 
(MM’S), and the Fish and Wildlife Service (FWS) are not fully 
complying with Interior’s requirement to identify and, where 
appropriate, seek recovery of costs for services which 
directly benefit firms and individuals. During fiscal year 
1982, more than $1.5 million in potentially recoverable 
costs were incurred by Interior, but action was taken to re- 
cover only a small part of them. Similar costs are anticipat- 
ed in the future. The costs are incurred in responding to re- 
quests for drilling permits and other services by specific in- 
dividuals and firms involved in exploration, development, 
and prdduction activities on Alaska’s Federal lands. With 
few exceptions, the beneficiaries of these services are not 
being required to reimburse Interior for costs incurred be- 
cause of the newness of the cost recovery program, the lack 
of emphasis and priority being given to it, and an unaware- 
ness of the requirement to reexamine these costs for the 
potential for recovery. GAO found that: (1) MMS was ex- 
cused from filing a cost recovery report because it was a rel- 
atively new organization; (2) the FWS report did not identify, 
discuss, or analyze the recovery potential of oil and gas 

management costs; and (3) BLJV currently charges for 27 
leasing-related services and has proposed regulations for 
increasing or imposing fees for 9 others. Although BLM 
identified some new areas of cost recovery, it did not identi- 
fj~ and analyze possible cost recovery for oil and gas man- 
agement costs. 
Recommendations to Agencies: The Secretary of the lnteri- 
or should instruct the Director of the Office of Financial 
Management to ensure that bureaus and offices comply 
with the expanded program to recover appropriate costs for 
services provided to the non-Federal sector. Specifically, 
bureaus and services in Alaska should identify unrecovered 
oil- and gas-related costs, evaluate the appropriateness of 
recovery possibilities, and institute collection procedures, 
where appropriate. 
status: Acuon in process. 

Agency Comments/Action 

On November 8, 1983, the Department of the Interior ad- 
vised GAO that the Bureau of Land Management and the 
Fish and Wildlife Service have initiated review of their cost 
recovery criteria with respect to Alaska oil and gas leasing 
activities. If additional cost recovery opportunities are identi- 
fied, appropriate action will be taken. 



DEPARTMENTOFTHETREASURY 

BUREAU OF ALCOHOL, TOBACCO AND FIREARMS 

Occupational Taxes on the Alcohol Industry Should Be Repealed 
(GGD-75-711, 1-16-76) 

Budget Function: General Government: Central Fiscal Operations (803.0) 

Alcoholic beverage occupational taxes collected in fiscal 
year 1975 amounted to $21.5 million., 
Findings/Conclusions: Taxpayer compliance with the 
alcohol-related occupational tax has dropped below accept- 
able levels; enforcement by the Bureau of Alcohol, Tobac- 
co, and Firearms is inadequate. Although additional man- 
power in this area would undoubtedly increase both reve- 
nue and compliance, repeal of the occupational taxes ap- 
pears preferable to increased enforcement. 

Recommendations to Congress: Congress should repeal all 
occupational taxes in sections 5081 through 5148 of the 
Internal Revenue Code on retail and wholesale dealers in 
distilled spirits, wines, and beer; manufacturers of nonbev- 
erage alcoholic products brewers; manufacturers of stills; 
and rectifiers. 
Status: Recommendation no longer valid/action not in- 
tended. 

Congress should amend the Federal Alcohol Administra- 
tion Act to clarify the authority of the Bureau of Alcohol, To- 
bacco, and Firearms to investigate possible consumer 
and/or unfair trade practice violations of the Act prior to a 
permit hearing. 
Status: Action in process. 

Agency Comments/Action 

Sections 5081 through 5084 were repealed effective 
January 1, 1980. The Department of the Treasury 
disagreed that the other sections should be repealed be- 
cause they serve as a means for determining compliance 
with various Federal laws. Therefore, it intends no further 
action. Regarding the Federal Alcohol Administration Act, 
Treasury is working with Congress to draft an amendment 
to the Act to give the Bureau subpoena power to conduct 
investigations. 
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DEPARTMENTOFTHETREASURY 

INTERNAL REVENUE SERVICE 

/l/ega/ Tax Protesters Threaten System 
(GGD-81-83, 7-8-81) 
Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Internal Revenue Code (IRC). Tax Reform Act of 1976. 

GAO reviewed the efforts of the Internal Revenue Service 
(IRS) to detect and deter illegal tax protesters. The review 
was based primarily on a random sample of cases identified 
as protesters in 1978 and 1979 by three IRS districts. IRS 
defines an illegal tax protester as a person who advocates or 
participates in a scheme with a broad exposure that results 
in the illegal underpayment of taxes. To counter this threat 
to the Nation’s voluntary compliance tax system, IRS has 
taken some important actions, including the establishment 
of a nationwide program to detect and deter protesters and 

a related program to identify persons who file false form 
W-4’s to evade taxes. 

FlndingslConclusions: IRS has had some important 
successes, including convictions of major illegal protest 
leaders, but it needs to improve its efforts to identify illegal 
tax protesters and to bring them into compliance in a more 
timely and effective manner. IRS also needs to develop an 
overall strategy and better target its resources to maximize 
their deterrent effect on the protester problem. The exact 
extent and makeup of the illegal tax protest movement are 
unknown; illegal tax protesters have developed various 
complex and sophisticated schemes to evade or reduce 
their taxes. The largest number of cases in the review sam- 
ple involved protesters who were nonprofessional wage 
earners, had incomes between $15,000 and $50,000, and 
on the average owed about $3,700 in taxes. The Illegal Tax 
Protester Program was designed primarily to identify and 
control protester returns and documents. The Question- 
able Form W-4 Program was designed to identify illegal tax 
protesters and others who file false income withholding cer- 
tificates to evade taxes. IRS procedures for detecting illegal 
tax protesters are limited primarily to identifying those who 
choose to file a protest return or notify IRS of their protest; 
other protesters elude detection. IRS has not been as timely 
and effective as it could be in bringing illegal tax protesters 
into compliance. Additional opportunities exist for IRS to 
use the public media in dealing with the problem. 
Recommendations to Congress: Congress should revise the 
summons provisions of the 1976 Tax Reform Act by requir- 
ing taxpayers to expeditiously show cause to a court for not 
complying with a summons. 
Status: Action completed. 

Recommendations to Agencies: The Commissioner of IRS 
should direct IRS officials to routinely determine whether 
persons detected through the IRS nonfiler program are pro- 
testers and ensure that they are pursued accordingly. 
Status: Action completed. 

The Commissioner of IRS should direct IRS officials to pro- 
vide appropriate personnel with sufficient training on pro- 
tester identification procedures. 
Status: Action completed. 
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The Commissioner of IRS should direct IRS officials to con- 
duct an annual delinquency check on previously identified 
protesters to verify that filing requirements were met and 
proper tax assessed and paid. 
Status: Action completed. 

The Commissioner of IRS should institute the following 
change: when service centers identify a protester. they 
should accumulate a file of all pertinent data from sources 
within IRS, including information documents, questionable 
W-4’s, and prior returns. 

Status: Action completed. 

The Commissioner of IRS should institute the following 
change: shipment of protester cases from service centers to 
districts should be specially handled to reduce lost time. 
Status: Action completed. 

The Commissioner of IRS should institute the following 
change: when protesters are uncooperative, IRS should 
prepare and process substitute tax returns based on availa- 
ble information, such as employer-provided information. 
Status: Action completed. 

The Commissioner of IRS should institute the following 
change: explicit guidance should be provided to examina- 
tion and appeals personnel regarding how family estate 
trust cases should be expeditiously examined and proc- 
essed. 
Status: Action completed. 

The Commissioner of IRS should institute the followlng 
change: when a protester case involves a paid preparer, IRS 
should expeditiously assert, where appropriate, a penalty 
against the preparer. 
Status: Action completed. 

The Commissioner of IRS should establish criteria on the 
time it will allow for protesters to provide records before is- 
suing summons. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagreed with this recommendation. It 
believes flexibility is necessary to adequately assess 
each case in light of all extenuating circumstances and 
facts. 

The Commissioner of IRS should establish a working group 
in each di,strict division to handle protester and other special 
compliance cases and designate one district official with the 
responsibility and authority for cutting across functional 
lines to ensure that such cases receive adequate and 

expeditious attention. Similar positions should be estab- 
lished at the national and regional office levels to ensure 
that the protester program and other special compliance 
programs receive the attention they need. 



Status: Recommendation no longer valid/action not intend- 
ed. IRS did not agree with this recommendation. It be- 
lieves that implemention of this recommendation would 
be disruptive to its existing organizational structure and 
would jeopardize effective tax administration. 
The Commissioner of IRS should develop, with input from 

the Justice Department, an overall plan for dealing with rlle- 
gal protesters. 
Status: Recommendation no longer valid/action not intend- 
ed. IRS believes that exisbng Ilaison mth the Department 
of Justice is sufficient and through this liaison hopes to 
improve planning and coordmation. 
The Commissioner of IRS should develop more compre- 
hensive management information for use in planning, allo- 
cating resources, and making other strategic decisrons rela- 
tive to the illegal tax protester efforts. 
Status: Action completed. 

The Commissioner of IRS should. on a test basis, seek Joint 
Committee approval under Code section 6103(k)(3) to drs- 
close taxpayer return information or any other information 
necessary to correct misstatements of fact. 
Status: Action in process. 

Agency Comments/Action 

IRS generally agreed with most of the recommendations 
and has taken action or has action pendrng on many 
recommendations. It did not agree with the recommenda- 
tion which called for: (1) rigid criteria on the timeframe to 
allow protesters to provide records before issurng sum- 
mons; (2) working groups in each district to handle protest- 
er and other compliance cases; (3) developrng. with input 
from the Department of Justice, an overall plan for dealing 
with illegal tax protesters: and (4) improving the manage- 
ment information systems of the Crimrnal Investigation 
Division and the Examination Division. In February 1983. 
the Joint Committee on Taxation told IRS that it had adopt- 
ed the procedure proposed by the Service. IRS is now in the 
process of amending its procedures to Implement Code 
section 6103(K)(3). 
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DEPARTMENT OF THE TREASURY 

Bank Sacracy Act Reporting Requirements Have Not Yet Met Expectations, Suggesting Need fog Amendment 
(GGD-87-80, 7-23-81) 

Budget Function: General Government: Executive Direction and Management (802.0) 
Legislative Authority: Bank Secrecy Act of 1970 (P.L. 91-508). 31 C.F.R. 103. 

The implementation of the Bank Secrecy Act’s reporting re- 
quirements and their usefulness to law enforcement efforts 
were reviewed. Congress envisioned that the reporting re- 
quirements of the Act would be useful for tracking the fi- 
nancial resources associated with criminal activities and the 
profits gained from these illegal activities. However, GAO 
found that the reports required under the Act are not widely 
used and their potential utility as an investigative tool is un- 
known. The Department of the Treasury, responsible for 
implementing the Act, has initiated actions along with other 
agencies to correct many of the problems hindering the use 
of the reports. However, GAO believes that further improve- 
ments are needed if the Act is to be effectively implement- 
ed. GAO also believes that it is time for an overall assess- 
ment of the costs and benefits of the Act’s reporting re- 
quirements to determine their usefulness. 
Flndlngs/Concluslons: GAO found that after 10 years the 
Act has not been used sufficiently to demonstrate whether 
the demands it places on the private sector, especially fi- 
nancial institutions, are commensurate with the benefits ob- 
tained by the Federal Government GAO believes that the 
next 2 to 3 years will be crucial to demonstrating the cost ef- 
fectiveness of the Act’s reporting requirements. Recent ac- 
tions taken by the Treasury Department and the regulatory 
agencies to improve implementation and compliance, cou- 
pled with a greater emphasis on financial investigations by 
law enforcement agencies, suggest that the Act’s require- 
ments may now be receiving the attention Congress en- 
visioned. However, as law enforcement agencies focus 
more on detecting the financial resources of organized 
criminals and, as more attention is given to the effects of 
Federal regulatory activities on the national economy, 
Treasury will have to demonstrate better that the usefulness 
of the Act reports justifies the costs. If this cannot be 
demonstrated, then GAO believes that the Act’s reporting 
requirements should be repealed. 

Recommendations to Congress: Congress should amend 
the Bank Secrecy Act to require a reauthorization of the 
Act’s reporting requirements in 1984. On the basis of 
current progress, GAO believes that Treasury should be 
able to provide sufficient data before then for Congress to 
make a decision on the Act’s continuation, modification, or 
elimination. 
Status: Recommendation no longer valid/action not intend- 
ed. The intent was to provide a mechanism for continued 
periodic congressional oversight to ensure proper atten- 
tion to administration and use of the Act’s reporting re- 
quirements by officials. On July 13, 1982, the House 
Subcommittee on General Oversight concluded that 
progress had been made in administering and using the 
Act’s provisions. The Subcommittee Chairman pledged 
continued oversight. 
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Recommendstlcns to Agencies: The Secretary of the Treas- 
ury should initiate, and submit to Congress within 2 years, a 
comprehensive assessment of the Act’s reporting require- 
ments. Such an assessment should include: (1) the admin- 
istrative and respondent costs of the reporting require- 
ments; (2) the report’s value to criminal, tax, and regulatory 
investigations; and (3) recommendations for legislative or 
program changes. 
SWus: Recommendation no longer valid/action not intend- 
ed. Treasury rejected the recommendation and does not 
intend to implement it. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should allocate, 
withii the Treasury, the staff necessary to effectively imple- 
ment, monitor, and evaluate the Act’s reporting requlre- 
ments and assure that Customs’ commitments to increase 
staff in its Reports Analysis Branch are fulfilled. 
Status: Action completed. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should revise the De- 
partment’s Act data dissemination guidelines to provide law 
enforcement investigators easier access to Act report data 
and regulatory examiners’ data to verify financial instrtu- 
tions’ report filings. 
Status: Action in process. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should work with the 
financial institution regulatory agencies in: ( 1) developing a 
workable compliance enforcement policy specifying penal- 
ties to be applied for noncompliance; (2) establishing effec- 
tive compliance monitoring procedures that provide for 
each regulatory agency to extensivety test some pomon, 
perhaps as much as 10 percent, depending on resource 
availability, of the institutions examined each year; and (3) 
designating a single supervisory examiner in each district or 
region to review Act examinations. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury adopted part 7 of the recommendation 
while rejecting parts 2 and 3. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should develop, in 
cooperation with Customs’ Reports Analysis Branch and 
the financial institutions’ regulatory agencies, the capability 
to identify financial institutions which may not be comply- 
ing, so that the regulatory agencies can most effectively 
focus their limited examination resources. 
Status: Action completed. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, on a test basis, 
should obtain and distribute the names of retail businesses 
exempted from filing currency transaction reports to deter- 
mine if such data are useful to law enforcement agencies. 



Sfafus: Recommendation no longer valid/action not intend- 
ed. Treasury rejected the recommendation on the basis 
that it was unfeasible to implement. 
The Secretary of the Treasury, through the Assistant Secre- 
tary for Enforcement and Operations, should establish a 
system to obtain the data necessary to make a comprehen- 
sive assessment of the costs and benefits of the Act’s re- 
porting requirements. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury rejected the recommendation and plans no 
action to implement it. 

Agency Comments/Action 

Agency officials are in agreement with the principal recom- 
mendations. Treasury officials contend that the usefulness 
of the Act’s reporting requirements has already been 
demonstrated. Treasury is opposed to the enactment of a 
sunset provision; it has not assigned a high priority to a 
study of the costs and benefits associated with the reporting 
requirements. Treasury has explored the possibility of con- 
tracting with an outside firm for such a study, but has found 
it to be too expensive. Treasury and other agencies have 
taken several actions which indicate improved attention to- 
ward increasing the Act’s usefulness. Discussions with offi- 
cials support the conclusion of improved attention toward 
realizing the Act’s full potential. At a July 1982 congression- 
al hearing, Treasury cited “notable contributions” to better 
administration and use of the reporting requirements by 
Federal bank supervisory agencies, the Securities and Ex- 
change Commission, and the Department of Justice. 
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DEPARTMENTOFTHETREASURY 
Billions of Dollars Are Involved in Taxation of the Life Insurance Industry--Some Corrections in the Law Are 
Needed 
(PAD-81-1, 9-17-81) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Revenue Act of 1964. Internal Revenue Code (IRC) Life Insurance Company Income Tax Act of 
1959. Tax Reform Act of 1976. United States v. Atlas Life Insurance Co., 381 U.S. 233 (1979). United States v. Consumer 
Life Insurance Co., 430 U.S. 725 (1977). 

GAO examined the provisions of the Internal Revenue Code 
under which life insurance companies are taxed to deter- 
mine whether the provisions, which were enacted in 1959 
and have not been reviewed since, were in need of revision. 
Findings/Conclusions: The Life insurance Company In- 
come Tax Act needs updating to reflect substantial changes 
in the industry and the economy. The Act contained a 
number of controversial provisions. Also. many features of 
the Act were written to tax the industry when it was dominat- 
ed by mutual companies, whole life insurance was the 
predominant product sold, the rate of inflation was low, and 
earning rates on investments were much lower than current 

rates. Special features in the Act recognized the competitive 
balance between mutual and stock companies. the Impor- 

tance of fostering the survival of small life insurance com- 
panies, and the long-term nature of the life insurance busi- 
ness. In the past 20 years, the balance in the industry has 
shifted, and mutual companies no longer dominate. The 
lines of business that life insurance companies write have 
shifted from whole life to term and group insurance. There 
has been a dramatic increase in the pension line of busl- 
ness and tax-deferred annuities. Policy loan provisions have 
induced unanticipated demands on life insurance company 
assets in recent years. Because of these factors, Congress 
should consider changing sections of the Act which deal 
with the method by which the reserve deduction, that por- 
tion of current income necessary to meet future obligations, 
is calculated. Taxable income should be redefined as well 
as the method for approximating those reserves that are 
computed on a preliminary term basis. 
Recommendations to Congress: Congress should consider 
selecting as an alternative to replacing the 10 to 1 rule for 
adjusting reserves one of the following: (1) substituting the 
interest based on assumed rates for the 10 to 1 adjustment, 
the free interest method; (2) replacing the 10 to 1 rule with a 
reserve deduction based on a geometric approximation that 
provides a larger reserve deduction in the current economic 
environment; or (3) substituting a 4.5 percent maximum for 
the average earnings rate with either the 10 to 1 reserve ad- 
justment or with the geometric reserve adjustment. 
Status: No action initiated. Affected parties intend to act. 

Congress should amend sections 802(b) and 815(c)(2)(A) 
of the Life Insurance Company Income Tax Act of 1959 to 
reflect the current condition of the life insurance industry. 

There should be no automatic deferral of half the excess of 
gain from operations over taxable investment income for all 
life insurance companies. However, eliminating this deferral 
should be gradual and indexed according to the age of the 
individual company. 
Status: No action initiated. Affected parties intend to act. 

Congress should amend the legislation to allow only $15 
per thousand dollars of the amount at risk in revaluing 
reserves for permanent insurance plans. 
Status: Action completed. 

When considering the issue of deferred annuities. Congress 
should decide the issue of taxation at the corporate or lndl- 

vidual level. 
Status: Action In process. 

Congress should amend the language of section 801 (a) of 
the Life Insurance Company Income Tax Act of 1959 to de- 
fine a life insurance company. 
Status: Action in process. 

Congress should consider amending section 801 (b) of the 
Life Insurance Company Income Tax Act of 1959 which de- 
fines life insurance reserves. 
Status: Action in process. 

Congress should consider amending section 804(c)( 1) of 
the Life Insurance Company Income Tax Act of 1959 to 
provide a specific definition of investment expenses. 
Status: Action in process. 

Congress should amend section 805(b)(4) of the Life Insur- 
ance Company Income Tax Act of 1959 to clarify the definl- 
tion of assets. 
Status: Action in process. 

Congress should determine the extent of any abuses of 
reinsurance and examine section 820 of the Life Insurance 
Company Income Tax Act of 1959 as it refers to modified 
coinsurance in any evaluation of the Act. 
Status: Action completed. 

Agency Comments/Action 

Proposed legislation to revise the Life Insurance Company 
Income Tax Act of 1959 and incorporate these recom- 
mendations is expected to be considered by the end of 
1984. 
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DEPARTMENTOFTHETREASURY 

INTERNAL REVENUE SERVICE 

/F?S Coufef Better Protect U.S. Tax fntefests in Determining the Income of Multinational Corporations 
(GGD-81-81, g-30-81) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Internal Revenue Code (IRC). Revenue Act. 

GAO reported on the Internal Revenue Service’s (IRS) ad- 
ministration of the Internal Revenue Code Section 482 
when auditing multinational corporations. Specific changes 
were discussed which would improve IRS enforcement of 
existing regulations. The larger question was explored of 
whether more fundamental changes in the regulations to- 
gether with additional approaches to taxation of multina- 
tional corporations could alleviate some of the uncertainty 
and administrative burden presently being experienced by 
IRS and corporate taxpayers. 
FindingsXonciusions: Multinational corporations have both 
the incentive and the opportunity to shift income between 
jurisdictions to take advantage of disparate corporate tax 
rates. One incentive is the minimization of taxes. The oppor- 
tunity lies in the pricing of interorganizational transactions. 
This presents an excellent opportunity for abuse. IRS has 
not yet developed baseline information on the incidence 
and magnitude of multinational corporation noncompli- 
ance in terms of improper shifting of income. Thus, IRS has 
no basis for determining the amount of audit resources to 
be assigned to the problem, nor for gauging the success of 
those resources that are applied to it. Enforcement difficui- 
ties are compounded by the complexities involved in 
measuring the amount of income misallocated. Thus, regu- 
lations and the resulting enforcement process create an 
unacceptable level of uncertainty and a significant adminis- 
trative burden both for corporate taxpayers and IRS examin- 
ers. Neither GAO nor IRS knows how much noncompliance 
exists, nor how many more adjustments IRS should have 
made. However, it can reasonably be concluded that the po- 
tential for greater enforcement exists. 
Recommendstions to Congress: Congress should amend 
Section 6038 of the Internal Revenue Code to further pro- 
vide that every Uniied States person, as presently defined by 
the code, shall furnish such information as the Secretary of 
the Treasury may prescribe by regulation with respect to 
any foreign corporation which controls such person. 
Status: Action completed. 
Recommendations to Agencies: The Secretary of the Treas- 
ury should adjust the safe haven interest rate as frequently 
as necessary to realistically reflect the current costs of bor- 
rowing on the open market 
Status: Action completed. 
The Secretary of the Treasury should initiate a study to 
identify and evaluate the feasibiii of ways to allocate in- 
come under Section 482, including formula apportionment, 
which would lessen the present uncertainty and administra- 
tive burden created by the existing regulations. 
Status: Recommendation no longer valid/action not intend- 
ed. Treasury does not agree with the GAO recommenda- 

tion for reasons stated in its response to the dratt report 
and does not intend to take any action. 
The Commissioner of internal Revenue should aggregate 
and analyze existing data from a management perspective, 
consider ways to get a better measure of noncompliance, 
and establish procedures for continuously assessing the ap- 
propriateness of the IRS Section 482 enforcement strategy. 
Status: Action in process. 

The Commissioner of Internal Revenue should reassess the 
appropriateness of the IRS criteria for requesting econo- 
mists’ participation in Section 482 adjustments and require 
that participation be mandatory for all adjustments that 
meet the criteria established. 
Status: Action completed. 

The Commissioner of Internal Revenue should require IRS 
economists to evaluate whether the information they devel- 
op in one examination would be useful in other examina- 
tions and establish a procedure for communicating such in- 
formation to other audit teams which examine corporations 
having similar operations or products. 
8tatus: Action completed. 

The Commissioner of internal Revenue should clarify the 
description of the information that corporations shou!d re- 
port concerning the sale and purchase of stock in trade and 
intercorporate loan transactions either by revising the form 
2952 when current supplies are depleted or by issuing the 
new consolidated form currently being developed. In the in- 
terim, IRS should notify its examiners of the shortcomings 
in the present form. 
Status: Action in process. 

Agency Comments/Action 

Treasury agreed in principle with the conclusions and 
recommendations concerning the need to adjust more fre- 
quently the safe-haven interest rate. Treasury stated that a 
change in the current safe-haven rate was made on July 1, 
1981; it anticipated that the future rate will be adjusted 
periodically to reflect major changes in interest costs. Both 
Treasury and IRS generally agreed with the recommenda- 
tions concerning specific improvements that need to be 
made to current section 482 enforcement procedures. IRS 
is taking steps to implement the recommendations. Both 
expressed disagreement with the recommendation thtit 
Treasury undertake a study to identify ways to les.srn the 
uncertainty and administrative burden created by the exist- 
ing regulations. 



DEPARTMENTOFTHETREASURY 
Millions Paid Out in Duplicate and Forged Government Checks 
(AFMD-81-68, 10-l-81) 

Budget Function: Financial Management and information Systems: Accounting Systems in Operation (998.1) 
Legislative Authority: 4 C.F.R. 101. H. Rept 77-1113. 2 GAO 8.8. U.S. Const. art. 1, 9. 31 U.S.C. 82a-2. 31 U.S.C. 
156.31 U.S.C. 528(a). 31 U.S.C. 561 et seq. 

GAO was asked to study the Treasury Department’s ac- 
counting procedures for duplicate payments and pay- 
ments on forged checks. 
Findings/~onclusions: A GAO review disclosed that the 
Treasury is not meeting all legal, requirements in account- 
ing for and recovering the payments with the result that 
funds are being disbursed without congressional approval 
and amounts due the Government are not recovered 
promptly. A GAO review of Treasury’s procedures for han- 
dling duplicate payments and check forgeries showed 
that: (1) contrary to legal requirements, Treasury has paid 
both original and substitute checks in many cases; (2) 
second payments involving original and substitute checks 
were not charged to appropriations; (3) replacement 
checks for forgeries were not charged to the fund that 
Congress established for this purpose; (4) there is no ap- 
propriation for payment of a forged check discovered 
after the substitute check is issued; (5) the exact amount 
of receivables and losses resulting from the duplicate pay- 
ments and check forgeries was not known because of 
inadequate accounting procedures and controls; (6) 
Treasury was not acting promptiy and effectively to enable 
recovery of all the receivables; and (7) more efforts are 
needed to reduce the number of future duplicate pay- 
ments and forgeries. Although they represent an extreme- 
ly small percentage of the total checks issued by Treas- 
ury, the amounts involved are substantial and total mil- 
lions of dollars. 
Recommendatfons to Congress: If Congress decides that 
Treasury should continue its current practice of issuing 
and paying substitute checks, it should amend 31 U.S.C. 
528(a) to permit the procedure. 
Status: No action initiated. Affected parties intend to act. 
If Congress decides that Treasury should continue its 
current practice of issuing and paying substitute checks, 
Congress should authorize Treasury to charge all pay- 
ments resulting from check forgeries to the Check For- 
gery Insurance Fund. 
Status: No action initiated. Affected parties intend to act. 

If Congress decides that Treasury should continue its 
current practice of issuing and paying substitute checks, it 
should appropriate funds to absorb the payments. 
Status: No action initiated. Affected parties intend to act. 

If Congress decides that Treasury should continue its 
current practice of issuing and paying substitute checks, 
Congress should provide the appropriations necessary for 
the funds operation. The primary options for providing 
the resources are to: (1) increase the funds existing ap- 
propriation; or (2) authorize a permanent indefinite ap- 
propriation for the fund. 
Status: No action initiated. Affected parties intend to act 
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Recommendations to Agencies: The Secretary of the 
Treasury should strengthen the accounting for and con- 
trol over the receivables by identifying and aging all re- 
ceivables on hand. 
Status: Action completed, 
To take care of forgery cases, the Secretary of the Treas- 
ury should charge to the Check Forgery Insurance Fund 
those payments which the law presently allows. Suficient 
appropriations should be sought for that purpose. 
Status: No action initiated. Affected parties intend to act. 
For those duplicate payments not involving forgery, the 
Secretary of the Treasury should charge future cases 
where payees benefit from duplicate checks to the agen- 
cies responsible for them if Congress permits duplicate 
payments to continue. 
Status: Action in process. 
The Secretary of the Treasury should strengthen the ac- 
counting for and control over receivables by recording all 
receivables and related transactions in the appropriate ac- 
counts with proper supporting documents. 
Status: Action completed. 
The Secretary of the Treasury should strengthen the ac- 
counting for and control over the receivables by establish- 
ing procedures for writing off uncollectible amounts. 
Status: Action completed. 
The Secretary of the Treasury should expedite the collec- 
tion of accounts receivable by locating and processing the 
checks necessary to collect the 34,000 pre-March 1979 
duplicate payment cases. 
Status: No action initiated. Date action planned not 
known. 

The Secretary of the Treasury should expedite the collec- 
tion of accounts receivable by shortening the timeframe 
for acting on forgery cases and standardizing the claim 
forms used to document them. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of the Treasury should expedite the collec- 
tion of accounts receivable by implementing a system to 
ensure that checks involving all future duplicate payments 
are identified and processed promptly. 
Status: Action completed. 

The Secretary of the Treasury should expedite the collec- 
tion of accounts receivable by initiating a policy of collect- 
ing interest on all delinquent debts. 
Status: Action completed. 

The Secretary of the Treasury should expedite the collec- 
tion of accounts receivable by requiring regularly 
scheduled followups on all uncollected receivables. 
Status: Action in process. 



The Secretary of the Treasury, in cooperation with the af- 
fected agencies, should consider various alternatives for 
reducing the number of future duplicate payments and 
forgeries. 
Status: Action in process. 
For those duplicate payments not involving forgery, the 
Secretary of the Treasury should seek appropriations to 
cover those receivables on hand which cannot be recov- 
ered. 
Status: Action in process. 

Agency Comments/Action 

The Department of the Treasury was in general agreement 
with most of the recommendations and has taken a 
number of actions recommended in the report The Depart- 
ment believes that many of the problems raised in the GAO 
report will be addressed with the implementation of a check 
recertification procedure. Under that procedure, agencies 
will be required to provide a new payment certification be- 
fore a substitute check will be issued. If any duplicate pay- 
ments occur, they will be automatically charged to the 
agencies. Implementation of the procedure, which has been 
delayed several times, is now scheduled for July 1984. The 
Department generally considers any uncollected amounts 
over 3 years old to be uncollectable. Thus far, the Depart- 
ment has determined that about $42 million is uncollect- 
able, but it does not plan to request an appropriation to cov- 
er that amount because of budget constraints. 
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lNTERNAL REVEWE SERWCE 

What IRS Can Do To Collect More Delinquent Taxes 
(GGD-82-4, 7 7-5-81) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Internal Revenue Code (IRC). 

GAO reviewed and evaluated the Internal Revenue Service’s 
(IRS) policies, procedures, and practices for collecting de- 
linquent taxes and evaluating its collection activities to 
determine IRS effectiveness in collecting delinquent taxes 
from taxpayers who claim that they cannot immediately pay 
their taxes In full. IRS districts and their respective regions 
and service centers were selected for review on the basis of 
obtaining a geographical mix of districts considering the 
size of the district, available GAO resources, and the impact 
of conducting the review on the IRS collection activities. 
Samples of installment agreements and currently not col- 
lectible cases were also reviewed. 
FlndlngsXoncluslona: At the end of fiscal year 1979, about 
$3 billion of the IRS accounts receivable was classified as 
currently not collectible, and taxpayers were making install- 
ment payments against $270 million in delinquencies. A re- 
view of installment agreements showed that nearly 15 per- 
cent of the taxpayers could have paid their liabilities im- 
mediately with savings. Inadequate determinations of ability 
to pay severely hamper the effective use of installment 
agreements. Further, classifying accounts as currently not 
collectible is a greater problem since these taxes may never 
be collected. IRS has made limited use of voluntary payroll 
deductions, considered one of the best means of making 
payments, and has taken inadequate enforcement action 
when taxpayers miss payments. Closing codes on ac- 
counts classified as currently not collectible were set too 
high in 39 percent of the cases reviewed, thereby preclud- 
ing prompt followup action to collect delinquencies for 
those accounts which could be reactivated. About 40 per- 
cent of the currently not collectible cases in four districts re- 
viewed were audit cases, indicating that audit cases pose a 
bigger collection problem than other accounts. Many delin- 
quent accounts closed by field divisions could have been 
closed by branch office personnel. IRS has yet to establish 
uniform criteria to help revenue officers decide when to 
consider using and when to accept offers in compromise. In 
addition, the IFS procedures for collecting liabilities on 
offers not accepted have not been very effective. 

Wecommendations to Agencies: The Commissioner of 
Internal Revenue should discontinue the current 
installment-agreement-by-mail program except for those 
accounts which would ordinarily not be sent to a district of- 
fice for intensified collection action. 
S&&s: Action completed. 

The Commissioner of Internal Revenue should develop a 
guide based on equity in assets, gross income, income over 
expenses, and amount of tax liability to identify cases with 
loan potential and require taxpayers meeting this potential 
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to seek loans and provide written documentation of rejec- 
tions. 
Status: Action completed. 
The Commissioner of Internal Revenue should establish 
more specific guidelines for employees to use in evaluating 
and analyzing financial statements, including guidelines de- 
fining the necessity and amount of expenses. 
Status: Action completed. 

The Commissioner of Internal Revenue should require tax- 
payers to provide information on credit card expenses to 
ensure that expenses are not duplicated and are for neces- 
sities. 
Status: Action completed. 

The Commissioner of Internal Revenue should require tax- 
payers to provide proof of income and certain expense 
items which may be questionable. 
SPstus: Action completed. 

The Commissioner of Internal Revenue should require em- 
ployees to use dates when liabilities are paid off to increase 
the amount of installment agreement payments, obtain ad- 
vanced dated installment agreements, or reactivate current- 
ly not collectible accounts. 
Status: Action completed. 
The Commissioner of Internal Revenue should develop a 
more detailed quality review of financial statements to en- 
sure that: (1) all information is considered in arriving at the 
decision to grant an installment agreement or classify the 
account as currently not collectible, and (2) the information 
is mathematically correct. 
Status: Action completed. 
The Commissioner of Internal Revenue should establish in- 
stallment payments based on taxpayers’ ability to pay re- 
gardless of whether the payments cover interest charges 
and increase payments when possible. 
Status: Action completed. 
The Commissioner of Internal Revenue should place more 
emphasis on the use of payroll deductions as a means to 
collect the monthly installment payments. 
Status: Recommendation no longer valid/action not intend- 
ed. IRS believes that current instructions are adequate. 
Follow-up should be consklered at a later date depend- 
ing on actions on other recommendations. 
The Commissioner of Internal Revenue should establish 
procedures to enforce installment agreements better before 
defaulted agreements will be reinstated and give collection 
employees a guide on acceptable reasons for missed pay- 
ments. 
Status: Action completed. 



The Commissioner of Internal Revenue should develop an 
evaluation system that would consider dollars collected, 
case disposition, and cost of collecting through installments 
to determine the effectiveness of the program, reasons for 
defaults, and possible corrective action. 
Status: Recommendation no longer valid/action not intend- 
ed. Since the report was issued the program has been 
discontinued. 
The Commissioner of Internal Revenue should establish 
more specific guidelines for setting closing codes for ac- 
counts classified as currently not collectible due to financial 
hardship to ensure that prompt and timely followup is made 
to collect delinquent taxes. 
Status: Action completed. 
The Commissioner of Internal Revenue should require the 
Examination and Collection Divisions to make arrange- 
ments for referring taxpayers to Collection or having Exami- 
nation personnel obtain financial statements from those 
taxpayers who agree to but are unable to pay their tax delin- 
quencies in full. 
Status: Action completed. 
The Commissioner of Internal Revenue should develop a 
system to code delinquent accounts resulting from audits 
issued to the field to show whether the delinquency resulted 
from a no-contact audit. 
Status: Action in process. 
The Commissioner of Internal Revenue should develop a 
statistical information system for audit-originated cases to 
be used to determine potential problems and as feedback 
for the Examination Division to show the collection out- 
come of audit cases. 
Status: Recommendation no longer valid/action not intend- 
ed. IRS stated that the costs of implementing a statistical 
information system by various fax classifications would 
not be effective. GAO will look at this during the followup 
review in August 1984. 
The Commissioner of Internal Revenue should establish 
more specific guidelines for office branches to use in proc- 
essing delinquent accounts to ensure that they take all avail- 
able collection actions before transferring the cases to the 
field office. 
Status: Action completed. 
The Commissioner of Internal Revenue should conduct a 
comprehensive study to determine the most effective use of 
offers in compromise and the type of case where offers 
should be suggested. 
Status: Action completed. 
The Commissioner of Internal Revenue should establish 
specific policies and procedures showing when and how 
compromises should be used as an effective collection tool. 
These procedures should identify how assets should be 
evaluated to arrive at a minimum acceptable compromise 
amount. 
Status: Action completed. 
The Commissioner of Internal Revenue should ensure that 
the IRS review of currently not collectible accounts includes 
a procedure to determine if revenue officers are suggesting 
offers in appropriate cases. 
Status: Action completed. 

The Commissioner of Internal Revenue should periodically 
evaluate the effectiveness of the compromise program as a 
collection tool. 
Status: Action completed. 

The Commissioner of Internal Revenue should set up pro- 
cedures to ensure that financial information developed dur- 
ing the offer investigation is used in followup collection ac- 
tion and that accounts previously classified as currently not 
collectible are reactivated when financial information indi- 
cates that collection is possible. 
Status: Action completed. 
The Commissioner of Internal Revenue should take strong 
collection action when appropriate based on more accurate 
and reliable financial information to resolve delinquencies 
in the best interest of the Government 
Status: Action completed. 
The Commissioner of Internal Revenue should establish a 
more comprehensive means of setting goals and measur- 
ing performance, including such criteria as dollars collected 
and fYpe of disposition. 
/&commendation no longer valldlaction not intended. IRS 
has completed its pilot test and does not intend to take 
further action at this time. A collection automation system 
will by piloted in the spring 1984. At this time, further ave- 
nues will be explored to develop the means for accom- 
plishing this recommendation. 

The Commissioner of Internal Revenue should determine 
what resources are needed to work a delinquent account 
adequately and ensure accurate and reliable financial infor- 
mation, request the additional resources from Congress, 
and inform Congress of the cases IRS will not be able to 
work under various staffing levels. 
Status: Action completed. 

Agency Comments/Action 

IRS generally agreed with the recommendations and has 
taken actions to implement them. IRS has discontinued its 
installment-agreement-by-mail program and issued revised 
manual sections dealing with many of the recommenda- 
tions. Action on the development of a system to code delin- 
quent accounts has been substituted by an alternate system 
that should accomplish the same objective. This system is 
planned for implementation in June 1984. 



DEPARTMENT OF THE TREASURY 

The Treasury Department and 9t.s Bureaus Can Better P/an for and Control Computer Resources 
(GGD-82-9, 2-22-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). OMB Circular A-121. 

GAO reviewed the Department of the Treasury’s and its 
bureaus’ use of computer resources in achieving their mis- 
sions. The objectives of the review were to: (1) evaluate 
how effectively these resources are managed by Treasury 
and its bureaus; (2) determine if they could be better used; 
and (3) recommend improvements where needed. 
Findings/Conclusions: Treasury has lacked an effective 
means of implementing policies and procedures for 
managing computer resources. Congressional concern 
over a similar lack of top management oversight of infor- 
mation resources in other Government agencies has resuit- 
ed in the recent passage of the Paperwork Reduction Act of 
1980. This Act, particularly its provision for designating a 
senior official to report directly to the head of the agency 
and to be responsible for carrying out the Act within the 
agency, can substantially improve the management of 
computers and other information-related activities if proper- 
iy implemented. Many Treasury bureaus have not estab- 
lished a formalized, coordinated system for forecasting au- 
tomatic data processing needs sufficientJy to allow for the 
orderly acquisition of computer resources to satisfy these 
requirements. The absence of top management and user 
involvement and participation in formulating long-range 
computer growth strategy has resulted in Treasury bureaus 
having either too much or too little computer capacity, ex- 
cessive costs of operations, and unmet user needs. 
Although some Treasury bureaus have done limited testing 
and measuring of equipment utilization and in some cases 
have evaluated performance, these efforts are only part of 
an effective performance management program. Other crit- 
ical elements, such as establishing standards and goals, 
periodically assessing products, and optimizing software ef- 
ficiency, have been lacking. 

Recommendations to Agencies: The Secretary of the Treas- 
ury should limit the senior official’s duties and responsibiii- 
ties to those required by the Paperwork Reduction Act to as- 
sure that the official can devote sufficient time and attention 
to enforcing the Act, ensure the independence and objec- 
tivity of the official, and impress upon Treasury and bureau 
management the critical importance of the position. 
Status: Action in process. 
The Secretary of the Treasury should provide the senior of- 
ficials with sufficient rank to demonstrate the importance of 
the position and to facilitate the implementation of policies 
and procedures that are issued by the official. At a 
minimum, the official should be the Assistant Secretary or 
equivalent rank so that it is clear to ail levels of manage- 
ment that the official is the direct representative of the 
Secretary in all matters regarding information manage- 
ment. 
Status: Action in process. 
The Secretary of the Treasury should ensure that the senior 
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official has adequate staff resources to meet the responsi- 
bilities imposed by the Paperwork Reduction Act 
Status: Action in process. 
The Secretary of the Treasury should have each bureau, 
and other offices where appropriate, name an individual to 
report directly to the bureau head and assist the senior offi- 
cial in implementing the requirements of the Paperwork 
Reduction Act within the bureau. These individuals should 
have the authority and staff necessary for implementing the 
policies and procedures established by the senior official. 
Status: Action in process. 

The Secretary of the Treasury should direct the designated 
senior official to ensure that each of Treasury’s bureaus es- 
tablish computer resource steering committees consisting 
of user and data processing management, and chaired by 
the bureau head or deputy, and charge these committees 
with responsibility for assessing computer resource needs 
on a periodic basis and formulating an effective growth 
strategy. 
Status: Action in process. 

The Secretary of the Treasury should direct the designated 
senior official to ensure that Treasury’s bureaus develop 
and implement standardized and formalized systems devel- 
opment procedures that provide a logical and systematic 
approach for developing systems. 
Status: Action in process. 

The Secretary of the Treasury should direct the senior offi- 
cial to require that the development and installation of com- 
puter resource accounting systems be expedited in Treas- 
ury’s bureaus. 
Status: Action in process. 

The Secretary of the Treasury should direct the designated 
senior official to ensure that Treasury’s bureaus develop 
and implement standardized and formalized systems devel- 
opment procedures that assure agreement and under- 
standing between users and systems development staff as 
to what the end product will provide. 
Status: Action in process. 

The Secretary of the Treasury should direct the designated 
senior official to ensure that Treasury’s bureaus develop 
and implement standardized and formalized systems devel- 
opment procedures that provide the steering committee 
and management at all levels with a mechanism for review- 
ing progress and problems at key decision points. 
Status: Action in process. 

The Secretary of the Treasury should direct the designated 
senior official to have each of Treasury’s bureaus establish a 
performance management program for computer re- 
sources that should focus on developing performance 



standards based on specific user requirements but within 
the limits of overall capacity and capability. 
Status: Action in process. 
The Secretary of the Treasury should direct the designated 
senior official to have each of Treasury’s bureaus establish a 
performance management program for computer re- 
sources that should focus on periodic and routine monitor- 
ing of the efficiency and effectiveness of the bureau’s com- 
puter resources in meeting these requirements, 
Status: Action in process. 
The Secretary of the Treasury should direct the designated 
senior official to have each of Treasury’s bureaus establish a 
performance management program for computer re- 
sources that should focus on consistent and uniform re- 
porting to management of performance trends and areas 
needing improvement 
St&us: Action in process. 
The Secretary of the Treasury should direct the designated 
senior official to have each of Treasury’s bureaus establish a 
performance management program for computer re- 
sources that should focus on developing and implementing 
a long-range strategy for improving performance. 
Status: Action in process. 

Agency Comments/Action 

Treasury has established an Assistant Secretary for Elec- 
tronic Systems and Information Technology and has select- 
ed an official to serve. As yet, Treasury has not described his 
full responsibilities; therefore, GAO does not know if this ac- 
tion will satisfy the recommendations. 
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DEPAFtTMENT OF THE TREASURY 

OFFICE OF THE COMPTROLLER OF THE CURRENCY 

Federal Review of lnlrastate Branching Applications Can Be Reduced 
(GGD-82-37, 2-24-82) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authorlty: McFadden Act (Banking) (31 U.S.C. 67). Deposit Insurance Act Federal Reserve Act. Community 
Reinvestment Act of 1977. Historic Preservation Act (16 U.S.C. 470 et seq.). Depository institution Management Interlocks 
Act (12 U.S.C. 3201 et seq.). Housing and Community Development Act of 1977 (12 U.S.C. 2901 et seq.). National Envi- 
ronmental Protection Act Environmental Policy Act of 1969 (National) (42 U.S.C. 432 1 et seq.). Banking Agency Audit Act. 
Banking Act of 1933. 

Federal regulation of intrastate domestic bank branching 
sets the guidelines for the safety and soundness of any of- 
fice, branch agency, additional offices, or any branch place 
of business located in any of the United States or its terri- 
tories or in the District of Columbia at which deposits are re- 
ceived, checks paid, or money lent The Federal regulators, 
State governments, and banks are intertwined in the 
branching process by a mixture of Federal and State laws. 
However, current Federal review of new branch applications 
rarely restricts branch actions, produces little new informa- 
tion of supervisory value and, in the case of State-chartered 
banks, duplicates State efforts. GAO reviewed the efficiency 
and effectiveness of the Federal processes for regulating in- 
trastate branching. 
Flndlngs/Concluslons: Federal reviews require information 
from applicants that may not be needed and that delays 
branch investment decisions. GAO found that: (1) virtually 
all State bank applicants were classified by their Federal re- 
gulators as fundamentally sound, and most of these appli- 
cants had previous branching experience; (2) the majority 
of State bank branching placements are located close to ex- 
isting bank operations; (3) less than 3 percent of the appli- 
cations were protested in 1979 and 1980; (4) only 17 per- 
cent of the branch applications were denied by Federal re- 
gulators from 1975 through 1980; (5) reviews of an appli- 
cant bank’s capacity to branch rely extensively on data and 
analyses already in the possession of the regulator; and (6) 
reviews of branch impact on the recipient community are 
difficult and duplicate State efforts. GAO questioned the 
policy of the Office of the Comptroller of the Currency 
which provides for an extensive review of each application. 
GAO believes that an exception-generated review approach 
for its conclusions and recommendations should be used. 
Because Federal regulatory agencies treat bank remote fa- 
cilities as they do staffed branches, banks must receive Fed- 
eral agency approval to establish these facilities even when 
the State involved does not consider the facilities to be 
branches. GAO believes that such a review is no longer 
necessary for State banks and should be further reduced for 
national banks, because such facilities represent minor ac- 
tions. This would ensure regulatoty consistency. 
Recommendations to Congress: Congress should amend 
the McFadden Act and the Federal Deposit Insurance Act to 
differentiate between staffed branches and remote service 
facilities. 

Status: No action initiated. Date action planned not known. 
Congress should amend the Federal Reserve Act and the 
Federal Deposit Insurance Act to replace the requirement 
for a broad review of each new branch application with a 
notification process, wherein applicant banks notify the 
respective Federal agency of their desire to branch. The 
agency would then respond within a fixed timeframe to this 
notification with the options of either having no objection, 
denying the branch, or requiring more data. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Comptroller of the 
Currency should establish an exception-oriented new 
branch application processing system with explicit 
calendar-day processing time requirements for routine 
branch applications. Extensions beyond this timeframe 
should be exceptions which would necessitate an OtTice of 
the Comptroller of the Currency action to initiate. 
Status: Action completed. 
The Comptroller of the Currency should establish struc- 
tured bank application reporting formats for national banks 
operating in States requiring the review of branch applica- 
tions for their community convenience and needs impact, 
on the basis of the Office of the Comptroller of the Currency 
interpretation of individual State law requirements. 
Status: Action completed. 

Agency Comments/Action 

Congress has not dealt with the question of amending the 
McFadden Act and the Federal Deposit Insurance Ad It will 
probabiy not do so until next spring when it will make an 
overall review of bank reform and the recently released re- 
port by the Bush Banking Task Force. If Congress enacts 
the task force recommendations into legislation, the GAO 
recommendations will be indirectly affected and no longer 
valid. The three regulatory agencies have greatly stream- 
lined and simplified their application process, thus mitigat- 
ing the need for congressional action in this regard. For ex- 
ample, the Federal Reserve and the Federal Deposit lnsur- 
ante Corporation have reduced their application burden 
from a formal application to a letter notifying the regulator 
of their intent to establish a branch office. Similarly, the Of- 
fice of the Comptroller of the Currency has streamlined its 
application process to reduce the burden on the applicant 
and shorten the processing time. 



DEPARTMENT OF THE TREASURY 

IMTERNAL REVENUE SERVICE 

Excessive Specifications Are Limiting Competition for IRS Special Design Tax Refufn Folders 
(GGD-82-67; 3-24-82) 

Budget Function: Procurement - Other Than Defense (990.4) 

GAO reviewed solicitations and contracts for the Internal 
Revenue Service’s (IRS) procurement of special design tax 
return folders to identify restrictive conditions and specifica- 
tions. 

FlndlngsXonclusions: IRS buys significant amounts of pa- 
per folders annually and the folder specifications, which re- 
quire manufacturers to use 14 point kraft paper with a 
minimum tear resistance of 920 grams and inward folding 
gussets, are more than necessary to fultX IRS needs. The 
General Services Administration’s (GSA) specifications for 
standard duty folders are much less restrictive but do con- 
form to the standards developed by the Joint Committee on 
Printing (JCP). The paper industry works on a continuous 
basis with the JCP to establish specifications in such a way 
as to maximize competition on Federal paper procure- 
ments. Production of folder paper with IRS specifications re- 
quires a special production run, and the high tear resistance 
requirement deters most companies from bidding. IRS re- 
ceived three responsive bids from the 30 companies solicit- 
ed for the 1982 folder procurement. IRS program officials 
stated that the 14 point paper is necessary to ensure folder 
longevity and that folders with inward folding gussets are 
necessary because they pop open naturally when removed 
from the shipping carton. Both Government and industry 
officials with whom GAO spoke agreed that IRS specifica- 
tions are excessive and that the unique paper requirement 

contained in the specifications is unnecessary and is pre- 
cluding many manufacturers from bidding. FurtIler, officials 
also believe that the current gusset design is unnecessary 
and costJy. 
Recommendations to Agencies: IRS should evaluate its tax 
return folder specifications with a view toward using the less 
costly, standard 11 point kraft paper, which conforms to 
GSA and the Joint Committee on Printing guidelines. Using 
this paper will increase the number of bidders and enhance 
competition. 
Status: Actjon completed. 
IRS should, on a test basis, buy tax return folders with an 
outward folding gusset and subject these to actual work 
conditions to determine usability. 
Status: Action in process. 

Agency Comments/Action 

In March 1982, IRS surveyed its regions to determine: (1) 
the feasibility of changing tax folder specifications; and (2) 
whether the recommended changes could be Implement- 
ed. The survey reached a positive conclusion. In January 
1983, IRS let three contracts on a l-year test basis for 
less expensive tax folders of a different composition and 
configuration. In June 1984, IRS will determine future tax 
folder specifications based on the results of these tests 
and report to GAO on its conclusions. 
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The Federal Government Can Save $7.7 IWion Annually by Eliminating Strip Stamps 
(GGD-82-60, 5-7-82) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Internal Revenue Code (IRC). Distilled Spirits Tax Revision Act of 1979 (26 U.S.C. 5001 et seq.). 

GAO reviewed the administration of excise taxes on distilled 
spirits. 

Findings/Conciusions: GAO found that Government-issued 
strip stamps which are placed on containers of distilled spir- 
its no longer serve their intended purpose. The Federal 
Government could avoid the possibility of public misin- 
terpretation of the strip stamps’ significance and save at 
least $1.7 million annually by eliminating the stamps. The 
internal Revenue Code provides for the use of strip stamps 
which are printed at the annual cost of s 1.7 million and are 
distributed to distillers and bottlers at no charge. Although 
the code authorizes the use of alternative closure devices, 
the stamps are the most frequently used devices. Recent 
legislation significantJy changed the Federal regulation and 
taxation of distilled spirits. it eliminated the need for control 
over certain operations at distilling plants by Federal em- 
ployees and provided for the determination of taxes on dis- 
tilled spirits before bottling. The strip stamp no longer signi- 
fies that the tax on the spirits has been paid or that the spir- 
its have been lawfully bottled. Consequently, the public may 
he misled into thinking of the strip stamps as the Govern- 
ment’s stamp of approval of the product. Quality assurance 
can be provided equally well by alternative sealing devices 
provided by the distiller. However, distillers have not adopt- 
ed the alternative devices because the Government pro- 
vides strip stamps free of charge. Trade association officials 
are opposed to the elimination of the Government-supplied 

strip stamps because of the potential of increased costs, 
danger to tax revenue, and the requirement of State stamps. 
Recommendations to Agencies: The Secretary of the Treas- 
ury should revise the regulations to eliminate Government- 
supplied strip stamps while retaining a requirement that 
bottlers and distributors provide and use approved closure 
devices. If it is decided that approved closure devices are 
unnecessary, the Secretary of the Treasury should request 
legislation to repeal section 5205 and related provisions of 
the internal Revenue Code. 
Status: Action in process. 

Agency Comments/Action 

Treasury agreed that strip stamps should be abolished. 
Proposed legislation was approved by OMB, but revisions 
were needed and a new OMB approval was required. On 
November 22,1982, OMB had accepted legislation but had 
not submitted it to Congress. On January 27, 1983, a 
Treasury official said that submission to the 98th Congress 
is still likely but a date and vehicle have not been deter- 
mined. On June 10, 1983, a Treasury official expected 
legislation to go to Congress by June 17. The official be- 
lieved that there would be no congressional opposition to 
elimination of the strip stamp requirement and that action 
should occur during this session of Congress. A repeal pro- 
posal is included in H.R. 3475, the Tax Simplification and 
Improvement Act. 



DEPITMENT OF THE TREASURY 

INTERNAL REVENUE SERVICE 

Further Research Into Noncompliance Is Needed lo Reduce Growing Tax Losses 
(GGD-82-34, 7-23-82) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: S. 2198 (97th Cong.). 

The Federal Government is losing billions of dollars in tax 
revenues annualiy because individuals are not complying 
with U.S. tax laws. There is a growing trend toward disre- 
gard for the principle of voluntary tax compliance, a trend 
which the Internal Revenue Service (IRS) estimates increas- 
ed tax revenue losses from $12 billion in 1976 to at least 
$20 billion in 1980. 
Findings/Conclusions: GAO found that IRS needs more 
complete information and insight on what makes people 
willing to comply. Such data are essential to determine the 
most cost-effective strategy in combating unreported in- 
come, the most serious problem confronted by IRS. Until 
IRS has better compliance data, it should place more em- 
phasis on increasing the tax revenue yield from its various 
programs. IRS relies on the examination of tax returns as its 
primary strategy for stimulating compliance, and it has allo- 
cated more than one-half of its compliance resources to the 
examination program. However, the examination program 
has not stemmed the decline in voluntary compliance. GAO 
found that the actual effect of the examination program on 
voluntary compliance is, at best, unclear. The most severe 
compliance problem involves unreported income, which 
accounts for almost three-fourths of the estimated tax reve- 
nue lost through taxpayer noncompliance. Recent IRS 
studies of the unreported income problem indicate that 
even its most intensive examinations were only detecting a- 
bout 25 percent of the income not reported by those per- 
sons audited. Obviously, IRS needs to find out which of its 
various compliance programs can be brought to bear in 
dealing with this problem. Allocating resources to obtain 
maximum revenues would also increase tax revenue in the 
examination program. 
Recommendations to Agencies: The Commissioner of 
Internal Revenue should design, and assign a high priority 
to, compliance research which will provide data on how and 

why IRS compliance programs, both collectively and indivi- 
dually, affect peoples’ willingness and ability to accurately 
report taxable income and to otherwise comply with the tax 
laws. 
Status: Action completed. 

The Commissioner of Internal Revenue should design, and 
assign a high priority to, compliance research which will 
identify techniques for measuring and analyzing the effects 
of the compliance programs on both those taxpayers actu- 
ally contacted and others who might be affected. 
Status: Action completed. 

The Commissioner of Internal Revenue should use 
cost/revenue data to reallocate staff years from those com- 
pliance programs with historically lower average revenue 
yields to those with much higher yields in order to increase 
tax revenues from those programs. 
Status: No action initiated. Date action planned not known. 

The Commissioner of Internal Revenue should develop ad- 
ditional data so that resources can be allocated among all 
compliance programs to increase, insofar as practicable, 
overall tax revenue. 
Status: Action in process. 

The Commissioner of Internal Revenue should plan and 
budget within each program to maximize revenue using the 

best available cost/revenue data. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

IRS indicated that it was beginning action to implement the 
recommendation regarding research but expressed reser- 
vations about the equity effects of the recommendations on 
adopting maximum yield strategy among and within pro- 
grams. 



WTERNAL REVENUE SERVICE 

IRS Needs To Curb Excessive Deductions for Self-Employment Retirement Plans 
(GGD-82-85, 8-26-82) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Economic Recovery Tax Act of 1981. Self-Employed Individuals Tax Retirement Act of 1962. 

GAO reported on the deductions which self-employed indi- 
viduals have been allowed, since 1962, to contribute to re- 
tirement plans authorized by Congress, known as “Keogh 
plans.” Because the legal requirements associated with 
these plans are complex, there is considerable potential for 
error in computing allowable deductions. 
Findings/Conclusions: GAO found that the results of the 
Internal Revenue Service’s (IRS) 1976 Taxpayer Compli- 
ance Measurement Program and its own review both show 
that many taxpayers who claim Keogh deductions do not 
fully understand the rules applicable to such deductions. 
IRS estimated that excessive Keogh deductions for tax year 
1976 totaled $34 million. Analyses of 1977 tax returns indi- 
cated that excessive Keogh deductions may have totaled 
$114 million for that year. GAO found that neither the Form 
1040 inspuctions nor the various IRS publications present 
the specific tax rules in a clear and useful way. GAO also 
found that, in addition to the problem of excessive taxpayer 
deductions, many taxpayers neglect to file for deductions 
which they qualify for. 

Recommendations to Agencies: The Commissioner of 
Internal Revenue, to help alleviate the problem of excessive 

Keogh deductions, should provide taxpayers with some 
basic guidance on Keogh deductions in the Form 1040 in- 
structions and Publications 17 and 334. At a minimum, the 

guidance should specify that taxpayers should be self- 
employed to be eligible for such deductions. It should also 
specify that different rules govern defined benefit and de- 
fined contribution plans. Further, the guidance should 

specify, with respect to defined contribution plans, that an 
individual must have net profits from self-employment to be 
eligible for a deduction and that the deduction cannot 
exceed certain percentage and dollar limits. Also, the Com- 
missioner may want to consider developing a worksheet for 
use by taxpayers in computing Keogh deductions. The 
worksheet could be included in Publications 17,334, and/or 
560. 
Status: Action in process. 

The Commissioner of Internal Revenue, to help alleviate the 
problem of excessive Keogh deductions, should develop 
and implement a service center error correction program 
for excessive Keogh deductions. In so doing, the Commis- 
sioner may wish to revise the Form 1040 to require tax- 
payers to specify whether they contribute to defined contri- 
bution or defined benefit plans. 
Status: Recommendation no longer valid/action not intend- 
ed. The IRS Counsel has determined that the error 
correction program cannot be used to disallow exces- 
sive KEOGH deductions. IRS has established alterna- 
tive procedures for testing and recovering excessive de- 
ductions and verifying contributions claimed, which 
should accomplish the intent of the recommendation. 

Agency Comments/Action 

The agency is working to implement one of the recommen- 
dations and has developed alternatives to the other one that 
will accomplish the intent of the recommendation. 



INTERNAL REVENUE SERVICE 

IRS Can Do More To ldenlify Tax Refurn Processing Problem and Reduce Processing Costs 
(GGD-83-8, 10-14-82) 

Budget Function: General Govemmentz Central Fiscal Operations (803.0) 

GAO reviewed Internal Revenue Service (IRS) procedures to 
determine how well it processes individual income tax re- 
turns and whether improvements can be made in the tax re- 
turn processing system. 
FlndlngslConcluslons: The review showed that IRS can re- 
duce individual income tax return processing costs by gath- 
ering and analyzing additional data on return processing 
problems. The most specific data on return processing er- 
rors should provide IRS with the detailed information it 
needs on the causes of processing problems so that 
preventive action could be taken. In fiscal year 1981, IRS 
processed about 94 million individual returns and identified 
about 33 million errors on those returns. Although IRS 
corrects most errors it detects, its present quality- 
monitoring activities do not produce the detailed data 
necessary to readily determine systematic and procedural 
causes of errors so that it can take corrective action. GAO 
also gathered specific data on the errors, including the 
cause of error, and where on the tax return the error oc- 
curred. GAO believes that these kinds of data are essential 
for determining the systematic and procedural weaknesses 
which cause the errors. Through its evaluation of the return 
processing system, GAO found that IRS could reduce costs 
by as much as $1.7 million annually if it made several 
changes to its return processing operations. 
Recommend&Ions to Agencies: The Commissioner of 
Internal Revenue should have the quality monitoring activity 
gather more specific data on types of errors made, who 
made the errors, why the errors occurred, and where the er- 
rors occurred. These data should then be analyzed at both 
the service center and national office levels to determine the 
corrective action that can be taken to prevent similar future 
errors. 

Status: Action in process. 
The Commissioner of Internal Revenue should change pro- 
cedures for correcting tax returns with multiple error condi- 
tions so that all readily identifiable independent errors can 
be corrected when they first appear on the error register. 
Status: Action completed. 
The Commissioner of Internal Revenue should require tax- 
payers who want IRS to compute their tax for them to enter 
their income tax withholding on their returns. IRS should 
change its processing procedures so that these returns do 
not automatically appear on the errors register. 
Status: Action completed. 
The Commissioner of Internal Revenue should clarify for 
taxpayers the difference between FlCA tax withheld and 
Federal income tax withheld by changing the wording on 
the form W-2, clarifying tax booklet instructions, and revis- 
ing the math error notice message presently sent to tax- 
payers who mistakenly enter the amount of FICA tax 
withheld instead of the amount of Federal income tax 
withheld. 
Status: Action completed. 
The Commissioner of Internal Revenue should determine 
the cost effectiveness of providing new direct data entry 
equipment with the capability to prompt transcribers when 
they fail to key certain tax data into the computer. If cost ef- 
fective, he should ensure that the new direct data enQ 
equipment includes this prompting feature. 
Status: Action in process. 
The Commissioner of Internal Revenue should determine 
the merits of having data transcribers key into the computer 
the money amounts and line numbers from tax returns. 
Status: Action in process. 
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INTERNAL REVENUE SEWWCE 

Legislation Needed To lmprorve AdminisbraHon of Tax Exemption Provisions for Electric Cooperatives 
(GGD-83-7, 7 -5-83) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Internal Revenue Code (IRC). Revenue Act. Economic Recovery Tax Act of 1981. Tax Equity and Fis- 
cal Responsibility Act of 1982. Rural Electrification Act of 1936. Miscellaneous Revenue Act of 1980. Rev. Rul. 57-494. Rev. 
Rul. 72-36. Rev. Rul. 72-76. Rev. Rul. 78-238. Peninsula Light Co., Inc. v. United States, 552 F.2d 878 (1977). United States 
v. Pickwick Electric Membership Corp., 158 F.2d 272 (1946). 

GAO reviewed the changes that have occurred in some 
tax-exempt electric cooperatives since they were first grant- 
ed tax exempt status and the difficulty that the Internal 
Revenue Service (IRS) has had in attempting to apply the 
broad tax exemption provisions of the Internal Revenue 
Code to cooperatives. 
FindlngslConclusions: GAO found that, since electric 
cooperatives were granted tax exempt status almost 60 
years ago, the operations of many cooperatives and the en- 
vironment in which they do business have changed sub- 
stantially. Originally, most electric cooperatives were small 
associations which distributed electricity to sparsely popu- 
lated rural areas. Today, many electric cooperatives serve 
both rural and suburban areas, and their operations and ac- 
tivities closely resemble those of investor-owned utility com- 
panies. Some electric cooperatives have expanded their ac- 
tivities to form subsidiaries or associations which generate 
power, provide financing, own or lease coal mining proper- 
ties, procure fuel and supplies, and provide ancillary busi- 
ness services. Consequently, many cooperatives have been 
able to accumulate and retain substantial amounts of 
member equity or capital. Because the law generally ex- 
empts all electric cooperatives regardless of the differences 
in their operations and activities, financial condition, size, or 
mix of consumers served, GAO has proposed alternatives 
to the present law which would modify the cooperatives’ 
nonmember income allowance or eliminate that allowance 
and apply tax rules which are already applicable to other 
types of cooperatives. These alternatives would have an es- 
timated revenue impact ranging from $2 to $45 million. 
Recommendations to Congress: Congress should establish 

a tax treatment which better addresses electric coopera- 
tives’ present operating environment 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Commissioner of 
Internal Revenue should provide more complete guidance 
to assist electric cooperatives and other section 501(c)( 12) 
organizations in complying with the 85-percent member in- 
come requirement of the law and to assist IRS examiners in 
determining compliance with this requirement. At a 
minimum, such guidance should address those issues that 
affect the computation of member and nonmember in- 
come. 
Status: Action in process. 
The Commissioner of Internal Revenue should direct the 
Tax Forms Coordinating Committee to examine the need 
for revisions to the exempt organization return (Form 990) 
and the need to include a supplementary schedule to pro- 
vide the format necessary for section 5Ol(c)( 12) organiza- 
tions to properly account for their member and non- 
member income and compute the percentage of gross in- 
come collected from members. 
Status: Action completed. 

Agency Comments/Action 

Since it had expected to publish a notice of proposed rule- 
making in the near future, soliciting comments as to how 
the cost of goods sold should be computed, IRS thought it 
premature to revise the Form 990 Instructions before issu- 
ing final regulations on the subject. IRS stated that it would 
make any necessary changes at a later date. 
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DEPARTlW3’lT OF THE TREASURY 

INTERNAL REVENUE SERVICE 

IRS Administration of Penalties imposed on Tax Return Preparers 
(GGD-83-6, 7-6-83) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Tax Reform Act of 1976 (P.L. 94-455). Rev. Proc. 80-40. Rev. Rul. 80-28. Rev. Rul. 80-262. Rev. Rul. 
80-266. 

In response to a congressional request, GAO reported on 
the Internal Revenue Service’s (IRS) administration of the 
tax return preparer penalties authorized by the 1976 Tax Re- 
form Act. 
Findings/Conclusions: For a variety of reasons, IRS admin- 
istration of conduct-related penalties has been uneven, and 
administration of the penalty for willful misconduct also has 
been hampered by inadequate guidelines. The lack of 
specific guidelines, together with minimal documentation in 
case files, has limited IRS ability to assess the effectiveness 
of its efforts to detect and deter preparers who willfully 
understate their clients’ tax liabilities. Through program ac- 
tion cases IRS has sought to assess multiple penalties 
against preparers who have committed multiple violations, 
but budget constraints have limited the effectiveness of this 
program. Better management information is needed, be- 
cause IRS has not sought to specifically identify the size of 
the problem preparer group, nor has it collected the data 
needed to determine the effectiveness of its administration 
of the penalty provisions. In particular, IRS lacks data on the 
extent to which penalties have been assessed against the 
same preparers over the course of several years. 
Recommendations to Agencies: The Commissioner of 
Internal Revenue should identify and implement the least 
costly means of collecting needed management informa- 
tion on the preparer population and on preparer penalties, 
and ensure that the data collected include information on 
preparers who commit multiple violations over the course 
of several years. 
Status: Action in process. 

The Commissioner of Internal Revenue should reassess 
certain IRS compliance approaches and take corrective ac- 

tions as appropriate. In this regard, he should specifically: 
(1) determine whether a sizeable group of preparers exists 
who are not identifying themselves on returns they prepare 
and have not been detected by the IRS current compliance 
program; and (2) reevaluate the IRS current nationwide ap- 
proach to detecting paid preparers who negotiate taxpayers’ 
refund checks. 
Status: Action in process. 

The Commissioner of Internal Revenue should publish 
guidelines better defining the circumstances under which 
the willful miscondtict penalty ought to be asserted. 
Status: Action in process. 

The Commissioner of Internal Revenue should identify ad- 
ditional means to better ensure that examiners take tax law 
complexity into account when making penalty assertion de- 
cisions. 
Status: Action in process. 

The Commissioner of Internal Revenue should specify that 
all penalty case files contain information on the type of 
penalty assessed, the basis for the penalty action, the dollar 
amounts involved, especially in terms of understated tax lia- 
bilities, and the results of supervisory and quality control re- 
views. 
Stabs: Action in process. 

Agency Comments/Action 

IRS is in the process of taking action on all of the recom- 
mendations. For example, IRS is collecting needed man- 
agement information on preparers and preparer penalties 
and is reevaluating the appropriateness of its compliance 
approaches with respect to paid preparers. 



DEBAR T OF THE TREA§URY 

A Strategy Is Me&d To Deal With Peaking Problems at International Airports 
(GGD-83-4, 3-24-83) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751 .O) 
Legislative Authority: Customs Procedural Reform and Simplification Act of 1978. 49 U.S.C. 1382(a)( 1). 49 USC. 1384. 

In response to a congressional request, GAO examined how 
rescheduling international flight arrivals might ease the 
problems caused by multiple arrivals within a short time 
period and the effect of multiple arrivals on the Federal in- 
spection process. Assuming no change in the Federal 
agencies’ staffing levels, GAO developed a computerized 
simulation program which attempted to spread out flight ar- 
rivals without violating any airport’s curfew and gave some 
consideration to travelers’ preferences for arrival and depar- 
ture times. 
FlndlngslConcluslons: GAO found that, under its alternative 
simulated flight arrival schedule, the average time spent 
waiting to complete the airport inspection process could be 
reduced by approximately 50 percent. Over 99 percent of 
the passengers could be processed within an hour. Current- 
ty, only 48 percent of the arriving passengers are processed 
within that time. The impact of schedule changes on air- 
craft and crew utilization and connecting flights is unknown; 
however, the analysis indicated that rescheduling may not 
need to be extensive to produce a sharp drop in the length 
of time a traveler waits to enter the country. The need for 
rescheduling would also be affected by the extent to which 
other altematjves could be used to speed the entry of trav- 
elers. Foreign airports have successfully rescheduled flights 
to reduce airport congestion problems. In addition, the Fed- 
eral Aviation Administration began to use scheduling con- 
trols on a limited basis to keep the air carriers’ landing and 
departure rights during peak periods in line with takeoff and 
landing capacity at certain congested domestic airports. Fi- 
nally, air carriers periodically form scheduling committees 
to decide how tlight arrival and departure slots will be allo- 
cated. GAO found that the landing rights policies and pro- 
cedures of the Customs Service have not been effective and 
have come under increasing attack by the air carriers as be- 
ing arbitrary and discriminatory. Customs has considered 

several alternative procedures but none have been adopted. 
Racommendations to Agencies: The Secretary of the Treas- 
ury, in cooperation with the other Federal inspection agen- 
cies, should establish criteria for identifying the existence of 
peaking problems at airports, based primarily on the 
number of international travelers that can be efficiently and 
timely handled by the Federal inspection system, as cur- 
rently configured or potentially enhanced. 
Ststus: Action in process. 
The Secretary of the Treasury should develop a strategy to 
deal with the problems of peaking. Such strategy should in- 
clude an assessment of alternatives including controlling 
the timing of flight arrivals if timely entry of travelers cannot 
be improved through other alternatives. Further, the Secre- 
tary, in conjunction with the airlines and other concerned 
Federal agencies, should reconsider the procedures for al- 
locating landing rights. 
Status: Action in process. 

Agency Comments/Action 

The Assistant Secretary of the Treasury (Enforcement and 
Support) has directed Customs management officials to 
develop, by October 1983, a written strategy, with mile- 
stones, to deal with the problems of peaking at international 
airports. The study will also include the establishment of 
criteria, in cooperation with the other Federal inspection 
agencies, for identifying the number of international trav- 
elers that can be handled efficiently and timely by the Fed- 
eral inspection system at the 15 largest airports. To alleviate 
peaking problems that may occur prior to the development 
and acceptance of a new landing rights strategy, Customs 
has taken a number of steps to further refine passenger 
selection criteria in order to make better use of resources 
and to introduce new operational procedures. 
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DEPARTMENTOFTHETREASURY 
Status of U.S.-Saudi Arabian Joint Commission on Economic Cooperation 
(/D-83-32, 5-26-83) 

Budget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Foreign Assistance Act of 1961 (22 USC. 2357). Technical Cooperation Agreement, November 25, 
1979, United States-Saudi Arabia, TL4.S. 9691. Technical Cooperation Agreement, February 13, 1975, United States- 
Saudi Arabia, T.I.A.S. 8072. 

GAO assessed the organization, operations, and actlvlties of 
the U.S.-Saudi Arabian Joint Commission on Economic 
Cooperation. Specifically, GAO reviewed: (1) overall U.S. 
management of the Commission; (2) how effectively proj- 
ects are being carried out; and (3) what problems exist and 
what actions are being taken to resolve them. 
Findings/Conclusions: GAO found that, although activities 
were being carried out without major problems, projects 
were not being independently evaluated on an ongoing 
basis. Further, there is a need to establish more specific 
goals and objectives to allow for program efficiency. GAO 
found that the importance of transmitting trade information 
to U.S. businesses has been slowed or terminated because 
not all site team leaders regard trade information dissemi- 
nation to be their responsibility. GAO noted that many of 
the problem areas have already been identified by U.S. and 
Saudi officials, and efforts have been made to solve them. 
Recommendations to Agencies: The Secretary of the Treas- 
ury should direct the U.S. Coordinator to: (1) work with the 
Saudi Coordinator and establish specific goals, objectives, 
and milestones for each project including when U.S. Feder- 
al employees in operational-type positions can be phased 
out, and when project goals and objectives will be met and 
projects terminated; and (2) request that the training coor- 
dination group determine whether increased incentives, pri- 

marily increased compensation, would improve the availa- 
bility of Saudi trainees and their subsequent retention. 
Status: Action in process. 
The Secretary of the Treasury, to further ongoing efforts to 
identify and disseminate information on trade opportunities 
to U.S. firms, should emphasize to implementing agencies 
the importance of project team leaders’ being fully aware of 
the Joint Commission trade objective. 
Status: Action in process. 

Agency Comments/Action 

Treasury has prepared a Joint Commission project review 
procedure which focuses on project objectives, including 
the role of the U.S. Advisers. The draft procedure was 
submitted for review to Saudi Arabian Ministries and A- 
gencies. Also the Interagency Action Group members 
have been tasked with: (1) providing Treasury with 
suggestions for incentives the Saudi Government might 
offer its employees to improve availability of trainees and 
their retention; and (2) alerting their project team leaders 
to trade objectives of the Joint Commission program. Im- 
plementation of the recommendations will largely depend 
on the cooperation of the Saudi Arabian Government. 

273 



DE QF THE TREASURY 

lMTERNAL REVEPJUE SERVICE 

Legislative Change Needed To Enable IRS To Assess Taxes Voluntarily Reported by Taxpayers in Bankruptcy 
(GGD-83-47, 6-20-83) 

Budget Function: General Government: Tax Administration (803.1) 
Legislative Authority: Bankruptcy Tax Act of 1980. Bankruptcy Reform Act. Internal Revenue Code (26 U.S.C. 6201 et 
seq.). 

Pursuant to a congressional committee request, GAO was 
asked to examine the effects of bankruptcy laws on tax ad- 
ministration. GAO reviewed the impact that the 1978 Bank- 
ruptcy Reform Act’s restriction on tax assessments is having 
on the internal Revenue Service (IRS) and bankrupt tax- 
payers. 
FindIngsConclusions: GAO believes that the assessment 
restriction should be amended to allow IRS to assess the 
taxes that bankrupt taxpayers report on their returns. More- 
over, removing the assessment restriction would ensure 
consistent treatment for all bankrupt taxpayers. IRS needs 

to modify its collection procedure to make sure that it does 
not violate the legislative restriction on initiating collection 
action against bankrupt taxpayers. Some bankruptcy court 
districts permit IRS to assess taxes against bankrupt tax- 
payers, but IRS officials informed GAO that they cannot 
change the computerized collection procedures to stop col- 

lection notices from being sent to bankrupt taxpayers once 
taxes are assessed, but not paid. 
Recommendations to Congress: Congress should amend 
the Bankruptcy Code to allow IRS to assess the taxes re- 
ported by bankrupt taxpayers on their returns. 
SMus: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Commissioner, IRS, 
should modify the automated IRS collection procedures to 
prevent sending collection notices that would violate the 
protection afforded taxpayers by the Bankruptcy Code. 
Status: Action in process. 

Agency Comments/Action 

IRS has agreed with and has taken appropriate steps to im- 
plement necessary changes to carry out the recommenda- 
tions. 
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DEPAFlTMENTOFTI=IETREASURY 

INTERNAL REVEWE SERVICE 

With Better Management Information, IRS Could Further Improve Its Efforts Against Abusive Tax Shelters 
(GGD-83-63, 8-25-83) 

Budget Function: Genera! Government: Tax Administration (803.1) 
Legislative Authority: Tax Equity and Fiscal Responsibility Act of 1982. Tax Reform Act of 1976. Revenue Act of 1978. Ec- 
onomic Recovery Tax Act of 1981. Internal Revenue Manual. 

In response to a congressional request, GAO reviewed Inter- 
nal Revenue Service (IRS) activities in the tax shelter area. 
Findings/Conclusions: Lately, the size and complexity of the 
IRS workload in the tax shelter area have strained its re- 
sources, The number of those types of tax shelters which 
IRS has identified as abusive have risen from 2 to 18 in 9 
years, while the IRS approach to examining shelter returns 
requires that virtually every shelter return identified as po- 
tentially abusive be examined. Examiner staff days devoted 
to the Tax Shelter Program have risen from 2.5 percent of 
direct examination time during fiscal year (Fy) 1979 to 8.9 
percent during the first 6 months of Fy 1983. Examining a- 
busive shelters imposes a large administrative burden on 
examiners because an abusive shelter is often set up as a 
partnership and examining such a shelter often requires the 
control of several returns, for different tax years, and in dif- 
ferent districts. GAO found that about 60 percent of exam- 
iner time is spent on administrative tasks with only 40 per- 
cent applied to examining returns and developing examina- 
tion issues. At the present pace, tax shelter returns take 
more than 4 years to process. To compound the problem, 
about 50 percent of completed tax shelter examinations are 
appealed, involving 90 percent of all potential revenue from 
these examinations. IRS has focused top management at- 
tention on this area and devised new approaches to reduce 
the number of cases in its inventory. In addition, Congress 
has provided legislative relief, most recently, in the Tax E- 
quity and Fiscal Responsibility Act (TEFRA) which gives IRS 
several enforcement tools and simplifies the administrative 
aspects of partnership examinations. 
Recommendations to Agencies: The Commissioner of 

Internal Revenue should develop such management infor- 
mation as is appropriate and necessary to more accurately 
gauge the current size of the problem of abusive tax 
shelters and the impact IRS is having on noncompliance in 
this regard. 
Status: Action in process. 
The Commissioner of Internal Revenue should develop 
such management information as is appropriate and 
necessary for determining whether the TEFRA and admin- 
istrative changes have eliminated the causes of past prob- 
lems and for identifying as early as possible any other ob- 
stacles to effective and efficient program operations. If IRS 
finds that the must-work approach is still resulting in admin- 
istrative difficulties, the Commissioner of Internal Revenue 
should: (1) reassess the goal of expeditiously examining 
every abusive shelter which is identified, in light of this 
goal’s impact on the IRS examination plan; (2) formulate, if 
this goal is found to be no longer attainable, criteria for de- 
ciding which abusive tax shelters are most In need of exam- 
ination; and (3) make more extensive use of centrailzed 
support staffs and computer, rather than manual, systems 
to further free examiners from clerical and admlnistrative 
t&S. 

Status: Action in process. 

Agency Comments/Action 

IRS cited its responses in Appendix VI of the GAO report 
saying that those responses reflect its current position. IRS 
is working toward implementation of the recommendations 
as it described. 



DEPARTMENTOFTHETREASURY 
Selling Abandoned Merchandise: How the U.S. Customs Service Could Increase Revenues 
(GGD-83-79, g-30-83) 

Budget Function: Administration of Justice: Federal Law Enforcement Activities (751 .O) 
Legislative Authority: Tariff Act. Tariff Act of 1930 (19 U.S.C. 1493). Customs Procedural Reform and Simplification Act of 
1978. 19 C.F.R. 127.31. 19 USC. 1491(a). 

GAO evaluated the U.S. Customs Service’s program for the 
disposal of merchandise which was abandoned for more 
than a year by importers and stored by Customs in public or 
private warehouses. 
Findings/Conclusions: GAO found that Customs could in- 
crease the net sale proceeds of, its auctions of abandoned 
merchandise by revising procedures and strengthening 
program controls. A review of five auctions showed that: (1) 
a shorter storage period would have reduced storage ex- 
penses and increased net revenues by $71,131 if the mer- 
chandise could have been sold 6 months sooner, or 
$94,093 if it could have been sold 9 months sooner; (2) ad- 
ditional storage costs of $335,870 were incurred because 
merchandise was not removed from storage when the 
l-year storage period expired because of staff shortages; 
and (3) additional duties of about $8,060 could have been 
realized d Customs had better implemented existing pro- 
cedures for collecting and disposing of proceeds from the 
sale of bonded merchandise. 

Recommendations to Agencies: The Secretary of the Treas- 
ury should draft and submit legislation to amend section 
491(a) of the Tariff Act of 1930 (19 USC. 1491(a)) to re- 
duce the l-year period that unclaimed imported merchan- 
dise must remain in Customs’ custody before it is con- 
sidered abandoned by the Government. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of the Treasury should direct the Commis- 
sioner of Customs to promptly remove from storage and 
sell abandoned merchandise as soon as practical after the 
expiration of the prescribed storage period. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of the Treasury should direct the Commis- 
sioner of Customs to implement existing regulations for the 
recovery of duties from the sale of abandoned bonded mer- 
chandise. 
Status: No action initiated. Affected parties intend to act. 
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DEPARTMENTOFTRANSPORTATION 
How To /mprove the Federal Aviation Administration’s Ability To Deal With Safety Hazards 
(CfC’-80-66, Z-29-80) 

Budget Function: Transportation: Air Transportation (402.0) 
Legislative Authority: Airline Deregulation Act of 1978 (P.L. 95-504). Airport and Airway Development Act of 1970. Air- 
port and. Airway Development Act Amendments of 1976. Executive Order 12044. 49 Fed. Reg. 65550. DOT Order 
$800.2. Aviation Act (49 U.S.C. 1421). 

The Federal Aviation Administration (FAA) is responsible 
by law for ensuring the safe and efficient use of the Na- 
tion’s airspace and fostering civil aeronautics and air com- 
merce. FAA attaches great importance to its safety- 
related programs. Aviation, compared with other trans- 
portation modes, has a good safety record. . 

Findings/Conclusions: However, FAA has not been effec- 
tive or timely in developing systems to identify safety haz- 
ards because it has not: (1) recognized their importance; 
(2) emphasized information gathering and analysis, nor 
(3) undertaken long-term planning for comprehensive 
identification systems. Organizational problems along with 
the lack of a comprehensive planning process for ad- 
dressing aviation safety issues have also hampered the ef- 
fectivenss of FAA. Without this process, management 
lacks a reference frame for planning, approving, imple- 
menting, and evaluating specific safety projects, Also, 
once FAA has identified its overall safety priorities, it must 
have a procedure to ensure that safety project plans are 
prepared, reviewed, and approved. To date, such a pro- 
cedure has either been incomplete or nonexistent. Addi- 
tionally, FAA management needs a system of controls to 
govern the implementation phase of safety projects. The 
difficulties that FAA has had regarding priorities, require- 
ments, cost-benefit analyses, interim corrective actions, 
internal coordination, staffing-workload analyses, and ac- 
countability in safety projects need to be documented in 
project files. Previously, safety projects have not always 
been adequately monitored as FAA has no agencywide 
requirement for recording actual time charged on safety 
project work. 

Recommendations to Agencies: The Secretary of Trans- 
portation should direct the FAA Administrator to prepare a 
comprehensive long-range plan: (1) to improve FAA iden- 
tification of safety hazards; and (2) laying out the prob- 
lems to be solved, the integration of various systems to 
solve them, and milestones for arriving at solutions. 
Status: Action in process. 

The Secretary Af Transportation should direct the FAA 
Administrator to monitor the progress of the overall safety 
information effort at the highest management levels within 
FAA and periodically report progress to the Secretary of 
Transportation. 
Status: Action in process. 

The Secretary of Transportation should direct the FAA 
Administrator to adhere to milestones for plan implemen- 
tation. 
Status: Action in process. 

The Secretary of Transportation should direct the FAA 
Administrator to develop a mandatory, written progress re- 
port system. 
Status: Action completed. 

The Secretary of Transportation should direct the FAA 
Administrator to explore all means for obtaining a com- 
mon FAA/National Transpprtation Safety Board approach 
to accident information. 
Status: Action completed. 

The Secretary of Transportation should direct the FAA 
Administrator to establish a top management group, 
which might be called Administrator’s Safety Advisory 
Group, to identify overall safety priorities. 
Status: Recommendation no Iongel valid/action not in- 
tended. No action is intended because agency officials 
believe that present participation by top management 
accomplishes the same thing as would the proposed 
Safety Advisory Group; the present AVS plan and the 
budget preparation and review process identifies safety 
program priorities. Top management currently partici- 
pates in and approves the budget formulation and AVS 
program and project planning. 
The Secretary of Transportation should direct the FAA 
Administrator to achieve better coordination of human 
factors research by establishing an agencywide human 
factors spokesman and preparing a comprehensive state- 
ment of position on human factors, an FAA human fac- 
tors definition, an agency long-range plan, and a sum- 
mary of dollars spent or needed on human factors re- 
search. 
Status: Action in process. 

The Secretary of Transportation should direct the FAA 
Administrator to implement a system of recording in proj- 
ect folders staff time charged to safety projects. 
Status: Action completed. 
The Secretary of Transportation should direct the FAA 
Administrator to establish a comprehensive planning 
process which defines organizational goals, objectives, 
policies and priorities to guide the overall safety mission 
and provides a frame of reference for planning and ap- 
proving specific safety efforts, implementing individual 
safety project plans, and evaluating safety projects. 
Status: Action completed. 
The Secretary of Transportation should direct the FAA 
Administrator to develop a comprehensive system of con- 
trols to guide and monitor safety project work both before 
and during the rulemaking actions, record specific key 
project events and maintain project files. 
Status: Action completed. 

277 



The Secretary of Transportation should direct the FAA 
Administrator to develop formal safety project plans show- 
ing how the total agencywide solution is to be accom- 
plished. Elements of the formal plan should include a 
specific and detailed description of at least the following: 
problem, safety contribution, objectives, requirements, al- 
ternative solutions, interim corrective actions, costs and 
benefits, coordination, resources, milestones, results 
desired, responsible official, and priority. 
Status: Action completed. 

The Secretary of Transportation should direct the FAA 
Administrator to see that each safety project is monitored 
continually. The monitoring can be done either within 
each Associated Administrator’s office or, as needed, by 
the recommended Administrator’s Safety Advisory Group. 
Status: Action completed. 

The Secretary of Transportation should direct the FAA 
Administrator to establish permanent procedures to en- 
sure that adequate feedback about compliance is ob- 
tained on nonregulatory safety actions. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency believes that the present system of com- 
pliance work obtains adequate information and intends 
to take no action. 

The Secretary of Transportation should direct the FAA 
Administrator to require that formal plans for individual 
safety projects be reviewed and approved at the Associate 
Administrator level. Where agreement on requirement, re- 
source commitment, etc., between organizational com- 
ponents cannot be effected at the Associate 
Administrator’s level or on broad efforts involving mole 
than two organizational components, a top management 
group, such as the recommended Administrator’s Safety 
Advisory group, should be the principal body for reviewing 
and approving specific and detailed safety project plans. 
Status: Action completed. 
The Secretary of Transportation should direct the FAA 
Administrator to: (1) prepare an annual report on the safe- 
ty evaluation activities, both as planned and achieved, by 
the Office of Aviation Safety; and (2) monitor the safety 
evaluation activities of this office. 
Status: Recommendation no longer valid/action not in- 
tended. The agency disagrees that an annual report is 
needed and feels that feedback received after specific 
evaluations and studies provides sufficient information; 
therefore, the agency intends to take no action. 
The Secretary of Transportation should have FAA man- 
agement of its safety mission periodically evaluated, in- 
cluding assessing the annual report on the Office of Avia- 
tion Safety’s evaluation activities. 
Status: Action in process. 

The Secretary of Transportation should direct the FM 
Administrator to assign appraisal responsibilities and the 
requisite manpower resources to the Program Review 
Staff, Office of the Associate Administrator for Administra- 
tion, to conduct independent and objective agencywide 
evaluations of major areas or issues of concern, or assign 

this responsibility to a new organizational component re- 
porting to the FAA Administrator. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency believes no new organizational com- 
ponent is needed and that the present method of ad hoc 
appraisals, staffed either from within or from without, is 
more effective and efficient use of personnel resources. 
The agency intends no action. 

Agency Comments/Action 

DOT stated that many of the observations contained in 
the report had been recognized and, as a result, FAA 
headquarters had undergone a major reorganization in or- 
der to focus additional attention on sensitive safety issues. 
DOT believes that the reorganization is consistent with the 
GAO recommendations. However, DOT advised that it 
was taking additional action with respect to the areas cited 
in the GAO report. 
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DEPARTMENT OF TFW’W’OR-I’ATION 

UNITED STATES COAST GUARD 

Coast Guard Personnel Records Storage Areas Need Fire Protection Systems 
(GGD-81-72, 4-22-87) 

Budget Function: General Govemmentz General Property and Records Management (804.0) 

The U.S. Coast Guard maintains over 6,000 officer and over 
30,000 enlisted personnel records in two rooms at the 
Transpoint Building in Washington, D.C. GAO reviewed the 
official personnel records of the Coast Guard to determine 
how efficiently the records were being maintained. 
FindlngsEonclusions: GAO believes that the Coast Guard 
should acquire fire protection systems to protect its records. 
Although the Government leases the Transpoint Building, 
Government-occupied space is subject to the building fire 
safety standards established by the Public Buildings Service 
(PBS). According to PBS criteria, only one of the two rooms 
used to store the records requires an automatic sprinkler 
protection system. However, GAO believes that the impor- 
tance of the records and the expense of replacing them 

warrants installation of the system in both rooms. The Coast 
Guard stated that it intends to install a fire protection system 
during the upcoming renovation of the building. 
Recommendations to Agencies: GAO believes that the 
Coast Guard should take action now to protect the records 
because the renovation has already been delayed once and 
could be delayed further. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

Action on the recommendation is contingent upon the 
building renovation which has not yet occurred. 



DEPARTMENTOFTFWNSPORTATIQN 

UNITED STATES COAST GUARD 

Management Improvements Needed in Coast Guard Supply System 
(PLRD-81-37, 7-2-87) 

Budget Function: National Defense: Defense-Related Activities (054.0) 

GAO reviewed Coast Guard efforts to establish a more vi- 
able supply system by eliminating wholesale inventories of 
items which are also stocked and managed by other Feder- 
al agencies and reducing the number of inventory control 
points (ICP). 
Findings/Conclusions: GAO found that some progress had 
been made in resolving these problems. However, GAO 
determined that: (1) the Coast Guard could save millions of 
dollars annually by obtaining supplies and spare parts from 
other Government agencies when needed, instead of main- 
taining inventories; (2) the Coast Guard stocks thousands of 
inactive line items at levels above Coast Guard needs, 
although many of these items are needed and are being 
procured by other Federal agencies; (3) ship inventory 
records were inaccurate, and item managers do not know 
what repair parts and components are available to them; (4) 
duplicate filings of aeronautical requisitions result in air sta- 
tions receiving supplies in excess of the amount authorized; 
(5) inventory discrepancies are not adequately corrected, 
and records do not accurately reflect available stock levels; 
and (6) improvements are needed in controls over project 
material by the inventory control point and headquarters’ 
offices. The Coast Guard needs to purge its system of other 
Government agency-managed items. Stockage of parts 
managed by these agencies contributes to unnecessary 
storage, handling, and transportation costs. The Coast 
Guard has a large amount of inactive inventory that could 
be redistributed to other Government agencies. Periodic 
physical inventories at Coast Guard control points have not 
been taken as required and, when taken, discrepancies be- 
tween onhand stocks and stock records have not been 
properly reconciled nor adequately researched to prevent 
similar occurrences. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should require the Commandant of the Coast Guard 
to direct the ICP’s to adopt requisitioning procedures that 
would permit shipments directly to the users. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should require the Com- 
mandant of the Coast Guard to direct the ICP’s to: (1) elim- 
inate wholesale levels of stock available from other Govern- 

ment supply sources; and (2) report to the Commandant on 
the progress made. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should direct the Com- 
mandant of the Coast Guard to implement a Coast Guard- 
wide inactive item program similar to the Aviation ICP pro- 
gram. This program would ensure that unneeded items are 
purged regularly from the suppiy system and made availa- 
ble to other Government agencies. 
Status: Action in process. 
The Secretary of Transportation should direct the Com- 
mandant of the Coast Guard to monitor the 1CP supply 
management practices to ensure that: (1) periodic physical 
inventories are systematically taken to identify items in ex- 
cess of needs and those not needed for other projects; (2) 
stock discrepancies are reconciled properly and stock 
records are adjusted properly to reflect onhand stocks; (3) 
discrepancies are researched adequately to determine and 
correct the causes; and (4) units assign the appropriate 
designators to their requisitions. 
Status: Action in process. 

Agency Comments/Action 

Coast Guard headquarters did a limited followup on actions 
taken by its ICP’s on the recommendations. Although the 
Coast Guard’s position has been that it agrees conceptually 
with the recommendations, it appears that little progress 
has been made in eliminating wholesale levels of stock cen- 
trally managed by other Government agencies (OGA). The 
Coast Guard has made limited progress on the recommen- 
dation that it implement an inactive item program similar to 
its Aviation ICP program. To date, the Ships ICP eliminated 
681 OGA items from inventory, and the Electronics and 
General Supplies ICP deleted 2,975 items. Coast Guard 
headquarters did not obtain the dollar value of the items 
purged by either of the ICP’s. It said that new ADP hardware 
should significantly improve inventory management capa- 
bility. The Aviation ICP continued to make sizable deletions 
from its inactive inventory. 
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DEPARTMENTOFTRANSPOWTATION 

i#ariPime Subsidy Requirements Hinder U.S.-Flag Operators’ Competitive Position 
(ED-82-2, 7 7 -30-8 1) 

Budget Function: Transportation: Water Transportation (403.0) 
Leglslatlwe Authority: Merchant Marine AC& 1920 (46 U.S.C. 883). Merchant Marine Act, 1936 (46 USC. 1101). Merchant 
Marine Act, 1970. Cargo Preference Act (Merchant Marine) (46 U.S.C. 1241(b)). H.R. 4769 (97th Cong.). 10 USC. 2631. 
46 U.S.C. 1241 et seq. 

GAO evaluated the effectiveness of the operating differential 
subsidy program through which the Maritime Administra- 
tion provides a subsidy to U.S. operators to cover the differ- 
ence between certain U.S. vessel costs and similar costs of 
foreign competition. The policy was enacted to help U.S. 
operators compete with their foreign counterparts. The re- 
view primarily focused on the liner or general cargo seg- 
ment of the subsidized U.S.-flag fleet. However, most of the 
issues discussed also affected the bulk operators. 
Flndlngs/Concluslans: Some program requirements and 
procedures imposed on U.S.-flag operators increase costs 
and create other disadvantages which tend to negate the 
competitive position the program is supposed to provide. 
To promote U.S. shipyards, the operating subsidy program 
requires that vessels be built in the United States. However, 
the construction subsidy rate does not always compensate 
the operator for the higher construction financing costs, 
longer construction times, and other costs incurred by us- 
ing U.S. shipyards. Thus, building vessels in the United 
States limits subsidized operators’ ability to compete with 
foreign competition. Policies to promote U.S. ship repair 
yards also hurt subsidiied operators by limiting their ability 
to compete with foreign-flag operators who can schedule 
their maintenance and repairs in any geographical location 
that best suits the efficiency and economy of their opera- 
tions. Steps have been taken to reduce some of the restric- 
tive requirements placed on subsidized operators that be- 
come costly and time-consuming such as the hearings that 
are held on issues relating to operating subsidy applica- 
tions. Additionally, the subsidy payments are delayed due to 
an extensive and time-consuming process used to com- 
pute final liner wage subsidy rates. This process precludes 
the operators from timeiy receipt of monies due them and 
hurts their cash management position. Maritime officials 
are not optimistic about future subsidy reductions because 
of increasing competition from foreign operators which 
have lower wage costs and manning levels. 
Recommendatlons to Congress: Congress should amend 
the Merchant Marine Act of 1936 to extend and clarify the 
Secretary of Transportation’s authority to allow subsidized 
operators to build vessels overseas. Congress should re- 
quire the Secretary, in permitting overseas building, to con- 

sider the adequacy of the construction differential subsidy 
(CDS) ceiling, vessel delivery dates, the availability of CDS 
funds, and the effect of overseas building on the U.S. ship- 
building base. In revising the 1936 Act, Congress should 
consider the propriety of using such vessels in domestic 
trade and the role of the Maritime Administration’s other fi- 
nancial assistance programs in aiding the operator to build 
these vessels. 
Status: Action in process. 
Congress should consider revising U.S. policies for promot- 
ing the U.S. ship repair industry with the objective of making 
#em more equitable to U.S.-flag operators. When consider- 
ing these policies, Congress should address the effect of the 
maintenance and repair subsidy, the maintenance and 
repair penalties, and the maintenance and repair 50-per- 
cent tariff on U.S.-flag operators. 
Status: Action in process, 
RecommendatIona to Agencies: The Secretary of Transpor- 
tation should direct the Administrator of the Maritime Ad- 
ministration to assign a high priority to its review of the sec- 
tion 605(c) hearing process and to assign a deadline for the 
issuance of the revised procedures. 
Status: Action in process. 
The Secretary of Transportation should direct the Adminis- 
trator of the Maritime Administration to implement, on a tri- 
al basis, operating differential subsidy liner wage payment 
procedures based on a revised tentative wage subsidy rate. 
During this trial period, the costs and benefits of these pay- 
ment procedures should be evaluated to determine whether 
the procedures should be permanently adopted. 
Status: Action in process. 

Agency @omments/Actien 

The agency was in support of the recommendations to 
Congress. It also agreed to implement new procedures to 
accelerate final payments to subsidized operators when 
funds are available. The agency has plans to submit a new 
maritime policy to Congress which includes the GAO 
recommendations. Legislation is slowly working its way 
through Congress. 



DEPARTMENT OF TRANSPORTATION 
Applicabilify of Public Law 89-306 to the FAA Procurement of Computers for the Air Traffic Control System 
(AFMD-82-47, 2-18-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: 41 C.F.R. 4.1102-l. 41 C.F.R. 1-4.1109-18(b). 41 C.F.R. l-4.1100-3. 41 C.F.R. l-4.1102-1. P.L. 
89-306. DOT Order 1370.2A. 

In response to a congressional request, GAO reviewed the 
Federal Aviation Administration’s (FAA) planning, man- 
agement, and acquisition of automated information sys- 
tems for air traffic control and FAA management pur- 
poses. 

FlndingslConclusions: By the mid-1980’s, FAA plans to 
replace the computers at the Nation’s en route air traffic 
control centers with computers capable of running the ex- 
isting software with minimum modifications. The new 
computers which FAA plans to buy will be general pur- 
pose, mass-produced, commercially available computers. 
However, FAA officials do not plan to follow the process 
established under applicable law by the General Services 
Administration (GSA) for buying such automatic data 
processing (ADP) equipment. An important objective of 
the law is the economic acquisition of Government ADP 
equipment. To promote this acquisition of general pur- 
pose, mass-produced, commercialiy available ADP equip- 
ment, an agency must submit a procurement request to 
GSA for a delegation of procurement authoriv. FAA offr- 
cials stated that they are procuring an air traffic control 
system, not a computer system, and that it is not subject 
to the GSA procurement process. Since GSA has jurisdic- 
tion over the procurement of ADP equipment supplied to 

the Government, GAO concluded that, unless the Ad- 
ministrator of General Services specifically exempts FAA 
from following the applicable regulations, it does not have 
the legal authority to buy such equipment. 

Recommendations to Agencies: The Secretary of Trans- 
portation should revise Department of Transportation Or- 
der 1370554 to eliminate the present blanket exemption 
and to substitute language closer to that of the current 
GSA language. 
Status: Action in process. 
The Administrator, FAA, should comply with the provi- 
sions of Public Law 89-306 in procuring the replacement 
computers for the air traffic control system. 
Status: Action in process. 

Agency Comments/Acttion 

On April 30, 1982, FAA submitted a request to GSA for a 
delegation of procurement authority for the acquisition to 
be conducted under OMB Circular A-109. The Department 
of Transportation is developing a directive which eliminates 
the present blank exemption and delineates acquisition pro- 
cedures to be followed for procuring computer resources. 
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DEPARTMENT OF TRANSPORTATION 

Alaska Railroad: Federal Role Should End; Some Management Problems Remain 
(CED-82-9, 2-25-82) 

Budget Function: Transportation: Ground Transportation (401 .O) 
Legislative Authority: Alaska Native Claims Settlement Act. S. 1500 (97th Cong.). B-l 14886 (1956). 43 U.S.C. 975 et 
seq. 

Because of pervasive weaknesses in the management of 
the Alaska Railroad and recent congressional interest, 
GAO re-examined the question of the Railroad’s owner- 
ship. 
Findings/Conclusions: The major factors supporting the 
Federal Government’s ownership role in the Alaska Rail- 
road, such as national defense needs, Alaska’s territorial 
status, extensive Federal land ownership, and Federal re- 
sponsibility for economic development, have all changed 
considerably since the Railroad’s construction. Federal 
ownership of the Railroad now conflicts with or inhibits 
actions needed to improve its profitability. Development of 
other transportation modes has made the Railroad one of 
several acceptable transportation alternatives rather than 
the only practical source in the area which it serves. Mili- 
tary defense of some sections of the Railroad would also 
be impossible. If the Railroad’s land was transferred from 
Federal ownership, it would no longer be subject to 
claims by Native corporations to Government lands. Also, 
as a Federal agency, the Railroad has been limited in its 
ability to fully exploit business opportunities due to per- 
sonnel management restraints and difficulty in obtaining 
capital for expansion. There have been many serious 
problems in the Railroad’s management, including many 
financial and control weaknesses, inadequate marketing 
efforts and cost information on which to base marketing 
decisions, and unreasonably low rental rates for Railroad 
property leased to other parties. Railroad management 
has attempted to correct most of the financial and control 

weaknesses and has improved its rental rate policy; how- 
ever, management’s efforts have not been completely ef- 
fective. An effective internal audit and review function for 
the Railroad has not been instituted. 
Recommendations to Congress: Congress should enact 
legislation leading to termination of the Federal Ciovern- 
ment’s ownership and operation of the Alaska Railroad. 
Status: Action in process. 
Recommendations to Agencies: The Secretary of Trans- 
portation should institute a plan for periodic, independent 
financial audits of the Alaska Railroad’s operations as well 
as other comprehensive audits necessary to identify and 
follow up on management problems. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

The Department of Transportation agreed with the recom- 
mendation for financial audits of the Alaska Railroad opera- 
tions. It stated that a financial audit will be performed if 
legislation to terminate the Federal role in the railroad is not 
enacted. 

GAO recommended that the Federal involvement in the 
Alaska Railroad be terminated. P.L. 97-468 transfers the 
Railroad to the State of Alaska if the State meets certain 
conditions including payment of a fair market value of 
$22.3 million. 



in the level of State participation. 
Status: No action initiated. Date action planned not 
kIl0Wl.l. 

The Secretary of Transportation should direct the Ad- 
ministrator of the Federal Railroad Administration, prior to 
attempting to significantly expand the program, to 
broaden the scope of periodic assessments of the State 
participation program to assess, among other things, the 
consistency in State enforcement. 
Status: No action initiated. Date action planned not 
kIl0Wl-l. 

Agency Comments/Action 

DOT generally agreed with the GAO conclusions and 
recommendations, and indicated that FRA had been un- 
dertaking some of the recommended actions before the 
report was issued. FRA maintained that it had already 
shifted its emphasis toward system assessments and away 
from individual inspections and would shift inspector re- 
sources toward system assessments as needs dictated. 
FRA stated that it found the recommendations on the civil 
penalty process useful and established new procedures to 
substantially implement each of them. It also indicated 
that the recommendations on the State participation pro- 
gram were quite beneficial and that it was implementing 
each of the recommendations. 
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Better Administration of Capital Grants GocsM Reduce Unnecessary Expenditures on Mass Transit Projects 
(CED-82-22, 4-20-82) 

Budget Function: Transportation: Ground Transportation (401 .O) 
Lepislative Authority: Urban Mass Transportation Act of 1964 (49 USC. 1601). Federal Aid Highway Act (23 USC. 1976). 
OMB Circular A-l 02. 

GAO reviewed six capital grants awarded to the Mas- 
sachusetts Bay Transportation Authority to determine how 
well the Urban Mass Transportation Administration (LINTA) 
was mot-&ring them and whetner the program was cost ef- 
fective. 
Findings/Conclusions: The Massachusetts Bay Transit Au- 
thority received more than $1.8 billion in capital grants from 
fiscal years 1965 through 1981. GAO found that UMTA did 
not adequately monitor grant projects in accordance with 
its management guidelines and operating manual and did 
not have guidance on third-party funding of UMTA- 
supported projects. As a result, $2.3 million was spent to 
construct a rapid-transit track that is not being fully used. 
and $5.6 million was spent to purchase and install power 
equipment that will not be-used. Thus. nearly $8 million of 
Federal funds was expended with only minimal benefits to 
the Authority. Furthermore, delays have occurred in the ac- 
quisition of automatic train control equipment which could 
increase equipment costs by more than $6 million. In addi- 
tion, funds expected from third parties to help finance proj- 
ects have not been obtained and may not be forthcoming. 
As a result, the Authority will have to scale down the project 
or ask UMTA for additional funds. Office of Management 
and Budget guidelines require grantees to submit quarterly 
progress reports to UMTA and require UMTA to make 
periodic visits to construction sites and to perform inspec- 
tions. Due to staff shortages, UMTA did not follow its moni- 
toring procedures. The quarterly reports were often incom- 
plete and improperly analyzed. Inspections were not made 
as often as required, and trip reports were vague and in- 
complete. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the Administrator of UMTA to require 
grantees to include a project monitoring plan as part of the 
grant application. At a minimum, the plan should include 
UMTA requirements for monitoring projects. UMTA could 
then certify the plan and randomly spot check the grantee’s 
monitoring performance using either project managers or 
independent evaluators. UMTA should insist on a minimum 
level of acceptable performance and that a grantee’s per- 
formance be tied to future grant awards. UMTA should a- 
dopt a system of penalties and incentives that would either 
punish or reward grantees based on performance. 
Status: Recommendation no longer valid/action not intend- 
ed. Since this report was issued, Congress has made 
major legislative changes which affect grant administra- 
tion and the appropriateness of the recommendation. It 
appears that the intent of the recommendation may be 
satisfied with the new legislative requirement for annual 
and triennual audits of UMTA grantees. GAO will exam- 
ine the adequacy of UMTA regulations to implement 
these provisions. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to redistribute project managers’ grant 
workloads by having them concentrate on major grants and 
monitor minor grants on a sample basis until procedures 
are in place to carry out a project-monitoring plan and a 
system of punishment and rewards based on grantee per- 
formance. 
StaaBus: Recommendation no longer valid/action not intend- 
ed. Since this report was issued, Congress has made 
major legislative changes which affect grant administra- 
tion and the appropriateness of the recommendation. It 
appears that the intent of the recommendation may be 
satisfied with the new legislative requirement for annual 
and triennual audits of UMTA grantees. GAO will exam- 
ine the adequacy of UMTA regulations to implement 
these provisions. 
The Secretary of Transportation should direct the Adminis- 
trator of UMTA to negotiate with the Massachusetts Bay 
Transpotition Author@ for better use of the Haymarket 
North project’s express track. If a better use cannot be 
found, it should examine ways of recovering some of the 
track’s costs. 
Status: Recommendation no longer valid/action not intend- 
ed. The Massachusetts Bay Transportation Authority has 
agreed to apply for technical study funds to examine al- 
ternative uses of the express track. However, UMTA be- 
lieves that recovering funds used to construct the track is 
not a realistic option because the initial decision to con- 
struct the track was a good one. 
The Secretary of Transportation should direct the Adminis- 
trator of UMTA to limit UMTA participation in the acquisition 
of automatic train control equipment for the Orange Line to 
an amount equal to what UMTA participation would have 
been in 1978. 
SWus: Recommendation no longer valid/action not intend- 
ed. UMTA does not plan to take action on this recom- 
mendation. It believes that the Massachusetts Bay 
Transportation Authority should not be penalized for de- 
lays in purchasing and installing automatic train control 
equipment because such delays were justified. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to recover $5.6 million used to purchase 
and install three boilers for the Massachusetts Bay Trans- 
portation Authority Immediate Needs Power Program. 
Status: Action in process. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to establish guidelines for UMTA-supported 
projects involving external funding to ensure that sufficient 
funds will be available to complete projects. 
2&&x Recommendation no longer valid/action not intend- 
ed. UMTA plans no action on this recommendation. It 
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disagrees with the GAO interpretation of the facts which 
support the need for the recommendation. 

Agency Comments/Action 

DOT generally disagreed with the report findings and 
recommendations indicating that the UMTA Boston Re- 
gional Office is failing to adequately monitor operations of 
the Massachusetts Bay Transportation Authority and is per- 
mitting the misuse of grant funds. Negotiations are still 
underway to purchase the boilers for the Massachusetts Bay 
Transportation Authority for $5.6 million. 



DEPARTMENTOFTRANSPORTATION 
Changes to the Motor Vehicle Recall Program Could Reduce Potential Safety Hazards 
(CED-82-99, 8-24-82) 

Budget Function: Transportation: Ground Transportation (401 .O) 
Legislative Authority: Traffic and Motor Vehicle Safety Act (P.L. 89-563). Motor Vehicle and Schoolbus Safety Amendments 
of 1974 (P.L. 93-462). 49 C.F.R. 577. 

GAO reported on the motor vehicle recall program’s safety 
defect investigation process and its owner response rates. 
The National Highway Traffic Safety Administration 
(NHTSA), which administers the program, conducts defect 
investigations of approximately 50 to 70 percent of the re- 
called motor vehicles, and the motor vehicle industry volun- 
tarily initiates investigations of the remaining recalls. Since 
1966, about 128 million motor vehicles, tires, and other re- 
lated replacement items have been recalled because of 
safety defects. GAO reviewed the recall program to deter- 
mine if: (1) NHTSA could hasten its safety defect identifica- 
tion process; and (2) the number of owners responding to 
recalls could be increased. 

specific review timeframes could be established to elim- 
inate further delays. 
Status: Action completed. 
The Secretary of Transportation should instruct the Ad- 
ministrator, NHTSA, to work with motor vehicle manufac- 
turers to change the wording and format in a recall letter to 
lower its reading level and test the revised letter in an actual 
recall to determine its effectiveness in increasing response 
rates. 
Status: Action in process. 
The Secretary of Transportation should instruct the Ad- 
ministrator, NHTSA, to work with motor vehicle manufac- 
turers to test various reminder techniques in actual recalls 
to determine whether they increase response rates and are 
cost effective. 
Status: Action in process. 

Findings/Conclusions: GAO found that the NHTSA investi- 
gations often take years to complete, while vehicles contin- 
ue to be exposed to possible safety deficiencies. The aver- 
age time for each case in the NHTSA Office of Chief Coun- 
sel is approximately 14 months. As a result of delays, infor- 
mation to support some case findings often has to be up- 
dated. GAO also found that about 50 percent of the owners 
notified of potential safety defects do not take their vehicles 
in for inspection and/or correction. A 1980 survey indicated 
that some owners do not respond to recalls because they 
do not perceive the defect as a problem or do not believe 
the recall is important. GAO believes that the reason behind 
those perceptions and beliefs could be that the recall letters 
are too difficult for many owners to understand. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should instruct the Administrator, NHTSA, to take 
corrective action to speed up the defect investigation proc- 
ess by reducing delays caused by the Office of Chief Coun- 
sel review. Specifically, the Administrator should look at 
whether better coordination and more direct communica- 
tion between the Office of Defects Investigation and the Of- 
fice of Chief Counsel could achieve this goal and how 

Agency Comments/Action 

As of November 16, 1983, the NHTSA Office of Defects In- 
vestigation was working on the recommendation concem- 
ing NHTSA work with motor vehicle manufacturers to revise 
the defects recall letter and to test various reminder tech- 
niques to increase the recall response rates. A contract to 
revise the letter has been completed and nine motor vehicle 
manufacturers have been contacted. Each manufacturer 
will choose a recall to use as a test. Four “cells” will be test- 
ed: (1) a normal letter and followup, if any; (2) a normal let- 
ter and a 30-day followup; (3) a revised letter and no follow- 
up; and (4) a revised letter and followup. It will probably take 
9 months to a year to get the first results. If the results 
showed that a revised format was beneficial, it would take a 
couple of years to revise the regulations. 
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DEPARTYENT OF TRANSPORTATION 

Greater Emphasis on information Resource Management Is Needed at the Federal Aviation bldministration 
(RCED-83-60, 1 l-24-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Air Commerce Act. Civil Aeronautics Act of 1938. 
Aviation Act. Executive Order 12003. H. Rept. 97-137. FAA Order 1370.52A. 

In response to a congressional request, GAO reviewed Fed- 
eral Aviation Administration (FAA) planning, management, 
acquisition and use of automatic data processing (ADP) for 
personnel, financial management, accident/ incident/ viola- 
tion reporting and other administrative functions. 

Findings/Conclusions: FAA has taken steps to improve its 
ADP procedures and guidelines for initiating and approving 
national hardware and software development projects. How- 
ever, despite these improvements, GAO found a number of 
management and technical problems remaining in these 
FAA information-related functions. Despite the growing 
complexity and size of FAA computer hardware and sofi- 
ware acquisitions, FAA has not made a comprehensive 
analysis of its overall information requirements. FAA is pro- 
curing excessive computer hardware capacity at the Aero- 
nautical Computer Center and at its regional offices. In ad- 
dition, major software projects are proceeding or are being 
developed without appropriate management controls. 
These conditions prevail because ADP management con- 
trol and oversight are dispersed throughout the agency. In- 
formation requirements planning is conducted on a proj- 
ect-by-project basis. FAA does not conduct overall planning 
to meet agencywide needs. Therefore, overlapping or du- 
plicative systems have not been identified, long-term plan- 

ning has been impeded, and evaluation of the overall effec- 
tiveness of existing information systems has been ham- 

pered. Furthermore, information requirements analyses are 
not adequately conducted to support computer acquisi- 

tions. GAO found that, at the secretarial level, the Depart- 
ment of Transportation cculd provide better guidance on 
acquiring, managing, operating, and using information re- 
sources to its subunits, including FAA. 

Recommendations to Agencies: The Secretary of Transpor- 
tation should direct FM to implement a comprehensive 
planning process for information resources, including ADP. 
This process should provide a mechanism to: ( 1) define in- 
formation requirements on an agencywide basis; and (2) 
establish objectives, strategies, and priorities for these re- 
quirements. 
Status: Action in process. 

The Secretary of Transportation should direct FAA to 
strengthen and integrate its management structure for in- 
formation resources by placing responsibility for informa- 
tion resource management under the control of a single, 
high-level official and by creating clear lines of authority to 
any other official to whom aspects of information manage- 
ment are delegated. 
Status: Action in process. 

The Secretary of Transportation should direct FAA to shift 
software management responsibilities from the Information 
Systems Review Committee to a central office of the type 
recommended by GAO. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct FAA to re- 
quire user organizations to prepare a thorough analysis of 
requirements, feasible alternatives, and cost-benefits as a 
basis for approving software development projects. 
Status: Action in process. 

The Secretary of Transportation should direct FAA to im- 
plement standard cost collection and control procedures 
for software projects and establish a control mechanism to 
trigger management reviews of high-cost variances. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the AssIstant 

Secretary for Administration to develop a department-wide 

computer capacity and workload management program. 
Status: Action in process. 

Agency Comments/Action 

The Department of Transportation is in agreement with 
three of the GAO recommendations and is working toward 
their implementation. Steps are being taken to direct FAA 
to: (1) strengthen and integrate its management structure 
for information resources; (2) require user organizations to 
prepare a thorough analysis of requirements for approving 
software projects; and (3) develop a departmentwide com- 
puter capacity and workload management program. 
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DEPARTMENTOFTRANSPORTATION 

URBAN MASS TRANSPORTATION ADMINISTRATION 

Need to Periodical/y Reassess Mass Transit Construction Projects 
(RCED-83-82, 12-22-82) 

Budget Function: Transportation: Ground Transportation (401.0) 
Legislative Authority: Urban Mass Transportation Act of 1964. 

GAO reviewed Urban Mass Transportation Administration 
(UMTA) policies for project administration because UMTA 
has made large expenditures over the past decade to fi- 
nance construction of capital projects. The review focused 
on a high-speed rail project in Philadelphia and a project ex- 
tending the New York City subway system. 
Findings/Conclusions: Although UMTA has taken signifi- 
cant steps to ensure that only meritorious projects are ap- 
proved for UMTA capital assistance, GAO found that UMTA 
does not require project reassessment, even if changed 
conditions indicate that the project will not meet its original 
objectives. GAO found that a postapproval assessment of 
the Philadelphia Airport High Speed Line and the Queens 
Trunk Line might have prevented constructing projects 
whose success is questionable. Lack of air passenger 
growth, construction delays, and increases in project costs 
on the Philadelphia line caused the city to seek alternatives 
to make the line self-sustaining, yet UMTA continued to 
fund the original project. GAO found that UMTA did not re- 
quire the New York City Transit Authority (NYCTA) to ex- 
plore alternatives to project segments or modifications in 

the scope of the Queens project, although the city’s finan- 
cial crisis caused JWCTA to use capital grant funds to fi- 
nance operating deficits and to defer construction of a re- 
quired bypass. GAO concluded that the lack of an UMTA 
policy requiring reassessment has resulted in construction 
of some projects under conditions that differ significantly 
from forecasts. 
Recommendations to Agencies: The Administrator, UMTA, 
should establish policy requiring reassessment of major 
capital projects at the completion of specified project mile- 
stones. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

The Department of Transportation agreed that it had no 
policy that required periodic reassessment of mass transit 
construction projects. It pointed out that legislation, enacted 
after the GAO report, would require periodic audits of mass 
transit grant recipients and, as a result, provide an oppor- 
tunity to reassess construction projects. 
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DEPARTMENT OF TRANSPORTATION 

Value Engineering Has the Potential To Reduce Mass Transit Construction Costs 
(WED-83-34, 12-29-82) 

Budget Function: Transportation: Ground Transportation (401.0) 
Legislative Authority: Urban Mass Transportation Act of 1964 (49 U.S.C. 1601). Federal Aid Highway Act of 1973. 

Millions of dollars in Federal, State, and local construction 
funds can be saved by applying value engineering (VE) to 
the designs of construction projects funded by the Urban 
Mass Transportation Administration (UMTA). GAO con- 
ducted this review to determine: (1) how effective VE would 
be when applied to heavy rail and bus construction projects: 
and (2) whether VE could produce greater savings than the 
UMTA peer review on one aspect of a proposed subway sta- 
tion. 
Findings/Conclusions: Most transit authorities that receive 
UMTA funds lack the technical expertise to design projects. 
To obtain this capability they hire architectural/engineering 
firms. Because the firms design facilities to satisfy the re- 
quirements of transit authorities, the cost to construct the 
facilities may be greater than necessary. The design plans 
are evaluated by UMTA regional engineers for cost effec- 
tiveness, safety, and technical feasibility. However, UMTA of- 

ficials and architectural/engineering representatives ac- 
knowledge that UMTA does not have enough engineers to 
adequately review designs. Unlike VE, peer review does not 

include use of a job plan, analysis of the functional require- 
ments of a system before recommendations are made, or 
use of formal criteria and guidelines. UMTA believes that 
peer reviews held during the conceptual and informational 
stages of project development have saved millions of dol- 
lars in construction costs. For fiscal years 1965-81, UMTA 
has provided about $18 billion in capital grants to local 
transit authorities to construct and rehabilitate rail and bus 
facilities, which included $7.5 billion for rail and $1.5 bIllIon 
for bus projects. The remaining funds were used to pur- 
chase rolling stock and equipment and for similar pur- 
poses. In fiscal year 1981, obligations for UMTA capital pro- 
grams totaled about $2.9 billion; $866 million was used for 
bus and $2 billion for rail projects. GAO believes VE can 
significantly reduce construction costs as demonstrated in 
VE workshops and by other Federal agencies. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the Administrator of UMTA to appoint a 
full-time program manager for value engineering activities 
who reports to the UMTA Administrator when implementing 
the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to implement a value engineering program 
for construction projects. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to apply value engineering early in a proj- 
ect’s design on all UMTA-funded construction projects 
exceeding $2 million. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to share with the grantee the cost and sav- 
ings of value engineering in proportion to its participation in 
project costs when implementing the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to ensure that value engineering is per- 
formed by a private architectural/engineering firm not par- 
ticipating in the project when implementing the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 

trator of UMTA to retain final authority for approving and 
disapproving value engineering recommendations when 

implementing the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to ensure that construction contracts in- 
clude a value engineering incentive clause when imple- 
menting the program. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Admlnis- 
trator of UMTA to limit its peer review program to the con- 
ceptual and informational phases of major construction 
projects and complement It with value engineering during 
the early design and construction phases of such projects. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

UMTA recognizes that VE can be a valuable tool in cutting 
construction costs but believes its peer review and Joint 
working sessions processes can also contribute to minlmlz- 
ing costs. UMTA considers its present management struc- 
ture adequate to address the overview of the VE process. 
As UMTA develops its comprehensive project management 
guidelines, it will review how VE and other processes should 
be applied early in a project’s design phase. UMTA will also 
review the need to apply VE to all its proJects. 
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DEPARTMENTOFTRANSPORTATION 
Applying DOT Rail Policy to Washington, DC’s Metrorail System Could Save Federal Funds 
(RCED-83-24, 7 -12-83) 

Budget Function: Transportation: Ground Transportation (401 .O) 
Legislative Authority: Urban Mass Transportation Act of 1964 (49 USC. 1601 et seq.). Federal Aid Highway Act of 1973 
(P.L. 93-87). National Transportation Amendments of 1979 (P.L. 96-184). P.L. 89-774. 31 USC. 720. 

GAO reviewed funding for the Washington, D.C., Metrorail 
system to evaluate whether Federal funds were used effec- 
tively and efficiently to construct MetroraIl and whether local 
jurisdictions are able to support Metrorail. 

Findings/Conclusions: GAO noted that, in 1969, the Wash- 
ington Metropolitan Area Transit Authority (WMATA) began 
constructing a planned 101 -mile rail system with funding 
from Federal and local governments. By mid-1982, the 
Federal Government had contributed $3.1 billion of $4.9 
billion; the remainder was contributed by the authority or lo- 
cal jurisdictions. Construction was fully or partially funded 
for about 75 miles of Metrorail with 26 miles unfunded be- 
cause the Urban Mass Transportation Adminlstration 
(UMTA) policy requiring full-funding contracts was not ap- 
plied retroactively. GAO believes that applying the full-fund- 
ing policy, which sets a ceiling on the Federal Government’s 
expenditures and gives projected annual funding levels, 
could still result in substantial Federal savings. Use of full- 
funding contracts would highlight the need for tight cost 
control and require the transit authority to manage within 
the ceiling amount or request local jurisdictions to contrib- 
ute more money. Further, GAO believes that a modified ver- 
sion of the incremental construction policy, which requires 
that a rail system be approved and built in stages, needs to 
be applied to the remaining 26 miles so that high priority 
segments will be completed expeditiously. Additionally, 
GAO believes that reevaluation of local funding sources is 
needed because of: (1) changes in State and local laws and 
funding sources; (2) rising Metrorail deficits which burden 
local jurisdictions; and (3) overly optimistic operating deficit 
estimates. 

Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the Administrator, UMTA. to negotiate 
full-funding contracts with WMATA for unfunded Metrorail 
segments which UMTA is willing to fund. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator, UMTA, to provide WMATA with anticipated levels of 
annual Federal funding and require that WMATA develop 
more realistic capital cost estimates using this data. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator, UMTA, to work with the General Manager, WMATA, to 
reduce the number of operable Metrorail segments under 
construction, consistent with the UMTA policy objective of 
more rapid completion of highest priority segments in 
times of iimited Federal funding. 
Status: Recommendation no longer validiaction not intend- 
ed. DOT plans no action on this recommendation be- 
cause it believes that it has already urged WMATA to 
build the most beneficial, operable segments first and 
that other factors aside from cost effectiveness must be 
considered before determining which metrorail seg- 
ments should be constructed first. 
The Secretary of Transportation should issue guidance re- 
qulring periodic reevaluation of jurisdictions’ stable and reli- 
able revenue sources. 
Status: Recommendation no longer validfaction not intend- 
ed. DOT believes that its current practice of reviewing 
any proposed changes to the agreed upon local stable 
and reliable funding plan adequately assures the availa- 
bility of local funding sources. 
The Secretary of Transportation should issue criteria defin- 
ing what constitutes a stable and reliable funding source for 
WMATA, including the minimum percentage of the total to 
be supplied by sources earmarked for WMATA. 
Status: Recommendation no longer valid&ion not intend- 
ed. DOT believes that the development of such criteria is 
unnecessary because the criteria is contained in an Au- 
gust 8, 7982, legal opinion which was prepared by DOT 
and is available to the public. 

Agency Comments/Action 

DOT will consider the GAO recommendation that a full 
funding contract be used to fund the remaining 26 miles 
of the WMATA metrorail system when and if DOT decides 
to participate in the system’s construction. DOT believed 
that the remaining recommendations relating to imple- 
menting the incremental construction and written guid- 
ance for “stable and reliable” funding sources offered no 
benefits beyond existing DOT practices. 
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DEPARTMENT OF TRANSPORTATION 

Department of Transportation Needs Better Assurance That Transit Systems Are Maintaining Buses 
(RCED-83-67, 3-25-83) 

Budget Function: Transportation: Ground Transportation (401 .O) 
Legislative Authority: Public Transportation Act of 1982. 

GAO examined the preventive maintenance activities of six 
major transit systems to determine whether the substantial 
Federal investment in transit buses is adequately protected 
through proper maintenance. 
Findings/Conclusions: GAO found that, although the Urban 
Mass Transportation Administration (UMTA) requires grant- 
ees to maintain buses purchased with Federal assistance, it 
has no policy or guidelines explaining the criteria for ade- 
quate maintenance. In addition, it has not systematically 
evaluated how well vehicles purchased with Federal assis- 
tance are maintained. The scope and severity of mainte- 
nance problems nationwide is largely unknown. However, in 
its study of six major transit systems, GAO found that buses 
did not always receive timely preventive maintenance which 
could affect their reliability and useful life. In one system, 
over one-third of the year’s scheduled maintenance activi- 
ties were performed when the vehicles’ mileage exceeded 
that prescribed for maintenance by at least 1,000 miles. 
Although climate and terrain can also affect bus perform- 
ance, GAO believes that some of the decline in the reliability 
of many transit systems’ vehicles may be attributed to un- 
timely or inadequate maintenance. GAO found that many 
transit operators lack the resources to carry out preventive 
maintenance programs despite the availability of Federal 
operating assistance. In addition, it found inadequate 
mechanic training and maintenance facilities, a lack of 
mechanics, and more sophisticated vehicles requiring more 
maintenance. 

Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the Administrator of UMTA to require 
that Federal capital grant assistance for bus purchases be 
subject to maintenance certification and independent audit 
provisions similar to those required for block grants. The 
amount of future Federal grant assistance should be de- 
pendent on correction of maintenance program deficien- 
cies. 
Status: No action initiated. Affected parties intend to act. 

The Secretary of Transportation should direct the Adminis- 
trator of UMTA to work with the transit industry and develop 
a Federal bus maintenance policy with flexible guidelines 
on what constitutes an adequate maintenance program and 
criteria to evaluate these programs. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

DOT generally agreed that bus maintenance activities are 
not always timely and that it lacks adequate maintenance 
guidance and oversight mechanisms. DOT believes that 
these problems will be corrected when it publishes its main- 
tenance policy and implements the annual and triennial re- 
view provisions of the 1982 Surface Transportation Assis- 
tance Act. DOT expects its maintenance policy to apply to 
all federally assisted bus purchases regardless of whether 
the assistance was in the form of block grants or categorical 
grants. 
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DEFARTME?iT OF TRANSPOWTATION 

FAA Can Better Manage the Aircraft It Uses To Keep pilots Current and prowide Transportation 
(PLRD-83-52, 4-7-83) 

Budget Function: Transportation: Air Transportation (402.0) 
Legislative Authority: FAA Order 4040.1. FAA Order 4040.9A. FAA Order 4040.19. OMB Circular A-76. H. Conf. Rept. 
97-950. 

In response to a congressional request, GAO reviewed Fed- 
eral civilian agencies’ aircraft operations to determine 
whether they are being managed efficiently and economi- 
calty. The Federal Aviation Administration (FAA) conducts 
aircraft flight programs to keep pilots current. 
Findings/Conclusions: GAO found that more effective man- 
agement of the FAA programs is needed, because: (1) most 
pilots do not acquire the minimum flight hours to remain 
current; (2) most passenger transportation flights could 
have been made at lower cost on commercial airlines; (3) 
nonofficial passengers have routinely traveled at Ciovern- 
ment expense; and (4) more aircraft acquisition is planned 
without adequate justification or consideration of less costly 
alternatives. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the Administrator of FAA to consider 
less costly alternatives, like interagency sharing and com- 
mercial service, before buying either the four Beechcraft 
King F-90’s currently being leased or the new logistics air- 
craft 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of FAA to reduce the number of evaluation, currency, 
and transportation aircraft to only those necessary to meet 
valid program requirements. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should issue a written poli- 
cy generally prohibiting the carrying of spouses, other de- 
pendents, and other nonofficial travelers on FAA aircraft. 
Status: Action completed. 
The Secretary of Transportation should require the Office of 
the Inspector General to periodically review FAA aircraft re- 
quest and use records and verify that aircraft are being used 
properly. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should direct the Adminis- 
trator of FM to revise FAA Order 4040.9A to incorporate 
the recommended Department of Transportation regula- 
tions and to strictly enforce them. 
Status: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to require that FAA aircraft request and use 
records be filled out correctly and kept in accordance with 
the subject order. 
Status: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to conduct an A-76 review of all evaluation, 
currency, and transportation and logistics mission aircraft 
to see whether the services they provide could be provided 
more economically by the private sector. 
Status: Action in process. 

The Secretary of Transportation should direct the Adminis- 
trator of FAA to comply with A-76, as required, when 
modernizing, replacing, upgrading, or enlarging its aircraft 
fleet and related services. 
Status: Action in process. 
The Secretary of Transportation should direct the Adminis- 
trator of FM to adequately justify the reasons for each flight 
on agency aircraft by properly filling out the aircraft request 
and use records as required by FAA Order 4040.9A. 
S&tus: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to establish criteria, guidelines, and pro- 
cedures that require consistent and valid comparisons of 
the cost of transporting passengers on agency aircraft 
versus commercial airlines. 
Stabs: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to require the use of commercial airlines, or 
other less costly means, to transport passengers when it is 
more economical and does not interfere with mission ac- 
complishment. 
Status: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to limit VIP transportation on FAA aircraft to 
the absolute minimum necessary and permit it only when: 
(1) commercial airlines cannot be used due to mission re- 
quirements and (2) the Government benefits justify the 
costs. 
Status: Action completed. 
The Secretary of Transportation should direct the Adminis- 
trator of FAA to require that the costs of transporting 
passengers be charged to the Transportation Appropria- 
tions account and, where passengers are transported with a 
bona fide mission, the cost of such transportation should be 
prorated between the appropriations accounts on an equi- 
table basis. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the Adminis- 
trator of FAA to require that officials responsible for approv- 
ing such flights be held accountable through their perform- 
ance evaluations that these recommended practices are fol- 
lowed. 
Status: No action initiated. Date action planned not known. 

The Secretary of Transportation should require the FAA Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and ensure that 
flight program participants are limited to those that can be 
supported by the budget and programed flight-hours. 
Status: No action initiated. Date action planned not known. 
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The Secretary of Transportation should require the FAA Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and ensure that 
flight programs are developed and flight-hours are allocat- 
ed so that each designated pilot may meet the program’s 
currency requirements. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should require the FAA Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and ensure that 
pilots are removed from the program for failure to maintain 
the required level of currency or failure to meet minimum 
participation standards. 
Status: Action completed. 
The Secretary of Transportation should require the FM Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and ensure that 
each program pilot is authorized no more currency hours 
than necessary to meet minimum standards, as previousiy 
required by regulations. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should require the FAA Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and prohibit 
transportation flights from being justified for currency, un- 
less they are necessary to meet minimum standards. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should require the FAA Ad- 
ministrator to accurately determine evaluation, currency, 
and transportation flight program requirements by imple- 
menting FAA Orders 4040.9A and 4040.19 and reassess 
evaluation, currency and transportation program pilot re- 
quirements to ensure that program pilots are in positions 
that require them to actually fly aboard aircraft as 
crewmembers. 
status: No action initiated. Date action planned not known. 

Agency Comments/Action 

On October 7, 1983, the Department of Transportation 
responded to this FM report and to the two other reports 
that GAO issued that impact on the Department’s aircraft 
operations. The Department advised GAO that FAA has 
undertaken the reassessment of the management practices 
associated with the Evaluation, Currency, and Transporta- 
tion program and that a number of actions have been taken 
to improve the program. 
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DEPARTMENT OF TRANSPORTATION 

URBAN MASS TRANSPORTATION ADMINISTRATION 

UMTA Could Take Steps To Reduce Costs in the Development of Light Rail Projects 
(RCED, 4-26-83) 

Budget Function: Transportation: Ground Transportation (401.0) 

GAO conduc!ted a review of the development of the Pitts- 
burgh light rail system to identify what actions were taken to 
hold down the costs of the system and to ensure that the 
most effective use is being made of Federal funds. 
Findings/Conclusions: GAO found that the decision to up- 
grade the existing streetcar system and other actions have 
held down the costs of the Pittsburgh system. However, 
several additional steps could be taken to further reduce 
costs and could also be applicable to other systems. The 
Urban Mass Transportation Administration (UMTA) has 
been using a peer review technique on selected capital proj- 
ects that has been successful in reducing costs. However, a 
recent GAO report has pointed out that costs &Id be fur- 
ther reduced through the use of value engineering. GAO 
found that the planned stations in the Pittsburgh system 
have not been subjected to either peer review or value en- 
gineering. GAO hopes that a new UMTA cost-control guide- 
line concerning value engineering will be issued in time to 
achieve savings. GAO also found that UMTA had not 
developed any guidance as to when the additional expense 
of constructing high-level platforms is justified, and the 
Pittsburgh system decision to use such platforms at many 
stops seems arbitrary. Finally, GAO found that UMTA does 
not question or review grantee ridership projections, 
although several systems have found that actual ridership 
did not support their projections. UMTA did not question 
the reasonableness of Pittsburgh’s ridership figures 
although few other new systems have experienced the large 
increase that the Pittsburgh system has projected. If Pitts- 
burgh does not realize its projected 70 percent increase in 
ridership, it will not be fully utilizing all of its 55 new vehicles. 

Recommendations to Agencies: UMTA should have the 
Pittsburgh light rail stations not yet under construction value 
engineered as soon as possible so that any potential sav- 
ings could still be realized. 
Status: Recommendation no longer valid/action not intend- 
ed. DOT has not acted quickly enough to achieve the full 
benefits that might result from value engineering the light 
rail stations identified in the report. 
UMTA should provide guidance on the level of usage need- 
ed to justify the selection of high-level platforms when rider- 
ship is the only criterion affecting the decision. 
Status: Recommendtaion no longer valid/action not intend- 
ed. DOT does not intend to implement this recommenda- 
tion because it believes that high-level platform deci- 
sions are more appropriately made at the local levels. 
UMTA should review and question ridership projections 
used by transit systems as the basis for selecting various 
options in designing new rail systems. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

UMTA believes that it is too late to value engineer contracts 
for the light rail stations recommended by GAO. UMTA 
agrees that the additional expense of constructing high- 
level platforms should be justified but does not agree that it 
should develop criteria to evaluate the justifications. UMTA 
intends to require ridership forecasts during a project’s en- 
gineering stages as recommended by GAO. 
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Metro Needs To BetPer Manage IPs Wailcar Pro6uremenf 
(NSIAO-83-26, 8-10-83) 

Budget Function: Transportation: Ground Transportation (401.0) 
Legislative Authority: Urban Mass Transportation Act of 1964 (P.L. 88-365). Federal Aid Highway Act of 1973 (P.L. 93-87). 
OMB Circular A-l 02. 

GAO examined a Washington Metropolitan Area Transit AU- 
thority (WMATA) procurement of 294 railcars. The review 
was conducted because of public and congressional in- 
terest in the completion of the rail system, which represents 
the largest Federal investment for a subway system under 
construcbon, and indications that slippages in the railcar 
dellvery schedule are delaying new station openings. 

Findings/ConclusiQns: GAO found that the first two rallcars 
in the procurement arrived 22 months behind schedule and 
that subsequent deliveries were delayed by testing prob- 
lems at the assembly facility. Initial testing of the first two 
cars IS behind schedule and serious technical problems 
have been identified. Therefore, testing, delivery, and station 
opening schedules are in doubt pending WMATA review. 
GAO found that WMATA increased its acquisition risk by 
supplementing an original 94-car order with 200 additional 
cars without the benefit of test and evaluation. WMATA also 
increased its acquisition risk by agreeing to pay the contrac- 
tor more than half the contract price of the additional 200 
cars before delivery. Quality assurance activities during pro- 
duction and testing of railcars could reduce acquisition risk, 
but WMATA has neither enforced contract provisions which 
call for submlssion of quality assurance plans nor 
developed a master test plan. Federal oversight of the rail- 
car acquisition has been limited. The Urban /qass Trans- 
portation Administration (UMTA) has not compiled with re- 
quirements for monitonng this procurement and has made 
fundlng decisions wlthout sufficient knowledge of WMATA 
management or the contractor’s performance. GAO be- 
lieves that UMTA needs to strengthen its oversight to ade- 
quately assess how Federal funds have been spent and that 
it needs information more detailed than WMATA has pro- 
vided to determine whether funding for a remaining 34 rail- 
cars is Justified. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the UMTA Administrator to make 

periodic onsite inspections as required by OFfice of Man- 
agement and Budget and UMTA operating procedures. 
S&Pus: No action initiated. Date action planned not known. 

The Secretary of Transportation should direct the UMTA 
Administrator to enforce existing reporting requirements to 
provide more information on the progress and difficulties 
encountered by the railcar contractor. In connection with 
the enforcement of these requirements, UMTA also should 
ensure that it receives sufficient information to evaluate 
W.MATA progress in obtaining quality assurance plans and 
performing comprehensive tests on railcars. 
Status: No action initiated. Date action planned not known. 

DOT replied to GAO on December 15, 1983. DOT stated 
that, while UMTA procedures do not provide for onsite visits 
of third party contractors, UMTA is providing adequate over- 
sight of WMATA supervision and management controls by 
periodic onsite visits to WMATA. The overall message of the 
GAO report was that WMATA should depend more on qual- 
ity assurance activities to ensure that railcars meet contract 
specifications prior to production and testing. WMATA 
disagreed with the report and said it is not acting on the 
GAO recommendations. Consistent with its position during 
the audit, the WMATA response emphasized quality control 
over quality assurance, and justified its acquisition decisions 
in terms of the need to obtain cars quickly in order to open 
new stations. GAO also emphasized that UMTA oversight of 
the railcar procurement was inadequate to ensure the most 
effective use of the Federal funding. Although UMTA disput- 
ed the GAO findings and did not fully implement the GAO 
recommendations, it nonetheless increased its oversight of 
the railcar acquisition and is requiring WMATA to provide 
more detailed progress reports. 



DEPARTMENTOFTRANSPORTATION 

Cost Effectiveness of Life-Cycle Process in Buying Transit Vehicles Questionable 
(RED-83-184, 9-l-83) 

Budget Function: Transportation: Ground Transportation (401.0) 
Legislative Authority: Surface Transportation Assistance Act of 1982 (P.L. 97-424). Department of Transportation Ap- 
propriation Act, 1983 (P.L. 97-369). Department of Transportation Appropriation Act, 1980 (P.L. 96-131). Department of 
Transportation Appropriation Act, 1982. (P.L. 97-102). Department of Transportation Appropriation Act, 1981 

GAO discussed the Urban Mass Transportation Administra- 
tion’s (UMTA) procedure that requires federally funded tran- 
sit systems to use life-cycle costs when buying transit vehi- 
cles. 
FindlngslConclusfons: GAO found that major obstacles in- 
hibit this process, resulting largely from: (1) transit systems’ 
failure to prove that such procurement decisions are cost 
effective; and (2) a lack of adequate information, resources, 
or technical expertise for transit systems to effectively use 
the process. Further, transit systems have not adequately 
documented performance costs for the vehicles purchased 
to assess the validity of the cost projections. GAO believes 
that, if performance projections cannot be effectively con- 
firmed, the continued use of the life-cycle cost process 
should be questioned because of the additional costs in- 
volved. 
Recommendations to Agencies: The Secretary of Transpor- 
tation should direct the UMTA Administrator to develop re- 
search and demonstration projects with selected transit sys- 
tems to document the costs associated with using the life- 
cycle cost process to buy transit vehicles. 
Status: No action initiated. Date action planned not known. 
The Secretary of Transportation should direct the UMTA 
Administrator to develop research and demonstration proj- 
ects with selected transit systems to keep operating and 
maintenance cost records for the vehicles bought to deter- 
mine the validity of the cost projections used making the 
contract award. 
Status: Action in process. 

The Secretary of Transportation should direct the UMTA 
Administrator to develop research and demonstration proj- 
ects with selected transit systems to identify ways to over- 
come the obstacles to using the life-cycle cost procurement 
process by addressing the problems of the availability of 
adequate data, selection of verifiable cost factors, failure to 
consider the present value of the projected costs, develop- 
ment of fair evaluation processes, and expertise needed to 
adequately evaluate cost projections. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The Department of Transportation agrees that, in the tran- 
sit industry, the information resources and technical ex- 
pertise that would be necessary for life-cycle cost evalua- 
tions are insufficient. It indicated that UMTA and the tran- 
sit industry raised similar concerns at the time the require- 
ment was mandated by Congress. Because of these con- 
cerns, UMTA has developed a life-cycle cost program ad- 
dressing the issues raised. While UMTA believed that a 
comprehensive analysis of the life-cycle cost process 
could be premature at this time because of the limited ex- 
perience with the process, it has designed and developed 
a project in which a long-term study of a multivehicle pro- 
curement will establish, in one case, a measure of cost ef- 
fectiveness. UMTA will also continue to collect data on op- 
erating and maintenance costs and life-cycle cost tech- 
niques and experiences and make this information availa- 
ble to the transit industry. 
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ARCHITECT OF THE CZABITQL 

Conventional Design and Construction Methods Are More Applicable for Capitol Hi/i Construction Projects 
(PLRD-82-1, 10-30-81) 

Budget Function: General Government: Legislative Functions (801 .O) 
Legislative Authority: P.L. 84-24. P.L. 86-469. P.L. 86-628. P.L. 89-260. P.L. 89-309. P.L. 911214. P.L. 92-607. P.L. 93-245. 
P.L. 93-554. P.L. 94-219. P.L. 94-226. P.L. 94-6. P.L. 95-355. P.L. 95-94. P.L. 96-69.2 U.S.C. 141.40 U.S.C. 162.40 USC. 
175. 40 U.S.C. 193a. 74 Stat. 446. 79 Stat. 1133. 

A review was undertaken of the overall construction activi- 
ties of the Architect of the Capitol. Specifically, GAO 
presented its evaluation of the Architect’s construction ac- 
tivities, including updating the information in its past studies 
of the Hart, Madison, and House Annex No. 2 projects; iden- 
tifying the underlying causes for the Architect’s problems; 
and informing Congress of changes needed to help mini- 

mize or avoid the pitfalls that have plagued previous Capitol 
Hill projects. 

Findings/Conclusions: In its review, GAO found that, over 
the past 12 years, each of the Architect of the Capitol’s four 

major construction projects has experienced significant 
cost overruns, completion delays, and management prob- 
lems. GAO believes that many of the problems the Architect 
has encountered are a result of phased construction meth- 
ods. Under the phased construction method, construction 
is begun on some segments of a project while others are 
still being designed. Specificaliy, GAO believes that phasing 
is not compatible with Capitol Hill projects because of the: 
(1) myriad number of reviews and approvals required 
throughout the planning, design, and construction cycles; 
(2) funding problems that often prevent the prompt and 
timely award of multiple construction contracts; (3) com- 
plexity of design and quality of construction required on 
monumental buildings; and (4) likelihood of numerous 
design changes throughout a project’s design and con- 
struction cycle. GAO also found that the Architea (1) does 
not have adequate systems for controlling time and cost on 

major construction projects; (2) has increased the time and 
cost incurred by the associate architects commissioned to 
work on Capitol Hill projects by not developing standard 
policies and procedures; (3) has diftTculty verifying that ma- 
terials were delivered to and used on a particular project 
site; and (4) will probably be unable to recruit and retain the 
necessary in-house work forces that are needed to effective- 
ly and efficiently restore two Library buildings. 

Recommendations to Agencies: The Architect of the Capitol 

should try more conventional planning, design, and con- 
struction methods for major projects to minimize or allevi- 
ate some of the problems that have plagued Capitol Hill 
projects designed and constructed using the phasing proc- 
ess. 
Status: Action in process. 

The Architect of the Capitol should: (1) develop standard 
policies and procedures for associate architects regarding 
general design criteria, performance standards, and general 
operating procedures; (2) improve inventory controls over 
construction materials to ensure that the materials are 
properly used; (3) thoroughly study the types of workers, 
in-house, contracted-out, or some combination thereof, 
that will be best suited to effectively and efficiently carry out 
the restoration of the Library buildings; and (4) minimize the 
number of phases and amount of occupancy during the 
restoration of the Library buildings. 
Status: Action in process. 
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CIVILAERONAUTICSBOAf3D 
More Flexible EligibiMy Criteria Could Enhance the Small Communities Essential Air Service Subsidy Program 
(WED-83-97, 5-18-83) 

Budget Function: Transportation: Air Transportation (402.0) 
Legislative Authority: Airline Deregulation Act of 1978 (P.L. 95-504). Civil Aeronautics Act of 1938. Aviation Act (49 USC. 
1301 et seq.). P.L. 97-276. 

Pursuant to a congressional request, GAO provided its 
views on: (1) whether the essential air service subsidy pro- 
gram’s eligibility criteria contained in the Airline Deregula- 
tion Act of 1978 should be changed; and (2) alternatives 
available to administer the program after the Ciil Aeronau- 
tics Board (CAB) ceases to exist in 1985. 
Findings/Conclusions: Under the Airline Deregulation Act, 
communities are guaranteed essential air service if they 
were listed on the routes of CAB certified air carriers on the 
date of the act. As of October 1982, CAB was paying air- 
lines to provide service to 85 communities that would other- 
wise have had all service canceled. CAB cannot discontinue 
subsidies to any of the communities with an air service 
guarantee, even where a community cannot realistically be 
expected to support air service when the subsidy program 
expires. GAO believes that the essential air service program 
could be more cost effective and have more long-term 
value if CAB were authorized to give communities the op- 
portunity to develop an economically sound market during 
the remaining transition period. If the act’s eligibility criteria 
were more flexible, CAB could discontinue subsidies to 
communities that probably will not be able to retain service 
after the subsidies end. If the community has the potential 
to be a viable self-supporting market, but poor air service in 
the past has discouraged passengers, CAB could improve a 
community’s competitive position with temporary subsidy 
increases to improve flight scheduling, services, and pro- 
motion. Additionally, GAO found no overriding reasons why 
the program should not be transferred to the Department of 
Transportation, as provided in the act, when CAB ceases to 
exist. 
Recommendations to Congress: Congress should consider 
permitting CAB to allow communities with greater demon- 
strated air service needs to replace lower priority essential 

air service communities if States propose such replace- 
ment. 
Status: No action initiated. Affected parties intend to act. 
Congress should consider changing the program’s eligibili- 
ty criteria to allow CAB greater flexibility to increase or de- 
crease subsidies to selected communities. It should be 
recognized that discontinuing subsidies to these communi- 
ties during the IO-year transition period would represent a 
change in the guarantee provided by the 1978 act. CAB 
should be given authority to: (1) temporarily increase some 
subsidies to improve flight scheduling, services, and pro- 
motion where this can help a community’s air service mar- 
ket to where it will no longer require subsidies; and (2) dis- 
continue subsidies to communities that are unlikely to be 
able to support air services after 1988 because they are 
close enough to larger airports offering better air service or 
are too small and isolated to generate enough traffic for 
self-sufficient service. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

The Civil Aeronautics Board is in general agreement with 
the GAO recommendations. 
One oversight hearing has been held with the House Com- 
mittee on Public Works and Transportation, Subcommittee 
on Aviation, and there will be additional oversight hearings 
by both the Senate and the House. The House Committee 
held hearings on January 31, 1984, at which GAO testified. 
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CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

hproved P/arming Needed by Corps of Engineers To Resolve Environmental, Technical and Financial issues 
on the Leke Pontchartrain Hurricane Protection Project 
(MASAD-82-39, 8-17-82) 

Budget Function: Natural Resources and Environment: Water Resources (301 .O) 

GAO reviewed the status of the Army Corps of Engineers’ 
Lake Pontchartrain Hurricane Protection Project which is in- 
tended to provide hurricane protection to the Greater New 
Orleans metropolitan area. Because of environmental and 
other issues, the Project which was to be completed in 1978 
is only half finished. 
Findings/Conclusions: GAO found that the Corps is consid- 
ering changing its original plan of barrier structures and 
some low levees to one requiring much higher levees with 
no barriers, an alternative which is less costly and less detri- 
mental to the environment. However, besides engineering 
and environmental concerns, there are also other unresolv- 
ed problems on the project Because no project plan has 
been formally adopted, cost estimates are inaccurate and, 
due to limited funds, current financing has not been as- 
sured by the local sponsors. In addition, costly work at the 
drainage canals has not been reported to Congress. 
Recommendations to Agencies: The Secretary of the Army, 
to resolve environmental and technical issues, should re- 
quire the Chief of Engineers to develop an acquisition strat- 
egy plan, and after approval, work closely with local spon- 
sors to acquire the necessary rights-of-way, easements, and 
construction priorities for the remaining portions of the 
Project 
ZXatus: Action completed. 
The Secretary of the Army, to resolve environmental and 
technical issues, should require the Chief of Engineers to 
develop a technical approach to construction at the 
drainage canals which can be implemented and which has 
concurrence from local sponsors. 
Status: Action completed. 
The Secretary of the Army, to resolve environmental and 
technical issues, should require the Chief of Engineers to 
develop specific milestones for completion of the remain- 
ing portions of the Project. 
status: Action in process. 
The Secretary of the Army, to ensure adequate financing by 

local sponsors of their share of project funding, should re- 
quire the Chief of Engineers to estimate the cost to local 
sponsors if the high-level plan is adopted or if the barrier 
plan is retained and to obtain local sponsors’ concurrences 
on financial shares to be borne by them. 
status: Action completed. 

Agency Comments/Action 

The Assistant Secretary of the Army (Civil Works), in a letter 
dated November 2, 1983, concurred with all of the recom- 
mendations. Regarding an acquisition strategy for selecting 
a plan to complete the project, the Assistant Secretary stat- 
ed that corrective actions on the engineering and environ- 
mental concerns cited by GAO are being taken and that 
currently the change in plan is moving forward as rapidly as 
procedural requirements and sound engineering, econom- 
ic, and environmental considerations will permit. He also in- 
formed GAO that the Corps has developed a conceptual 
plan for protection at the drainage canals which local in- 
terests agree deserves further study. The project plan has 
been revised to include the estimated cost and a construc- 
tion schedule for this work, and Congress will be apprised 
of this in the Corps’ FY 1985 budget submission. With 
respect to establishing specific milestones for development 
of a plan for completing the project and for subsequent ex- 
ecution of that plan, the Assistant Secretary noted that the 
study and determination for adopting a plan is nearing 
completion. He further noted that, subject to satisfying vari- 
ous procedural and administrative requirements, it is now 
estimated that construction on the revised plan could begin 
before the end of FY 1984 and that, on this basis, comple- 
tion of the entire project could be achieved by the year 
2000. Meanwhile, the completion date will be controlled by 
levee construction which will likewise be influenced to an 
extent by national and local priorities which tend to limit the 
rate of project funding. 



CORPS OF ENGINEERS (CIVIL FWKi-IIONS) 

Federal involvement in the Mount St. Helens Disaster: Past Expenditures and Future Pleeds 
(WED-83-16, 71-15-82) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Disaster Relief Act. Supplemental Appropriations and Rescission Act, 1980 (P.L. 96-304). Urgent 
Supplemental Appropriations Act of 1982 (P.L. 97-2 16). 

GAO reviewed problems related to the Mount St. Helens 
disaster and attempted to determine whether the experi- 

ence could be useful to the Government in dealing with fu- 

ture disasters. 
Findings/Conclusions: Within weeks of the disaster, 
Congress appropriated $946 million in response to re- 
quests from 12 Federal agencies for cleanup and recovery 
funds. However, the appropriations language did not restrict 
the use of the funds to the Mount St Helens disaster. GAO 
found that 6 of the 12 agencies had substantially overes- 
timated their Mount St. Helens needs at a total of more than 
one-half million dollars and had used or were planning to 
use the excess funds on other disasters. Five other agencies 
had exhausted their disaster funds and had to reprogram 
funds from other activities, obtain additional appropriabons. 
or suspend Mount St. Helens recovery efforts. GAO found 
that the Army Corps of Engineers’ information supportrng 
its future funding needs significantly overstated both the 
probable effects of future flooding around Mount St. Helens 
and resulting economic losses. GAO calculated that losses 
in the absence of river dredging and maintenance may be 
as high as $400 million, but would likely be only several mil- 
lion dollars, rather than the $1.9 billion estimated by the 
corps. 
Recommendations to Congress: Congress should direct 
that the statutory appropriations language clearly spell out 
the intended use of the disaster relief funds, the length of 
time the funds are to be committed or their intended use, 
and the disposition of any unused funds. 
Status: No action initiated. Date action planned not known. 

Congress should designate a lead agency such as the Fed- 
eral Emergency Management Agency to coordinate the use 

of and, if necessary, the sharing of specific major disaster 
funds among the Federal agencies. 
Status: No action initiated. Date action planned not known. 

Congress should approve funds only for emergency or oth- 
er immediately needed maintenance work for dredging and 
flood control related to the Mount St. Helens disaster, until 
the Corps of Engineers provides more reliable information 
on its long-range needs for Mount St Helens recovery. 
Status: Action in process. 

Recommendations to Agencies: The Secretary of the Army 
should direct the Chief of Engineers to use more realistic 
assumptions relating to the probability of failure of the high- 
way and railroad bridges over the Toutle River, and to the 
potential economic losses to the regron if the bridges do 
fail, in making the Presidentially directed study of the long- 
term impacts and future funding needs for Mount St. 
Helens recovery. 
Status: Action completed. 

Agemy coil3ments/Action 

The Assistant Secretary of the Army (Civil Works), in a letter 
to the Comptroller General dated March 1, 1983, concurred 
with the recommendation that the Corps of Engineers use 
more realistic assumptions in reassessing future needs. He 
has requested the Chief of Engineers to use the most prob- 
able estimate of benefits and costs of the alternative strate- 
gies being evaluated. 
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OFFICE OF THE IN%PECTOW GENERAL 

Better Management Woulcf Improwe the Effectiveness of the District of Columbia’s ADP Resources 
(GGD-8247, 3-12-82) 
Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Self-Government and Governmental Reorganization Act (District of Columbia) (P.L. 93-198; 87 Stat. 
774). B-l 92623 (1978). 

GAO reviewed the problems which the District of Columbia 
iS experiencing in managing and using its automatic data 
processing (ADP) resources. 

FindingslConcluslons: The cost of programs managed or 
controlled with information maintained by computers is a 
significant portion of the District’s operating budget. How- 
ever, inadequate management practices have reduced the 
effectiveness of this support, affected agency and ADP 
operations, adversely affected service to the public, and 
resulted in wasted city funds. The District has not estab- 
lished formal policies, standards, or procedures for long- 
range planning, software development and maintenance, 
contracting for software development, or computer per- 
formance evaluation. The District has been steadily losing 
experienced ADP personnel and has found it hard to attract 
qualified replacements. Lifting a residency requirement for 
employees and recruiting efforts have helped, but the Dis- 
trict still needs career development and training programs 
to attract and retain staff and attain high quality operations. 
The District’s Office of the Inspector General has not 
evaluated the economy, efficiency, and effectiveness of the 
many ADP systems and computer centers which support 
District programs and services to the public. Such evalua- 
tions are essential to ensure that ADP resources are proper- 
ly acquired, managed and used, that sofhvare systems are 
accurate and reliable, and that adequate support is provided 
to District agencies. The District has initiated action to begin 
correcting these problems; however, it needs to do more to 
develop its management organization and processes to 
solve its ADP problems. 

Recommendations to Agencies: The Mayor of the District of 
Columbia should direct the City Administrator to establish a 
coordinated ADP planning process for the city government. 
Status: Action in process. 

The Mayor of the District of Columbia should direct the City 
Administrator to require District agencies that use ADP re- 
sources to prepare and submit long-range plans. 
Ststus: Action in process. 

The Mayor of the District of Columbia should direct the City 
Administrator to prepare a long-range ADP plan for the Dis- 
trict government. 
Status: Action in process. 

The Mayor of the District of Columbia should direct the City 
Administrator to update the long-range plans for each 
agency and for the District government at least annually. 
The plans should include agencies’ informatron and ADP 
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needs, proposed software systems projects, costs and ben- 
efits, priorities, workloads, and equipment and personnel re- 
quired to support the workloads. 
Status: Action in process. 
D.C. General Hospital should, as appropriate with its status 
as an independent agency: (1) establish a coordinated ADP 
planning process; (2) prepare and submit long-range plans; 
(3) and prepare a long-range ADP plan. These plans should 
be updated annually and should include information and 
ADP needs, proposed software system projects, costs and 
benefits, priorities, workloads, and equipment and person- 
nel required to support the workloads. 
Status: Action in process. 

The University of the District of Columbia should, as appro- 
priate with its status as an independent agency: (1) establish 
a coordinated ADP planning process; (2) prepare and sub- 
mit long-range plans; (3) and prepare a long-range ADP 
plan. These plans should be updated annually and should 
include information and ADP needs, proposed software sys- 
tem projects, costs and benefits, priorities, workloads, and 
equipment and personnel required to support the work- 
loads. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the City 
Administrator to establish a comprehensive management 
process and related policies, standards, and procedures for 
software development, software maintenance, and comput- 
er performance management. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the City 
Administrator to establish policies, standards, and pro- 
cedures for software development contracting which incor- 
porate the methodology and standards in the city’s software 
development policies, standards, and procedures. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the City 
Administrator to require District agencies which use ADP 
resources to implement these policies, standards, and pro- 
cedures. 
Status: Action in process. 

The University of the District of Columbia should, as appro- 
priate with its status as an independent agency: (1) establish 
a comprehensive management process and related poli- 
cies, standards, and procedures for software development, 
software maintenance, and computer performance man- 
agement; (2) establish policies, standards, and procedures 
for software development contracting which incorporate the 
methodology and standards in its software development 



policies, standards, and procedures; and (3) implement 
these policies, standards, and procedures. 
Status: Aclion in process. 

The Mayor of the District of Columbia should direct the City 
Administrator to establish career development programs 
that will identify careers, positions, and salaries; specific 
knowledge, skills, and abilities needed at each stage of the 
career ladder; alternative career paths for each type of em- 
ployee; and the knowledge, skills, and experience required 
for advancement 
Status: Action in process. 
The Mayor of the District of Columbia should direct the City 
Administrator to establish training policies and programs 
for the various career paths to ensure an adequate supply of 
properly trained employees and to enhance the District’s re- 
cruiting position. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the City 
Administrator to require District agencies to regularly 
prepare training plans and budgets for training consistent 
with current and future operational needs. 
status: Action in process. 

The University of the District of Columbia should, as appro- 
priate with its status as an independent agency: (1) establish 
career development programs that will identify careers, po- 
sitions, salaries, specific knowledge, skills, and abilities 
needed at each stage of the career ladder, alternative career 
paths for each type of employee, and the knowledge, skills, 
and experience required for advancement; (2) establish 
training policies and programs for the various career paths 
to ensure an adequate supply of properly trained employees 
and to enhance its recruiting position; and (3) regularly 
prepare training plans and budgets for training consistent 
with current and future operational needs. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the In- 
spector General to provide sufficient training to staff to en- 
sure they have the knowledge and skills needed to evaluate 
ADP operations. 
Status: Action in process. 
The Mayor of the District of Columbia should direct the In- 
spector General to periodically evaluate the economy, effi- 
ciency, and effectiveness of the city’s ADP operations, com- 
puter centers, and automated systems. 
Status: Action in process. 

Agency Comments/Action 

Under Reorganization Plan No. 5, expected to be imple- 
mented by March 1984, the District intends to centralize re- 
sponsibility for ADP activities in the newly formed Depart- 
ment of Administrative Services. This will mark the first time 
such responsibility will be so centralized. 
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OFFICE OF THE MAYOR 

improved Billing and Collection Activities Would Increase District of Colombia’s Revenues 
(GGD-82-68, 8-6-82) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (852.0) 
Legislative Authority: Self-Government and Governmental Reorganization Act (District of Columbia). P.L. 94-399. 

GAO evaluated the District of Columbia’s efforts to record, 
bill, and collect accounts receivable and found that two- 
thirds of the accounts receivable of three agencies were de- 
linquent. 
Findings/Conclusions: GAO found that the collection ac- 
tions taken by the agencies were frequently untimely, incon- 
sistent. and poorly documented. In addition to moneys 
owed, there is a continuing problem of overpayments in- 
volving public assistance, personal and home care, day 
care, and foster care. GAO found that there are individuals 
currently being paid for providing care under these pro- 
grams who have been overpaid and that the Department of 
Human Services (DHS) has not offset against current pay- 
ments to help collection. Billing delays due to lack of collec- 
tion criteria and lack of staff have caused accounts to age 
and made them more difficult to collect. A major problem 
related to all District collection and billing processes is that 
there are no District-wide procedures which require specific 
actions. 

Recommendations to Agencies: The Mayor of the District of 
Columbia should require that all agencies take timely, con- 
sistent action to collect all accounts. 
Status: Action in process. 
The Mayor of the District of Columbia should require that all 
agencies document billing and collection actions taken on 
each account. 
Status: Action in process. 
The Mayor of the District of Columbia should require that all 
agencies notify the credit bureau when accounts become 
uncollectible. 
Status: Action in process. 
The Mayor of the District of Columbia should require that 
the D.C. Controller monitor and periodically test agencies’ 
billing and collecting activities to make sure that timely ac- 
tion is being taken. 
Status: Action in process. 
The Mayor of the District of Columbia should require that 
DHS, the Department of Environmental Services (DES), 
and the Department of Transportation follow up on delin- 
quent accounts by taking aggressive collection actions 
which include at a minimum sending three collection letters 
at not more than 30-day intervals. 
Status: Action in process. 
The Mayor of the District of Columbia should require that 
DHS maximize its colletion efforts by collecting new delin- 
quent accounts and continue collection action on those 
making payments and pursue collection of o!d delinquent 
accounts as time permits. 
Status: Action in process. 
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The Mayor of the District of Columbia should make sure 
that other agencies not covered by the GAO review take ag- 
gressive collection action to collect all outstanding delin- 
quent accounts. 
Status: Action in process. 
The Mayor of the District of Columbia, within the framework 
of his statutory authority and, as appropriate, should require 
that DHS attempt tb collect all overpaid public assistance 
cases using collection letters, Corporation Counsel, collec- 
tion agencies, offset, and other means as applicable. 
Status: Action in process. 
The Mayor of the District of Columbia, within the framework 
of his statutory authority and, as appropriate, should require 
that DHS implement guidelines to assist the Office of In- 
spection and Compliance in processing and collecting 
overpaid public assistance cases. 
Status: Action in process. 
The Mayor of the District of Columbia should direct DHS to 
collect overpayments through offset from those individuals 
who have been overpaid in the past and who are again pro- 
viding services and receiving pay from the District. 
Status: Action in process. 
The Mayor of the District of Columbia should di:ect DHS to 
include social security numbers on future overpayment no- 
tifications to make identification easier should overpaid in- 
dividuals leave the programs and return later. 
Status: Action in process. 
The Mayor of the District of Columbia should direct DHS to 
compare now, and periodically thereafter, names and ad- 
dresses of overpaid individuals with the computer payroll to 
identify those who left the program and reentered under a 
different payroll number. 
Status: Action in process. 
The Mayor of the District of Columbia should require that 
the Bureau of Payments and Collections Payroll Branch for- 
ward a copy of each overpayment notification it prepares to 
applicable program officials. 
Sfatus: No action initiated. Date action planned not known. 

The Mayor of the District of Columbia should direct DHS to 
require officials in personal care services, in-home support, 
day care services, and foster care to: (1) flag case files of 
overpaid workers using a color scheme or other system to 
readily identify those who have received overpayments; (2) 
execute an agreement to withhold amounts from future pay 
when overpaid individuals reenter the programs (if they will 
not sign an agreement, do not let them reenter the pro- 
gram); and (3) not@ the collection agents when overpaid 
individuals reenter the programs. 
Sfafus: Action in process. 



The Mayor of the District of Columbia should require DHS 
to place the reordering of blank bill forms under a forms 
management program which will include reordering on a 
systematic basis so that forms will be available when need- 
ed. 
Status: Action in process. 
The Mayor of the District of Columbia should require DHS 
to transfer DHS printing budget authority to the Department 
of General Services early in the fiscal year so that reorders 
will not be delayed. 
Status: No action initiated. Date action planned not known. 

The Mayor of the District of Columbia should require DHS 
to establish procedures to annually review and adjust the 
per diem rate charged District residents at St. Eliiabeths 
Hospital so that the rate would be geared to recover at least 
the amounts the District pays to St. Elizabeths. 
Status: Action completed. 
The Mayor of the District of Columbia should require DHS 
to take immediate action to bill and collect inactive medical 
vendor accounts. 
Status: No action initiated. Date action planned not known. 

The Mayor of the District of Columbia should require DHS 
to transfer outstanding balances from the old medical ven- 
dor billing system to the new billing system for those ven- 
dors already in the new system and for those vendors with 
outstanding balances that enter the new system at a later 
date. 
Status: No action initiated. Date action planned not known. 

The Mayor of the District of Columbia should require DHS 
to require the Office of Health Care Financing to forward 
monthly lists of new vendors to the Delinquent Accounts 
Section so that collection attempts will be coordinated rath- 
er than duplicated. 
Status: No action initiated. Date action planned not known. 
The Mayor of the District of Columbia should require DES 
to establish procedures to achieve prompt mailing of bills 
for water meter repairs. 
Status: Action in process. 

The Mayor of the District of Columbia should provide writ- 
ten guidelines requiring agencies to develop internal coliec- 
tion procedures which include aggressive action on a timely 
basis, with effective followup, to collect funds due the Dis- 
trict 
Status; Action in process. 

The Mayor of the District of Columbia should have DHS 
amend its collection procedures to provide for at least three 
collection letters on all overdue accounts; to take timely col- 
lection action that starts not more than 30 days after the ini- 
tial bill is sent and continues at not more than 30-day inter- 
vals; to use collection agencies regardless of the amount 
owed; and ‘to report unpaid amounts to the credit bureau. 
Status: No action initiated. Date action planned not known. 

The Mayor of the District of Columbia should direct DHS to 
change its procedures to require write-off approval by the 
Inspector General or a high District official. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The District’s February 18, 1983, response was provided 
to GAO on June 8,1983. The District’s response was very 
general, although it did agree to establish guidelines and 
standards for billing and collection and did n&e an in- 
crease in the billing rate for St. Elizabeths Hospital pa- 
tients. The District has implemented plans developed in 
response to other GAO report recommendations which 
impact favorably on billing and collection activities. A De- 
cember 1983 (District) report indicates improved billing 
and collection efforts, use of collection agencies, and im- 
plementation of an Automated Revenue Management 
Control System. 
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DISTRICT OF COLUMBIA 

Some District Agencies Deposit Receipts Timely: Others Need To /mprove 
(GGD-83-14, l-13-83) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (852.0) 
Legislative Authority: Self-Government and Governmental Reorganization Act (District of Columbia) (P.L. 93-198; 87 Stat. 
774). D.C. Code $29-399.31. DC. Code $29-399.22. D.C. Code 929-348. D.C. Code 029-398. D.C. Code 829-585. 

GAO reviewed the processing and depositing of receipts in 
the District of Columbia Treasury by several District agen- 
cies. 
Findings/Conclusions: GAO found that some District agen- 
cies are processing and depositing receipts promptly while 
other agencies are slower in handling collected funds, 
resulting in lost interest income, mishandling, theft, and de- 
lays. In its review of seven agencies, GAO found that the De- 
partment of Environmental Services and the D.C. General 
Hospital were more prompt in making deposits than the 
Departments of Housing and Community Development 
(DHCD); Licenses, Investigations, and inspections (DUI); In- 
surance; and the Recorder of Deeds. Sufficient data were 
not available for the Department of Transportation’ s Mis- 
cellaneous Trust Fund deposits. GAO learned that the Dis- 
trict has not promulgated citywide standards concerning 
the timeliness and frequency of agency receipts processing, 
although standards are common elsewhere. GAO noted 
that: (1) U.S. Treasury requirements state that Federal 
agencies deposit receipts with the Treasury on a timely 
basis and design their processing system to separate pay- 
ments received from accompanying documents at initial 
processing; (2) GAO standards for Federal agencies sug- 
gest prompt deposit of receipts; and (3) the Municipal Fi- 
nance Officers Association’s Guide states that cash manag- 
ers should establish written procedures for ail deposits. 
GAO stated that these concepts are applicable to local gov- 
ernments. Although District agencies have developed their 
own procedures for handling receipts in the absence of city- 
wide standards, GAO stated that these procedures do not 
ensure prompt deposit 
Recommendations to Agencies: The Mayor, District of 
Columbia, should direct the D.C. Treasury to complete and 
distribute written standards and guidelines detailing the pro- 
cedures agencies must follow in processing incoming re- 
ceipts. 
Status: Action in process. 

The Mayor, District of Columbia, should direct the D.C. 
Treasury to instruct DUI and the Department of insurance 
to remove checks from accompanying paperwork at the 
earliest stages of processing. 
Status: Action in process. 

The Mayor, District of Columbia, should direct the D.C. 
Treasury to direct DHCD and D.C. General Hospital to cen- 
tralize collection of receipts. 
Status: No action initiated. Date action planned not known. 

The Mayor, District of Columbia, should direct the D.C. 
Treasury to require District agencies to log in and date- 
stamp ail receipts. 
Status: Action in process. 
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The Mayor, District of Columbia, should direct the D.C. 
Treasury to direct the Recorder of Deeds to publish a listing 
of the most common errors made in preparing annual re- 
ports which cause these reports to be rejected. 
Status: Recommendation no longer valid/action not intend- 
ed. The District does not agree that the listing would be 
helpful. 
The Mayor, District of Columbia, should direct the D.C. 
Treasury to require the Department of Insurance to include 
on the instruction sheet sent with applications for new 
licenses the same information about typing the form as ap- 
pears on the rejection letter. 
Status: Recommendation no longer valid/action not intend- 
ed. The District believes that the current instructions are 
adequate. 
The Mayor, District of Columbia, should direct the D.C. 
Treasury to direct ail agencies to deposit checks payable for 
incorrect amounts and make necessary accounting adjust- 
ments later. 
Status: Recommendation no longer valid/action not intend- 
ed. The District does not agree that all checks should be 
handled in this manner and prefers to make no change. 
The Mayor, District of Columbia should seek enactment of 
legislation to amend section 29-399 of the D.C. Code so as 
to require that the fee required for annual reports be paid at 
the time the report is tendered for filing. 
Status: Recommendation no longer valid/action not intend- 
ed. The District does not agree that the legislation needs 
amendment. 
The Mayor, District of Columbia, should seek the enact- 
ment of legislation to amend section 29-585 so as to pro- 
vide that if the Mayor finds that the annual report does not 
conform to law, he shall either promptly return the same to 
the corporation for any necessary corrections or, where ap- 
propriate, notify the corporation that additional documents 
be filed. 
Status: Recommendation no longer valid/action not intend- 
ed. The District does not agree that the legislation needs 
amendment. 
The Mayor, District of Columbia, should direct the D.C. In- 
spector General to analyze the Department of Finance and 
Revenue processing of incoming receipts to determine how 
efficiently the receipts are being deposited. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The District did not respond specifically to all of the recom- 
mendations in commenting on the draft report. GAO re- 
ceived the District’s go-day comments on October 5, 1983. 



The District agreed to further study the need for District- 
wide guidelines. It agreed with the recommendation to re- 
move checks from related papenvork at the earliest stage of 
processing for one District department and to study the 
processing for another. The District did not agree with the 
recommendations to publish a list of the most common er- 
rors requiring the return of certain filings for correction or to 
clarify certain forms to be filed by applicants. 
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DISTRICT OF COLUMBIA 

DEPARTMENT OF HUMAN SERVICES 

Improvements Needed in the District’s General Public Assistance Program 
(GGD-83-13, 3-3-83) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (852.0) 
Leglslatlve Authority: District of Columbia Public Assistance Act of 1962 (P.L. 87-807). District of Columbia Dep’t of Hu- 
man Resources Policy Handbook. 

GAO reviewed the District of Columbia’s General Public As- 
sistance (GPA) program and recommended specific action 
which it believes will enhance the District’s administration of 
the program. 
Findings/Conclusions: GAO found that some recipients 
worked and earned income in excess of allowable earnings 
or received unemployment compensation while they re- 
ceived GPA benefits. Increased use of the reports which list 
recipients who may have earned wages or received unem- 
ployment compensation will ensure that correct payments 
are made to eligible recipients. Also, recipients need to be 
adequately informed of the program’s eligibility require- 
ments and the consequence of failure to report changes in 
their medical conditions or social status. Many recipients 
should not have been certified to receive GPA either be- 
cause they were ineligible or because sufficient information 
was not available to make a determination of eligibility. 
Guidelines have not been developed to assist the District’s 
Medical Review Team (MRT) in making determinations for 
GPA eligibility. In addition, since recipients referred for Sup- 
plemental Security Income (SSI) are not regularly certified, 
many continue to receive GPA benefits without a current 
medical evaluation. A GAO analysis of a sample of judg- 
mentally selected cases showed that data concerning other 
recipients’ periods of eligibility are not being accurately en- 
tered into the computer data base. 
Recommendations to Agencies: The Mayor should instruct 
the Department of Human Services (DHS) Director to es- 
tablish procedures to require that all Match Recipient Re- 
ports (MRR’s) be reviewed. Such reviews can be accom- 
plished by distributing MRR’s to caseworkers for preliminary 
review before complete investigation by the Office of Eligi- 
bility Review. 
Status: Action in process. 
The Mayor should instruct the DHS Director to prepare 
monthly MRR’s for GPA recipients who received unemploy- 
ment compensation benefits. 
Status: Action in process. 

The Mayor should instruct the DHS Director to develop 
guidelines for use by MRT for determining medical eligibility 
for GPA benefits. 
Status: Action in process. 

The Mayor should instruct the DHS Director to devise a new 
form, or revise existing forms, to strengthen the procedures 
concerning the requirement that recipients report changes 
in their medical condition or social status and the conse- 
quences of not reporting such changes. 
Status: Action in process. 
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The Mayor should instruct the DHS Director to review all 
cases referred for SSI every 3 months and those cases 
determined not eligible for SSI should be reviewed for re- 
certification for continued GPA benefits. Periodic reports 
should be made to management on the number of cases 
pending and the status of case reviews. 
Status: Action in process. 

The Mayor should instruct the DHS Director to ensure that 
all information concerning recipients’ eligibility expiration 
dates in the computer data base is accurate and that all 
cases with past-due expiration dates are reviewed. 
Status: Action in process. 

The Mayor should instruct the DHS Director to emphasize 
to caseworkers the need to forward all medical reports to 
the MRT when they are received. 
Status: Action in process. 

The Mayor should instruct the DHS Director to seek author- 
ity to discontinue assistance in those cases where the recipi- 
ent offers inadequate justification for refusing to act on re- 
ferrals for training or treatment. 
Status: Action in process. 
The Mayor should instruct the DHS Director to implement 
procedures requiring followup and exchange of data on re- 
cipients referred for training/treatment. 
Status: Action in process. 

The Mayor should instruct the DHS Director to implement a 
quality control system for the GPA program. 
Status: Action in process. 

The Mayor should instruct the DHS Director to prepare and 

issue a procedure manual for the day-to-day operations of 
the GPA program. 
Status: Action in process. 

Agency Comments/Action 

The District of Columbia Government is required to 
respond to GAO recommendations under the provisions of 
the District of Columbia Self-Government and Govemmen- 
tal Reorganization Act (Section 736(b)). The Mayor, in his 
response, dated June 6, 1983, indicated that, while a 
number of legislative and administrative proposals are be- 
ing evaluated by the City Council to address the types of in- 
dividuals, needs, and costs associated with the General 
Public Assistance Program, DHS is developing interim pro- 
cedures to improve daily operations. None of the actions 
have been verified by GAO. 



DISTRICT OF COLUMBIA 

Lessons Can Be Learned From Corrections’ Reduction-In-Force Resulting From Budget Cutbacks 
(GGD-83-22, 3-9-83) 

Budget Function: Administration of Justice: Federal Correctional Activities (753.0) 
Leglslatlve Authority: F.P.M. ch. 351, Sl-6. F.P.M. ch. 351, Sl-7. F.P.M. CR. 351, Sl-8. 

GAO reported on its review of the impact on the District of 
Columbia Department of Corrections of reduction-in-force 
(RlF) and budget cutbacks. 
Flndings/Concluslons: Although Corrections officials had 
forecast major problems in agency operations, including in- 
stitutional security, as a result of the cuts, GAO found that 
Corrections adequately coped with the situation when the 
RIF was implemented. The loss and shortage of correction- 
al officers, program personnel, equipment, and supplies 
disrupted operations for a while, but Corrections made the 
necessary adjustments over several months. However, when 
the hiring freeze was lifted, security staff shortages contin- 
ued for more than a year because of unresolved problems 
between Corrections and the D.C. Office of Personnel. 
Corrections officials stated that there was an extraordinary 
slowness in the processing of personnel papers in the Of- 
fice of Personnel, despite the fact that there were sufficient 
applicants and sufficient funds to pay them. GAO believes 
that the worst effect of the RlF and budget cut-backs was 
the lowering of staff morale. The damage was magnified 
because of: (1) the length of time between first knowledge 
of the RlF and the final listing of the individuals affected; (2) 
frequent changes in the number of those who would be af- 
fected; and (3) the lack of clear and reliable information 
available to the employees. GAO also found that Correc- 
tions and the Office of Personnel did little to help the 
separated correctional officers find other correctional jobs. 
Recommendations to Agencies: The Mayor should require 

the Department of Corrections and the D.C. Office of Per- 
sonnel to jointly develop a plan to deal with circumstances 
when the likelihood of a RIF arises. The plan should provide 
for: (1) improving communications with employees likely to 
be affected by making better use of existing information 
channels, such as the Department’s monthly newsletter, to 
inform staff of administrative decisions that affect them, 
particularly when job security, career advancement, or simi- 
lar vital issues are involved; (2) frequent written communi- 
cations to explain changing circumstances as quickly and 
completely as possible; and (3) developing special pro- 
grams to provide training, counseling, and assistance to 
help employees who are affected by budgetary cutbacks. 
§fatus: No action initiated. Date action planned not known. 
The Mayor should require the D.C. Office of Personnel to 
consider whether plans for other departments within the 
D.C. Government should be developed. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The agency stated that, although necessary cutbacks did 
result in temporary disruptions in service, adequate security 
was maintained throughout the period. The agency realized 
that the negative impact of such large-scale reductions can 
be minimized, but does not plan to implement reductions- 
in-force of this magnitude in the near future. 



DISTRICT OF COLUMBIA 

The District of Columbia Can Pay More Vendors on Time 
(GGD-83-38, 4-l-83) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (852.0) 
Legislative Authority: Prompt Payment Act (P.L. 97-l 77). 

GAO identified problems that the District of Columbia ex- 
periences in making timely payments to vendors; it also es- 
timated costs to both the District and its vendors resulting 
from untimeiy payments. 
Findings/Conclusions: GAO estimated that, in fiscal year 
1981, only 28 percent of the District’s vendor payments 
were paid within 30 days which resulted in a loss of about 
$383,000 in purchase discounts. Late payments also cost 

vendors an estimated $612,000 for lost investment income 
or borrowing expenses. GAO believes that late payments 

damage the District’s reputation, erode its competitive base 
and may result in higher prices, poorer quality goods and 

services, and fewer discounts. Although the District elim- 
inated late utility bill payments by centralizing the payment 
function in the Department of General Services, this created 
lost investment earnings due to early payments, which were 
estimated at about $204,000 over a l-year period. 
Recommendations to Agencies: The Mayor, District of 
Columbia, should assign responsibility to the Office of the 
Controller for improving District-wide vendor payment per- 
formance and require the Controller to perform postaudits 
to ensure compliance with established procedures, policies, 
and internal controls. 
Status: Action in process. 

The Mayor, District of Columbia, should assign responsibil- 
ity to the Office of the Controller for improving District-wide 
vendor payment performance and require the Controller to 
proceed with implementation of a vendor information sub- 
system in the Financial Management System. 
Status: Action in process. 

The Mayor, District of Columbia, should assign responsibil- 
ity to the OffIce of the Controller for improving District-wide 
vendor payment performance and require tie Controller to 
emphasize the importance of agencies’ processing pay- 
ments quickly so bills can be paid on time and require 
priority handling of payments to vendors offering purchase 
discounts. 
Status: Action in process. 

The Mayor, District of Columbia, should assign responsibil- 
ity to the Office of the Controller for improving District-wide 
vendor payment performance and require the Controller to 
standardize all policies, procedures, and documents relating 
to the payment process and consolidate them in a single, 
comprehensive manual. 
Status: Action in process. 

The Mayor, District of Columbia, should assign responsibil- 

ity to the Office of the Controller for improving District-wide 
vendor payment performance and require the Controller to 

develop time standards for the payment process, generate 
Financial Management System reports on the timeliness of 

payments and on prompt payment discounts lost and tak- 
en, and monitor and report on the billpaying performance 
of individual agencies. 
Status: Action in process. 

The Mayor, District of Columbia, should assign responsibil- 
ity to the Office of the Controller for improving District-wide 
vendor payment performance and require the Controller to 
develop a plan to eliminate the delay caused by the cash 
management policy and replace it with a system that calcu- 
lates due dates and schedules payments to be made when 
due. The plan could be implemented over a period of time 
to minimize the impact of cash flow. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The District of Columbia Government is required to 
respond to GAO recommendations under the provisions of 
the District of Columbia Self-Government and Governmen- 
tal Reorganization Act, section 736(b). The Mayor, in his 
response dated July 11,1983, said that several actions have 
been taken or are in process to improve the payment proc- 
ess. However, the actions do not cover all of the recommen- 
dations. None of the actions were verified by GAO. 
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DISTRICT OF COLUMBN 

Improvements in Certain District of Columbia Public Schools’ Administrative Qperations 
(GGD-83-77, 7-28-83) 

Budget Function: General Purpose Fiscal Assistance: Other General Purpose Fiscal Assistance (852.0) 

GAO reviewed the emergency procurement of supplies for 
the repair and improvement of District of Columbia Public 
School buildings, the school system’s paperwork flow at the 
regional office level. It also conducted a limited review re- 
garding property and equipment controls. 
Findings/Conclusions: GAO found that, in fiscal year 1982, 
about 60 percent of the expenditures made by the school 
system for repair materials were through open market pur- 
chases at higher costs than if the materials were purchased 
through District or Federal Government supply sources. 
However, the school system is in the process of remodeling 
a building to serve as a warehouse, which will allow for bulk 
purchases from District or Federal Government supply 
sources. Under the new procedure of buying in large quan- 
tity, the number of purchase orders issued should also de- 
crease significantly. In a regional office review, GAO found 
that certain data collection and reporting functions can be 
eliminated by automation; the school system is planning a 
new information system which should reduce the paper- 
work flow. In addition, GAO found that the physical inven- 
tories of accountable property and equipment taken at 
schools and offices in 1982 have not been independently 
verified, and the system’s computerized inventory control 
system has not been updated since 1979. Actions have 
been taken or are underway in response to an inspector 
general’s report to improve the school system’s inventory 
management system. However, GAO believes that some 
verification of physical inventories and better recordkeeping 
is needed. 
Recommendations to Agencies: The Superintendent of the 
District of Columbia Public Schools should monitor the ac- 
tions being taken by the Division of Buildings and Grounds 

to ensure that the most competitive prices are received for 
all supply items to be stocked in the warehouse. Also, 
operations should be monitored to ensure maximum utili- 
zation of personnel who would be associated with the 
reduction in the purchasing workload. 
Status: Action in process. 

The Superintendent of the District of Columbia Public 
Schools should monitor the transition from manual to auto- 
mated operation of the student information system to en- 
sure the most effective utilization of personnel. 
Status: Action in process. 

The Superintendent of the District of Columbia Public 
Schools should complete the taking and reconciliation of 
physical inventories and require spot checks to establish the 
reliability or reporting data on inventories. In addition, the 
Superintendent should emphasize the requirement of re- 
porting all inventory acquisitions, especially those shipped 
directly to the using factory. 
Status: Action in process. 

Agency CZommentsiAction 

The Mayor of the District of Columbia is required to 
respond to GAO recommendations under the provisions of 
the Home Rule Act. The school system, a semi- 
autonomous body, is not covered by this requirement. Ac- 
cordingly, no further comments on this report are anticipat- 
ed because each of the recommendations was directed to 
the Superintendent. In commenting on the draft report, the 

Superintendent agreed with the recommendations and cit- 
ed the corrective actions planned to deal with them. 
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Many Water Quality Standard Violations May Not Be Significant Enough To Justify Costly Preventive Ac- 
tions 
(CED-80-86, 7-2-80) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legiktive Authority: Water Pollution Control Act. 

The Environmental Protection Agency (EPA) administers 
a Construction Grants Program under the Water Pollution 
Control Act to restore and maintain the quality of the Na- 
tion’s waters. EPA estimates that $10 billion will be need- 
ed through the year 2000 to construct advanced wastewa- 
ter treatment (AWT) facilities for municipal sewage for the 
program. GAO discussed wastewater treatment with Fed- 
eral and State water quality officials and consultants in the 
field. Each State has developed water quallty standards to 
protect its waterways and their uses. The standards help 
determine the type of wastewater treatment needed to 
protect waters for those uses. AWT. which may be re- 
quired in municipalities, is very expensive. Violation of a 
water quality standard may not always mean that signih- 
cant environmental, social, or public health damage has 
occurred. The scientific basis for the standard may be 
questionable, and the water may not be important to so- 
ciety. In many instances, municipalities are constructing 
treatment facilities which are more sophisticated than 
necessary to prevent predicted water quaky standard vio- 
lations. The mathematical models, upon which these 
predictions are based, produce highly uncertain results. 
The law does not require communities to consider ade- 
quately the costs of achieving water quality standards. An 
agency analysis of nine projects did not show the signifi- 
cance of the projects’ AWT to the environment, its effect 

on public health, its significance on established waterway 
uses, or the social significance or benefits of the projects. 
Findings/Conclusions: GAO found that the water quality 
standard setting process is questionable, modeling to 
determine violations is often imprecise and inexact, Feder- 
al funding is insufficient to achieve water quality standards 

for all waterways within a reasonable period of time, ob- 
taining downward reclassification from EPA is very dlffi- 
cult, and relating the impact of various treatment levels on 
water uses is difficult. GAO believes that AWT. with few 
exceptions, may not be justified at this time. GAO con- 
cluded that funding of AWT projects should be curtailed. 
Federal funds should not be spent to provide a level of 
treatment that produces such uncertain results. These fac- 
tors affect billions of dollars that have been or will be 
spent under the EPA Construction Grants Program. The 
standard setting process places tco much emphasis on 
preventing all types of water quality standard violations 
rather than just significant violations. 

Recommendations to Congress: Congress should consid- 
er amending the Clean Water Act to: (1) require explicitly 
a cost/benefits review to show whether AWT will result in 
significant water quality, social, or public health benefits 
before such projects can be funded; (2) require the States 
to do a cost/benefits analysis of effluent limitations more 
stringent than those required by the Act; (3) declare a 
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moratorium on AWT projects by withholding funding for 
wastewater treatment beyond secondary until EPA can 
clearly show what ecological, social, and public health 
benefits are being realized by the various levels of treat- 
ment beyond secondary; and (4) eliminate the require- 
ment for a margin of safety which compensates for the 
lack of knowledge concerning the relationship between ef- 
fluent limitations and water quality and include language 
in the Act to require that all treatment beyond secondary 
and costing $1 million or more must produce significant 
ecological and social or public health improvements. 
Status: No action initiated. Date action planned not 
known. 

Recommendations to Agencies: The Administrator, EPA, 
should establish criteria to determine the degree of 
modeling reliability that will be acceptable. 
Status: No action initiated. Date action planned not 
known. 

The Administrator, EPA, should require EPA regions to be 
more consistent in approving variances of water quality 
standards and downgrading water quality standards. 
Status: No action initiated. Date action planned not 
known. 

The Administrator, EPA, should develop specific criteria 
governing what constitutes an adequate and cost-effective 
water quality survey for justifying AWT projects. 

Status: No action initiated. Date action planned not 
known. 

The Administrator, EPA, should become more realistic 
and cost conscious about the attainability of water quality 
standards when a State has made a reasonable showing 
that standards are unattainable or too costly to attain. The 
Administrator should not impede the downgrading proc- 
ess with burdensome evidentiary requirements. 
Status: No action initiated. Date action planned not 
known. 

The Administrator, EPA, should reduce the cost criteria 
for what constitutes an “expensive” sewage plant. To a 
greater degree, the Administrator should accept State and 
local views that project costs are not commensurate with 
benefits 
Status: No action Initiated. Date action planned not 
known. 

The Administrator, EPA, should permit variances in reclas- 
sification criteria in cases where stream improvement re- 
quires treatment beyond secondary to meet water quality 
standards but where ecological and social or public health 
improvements are not significant enough to justify the 
costs of the improvements. 

Status: No action initiated. Date action planned not 
known. 



The Administrator, EPA, should require, when AWT is an 
issue, that at least two thorough surveys of the waterway 
be done: (1) one for calibrating the mathematical model; 
and (2) another for verifying the calibrated model. 
St&us: No action initiated. Date action planned not 
kIl0Wl-l. 

The Administrator, EPA, should develop material to help 
decisionmakers know the predictive accuracy of models 
used to justify AWT and establish minimum requirements 
for the predictive accuracy of these models. 
Status: No action initiated. Date action planned not 
kIlOWn. 

The Administrator. EPA, should revise the AWT revrew 
guidelines or, if necessary. suggest legislative changes to 
allow revisions to delete the provisions that allow projects: 
(1) not having significant water quality improvements to 
be funded because the projects will cost more if they have 

to be revised or redesigned to delete insignificant treat- 
ment processes; (2) to be exempted from the review 
process if they involve land treatment: and (3) to be ex- 
empted from the review process just because the State’s 
definition of “secondary treatment” is more stringent than 
that of EPA. 
Status: No action initiated. Date action planned not 
known. 

Agency Comments/Action 

EPA generally agreed that the GAO conclusions and 
recommendations were valid and said that it might pro- 
vide the guidance that GAO had recommended under 
certain circumstances. EPA provrded no target date as to 
when it might take action. 

313 



ENVIRONMENTALPROTECTIONAGENCY 
Wyoming Wastewater Treatment Facility Proves Unsuccessful 
(CED-81-94, 6-15-87) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Water Pollution Control Act Amendments of 1972 (Federal) (P.L. 92-500). Clean Water Act of 1977 
(P.L. 95-217). 

Pursuant to a congressional request, GAO investigated the 
circumstances surrounding the failure of the wastewater 
treatment facility in Thayne, Wyoming. 
Findings/Conclusions: The $1.15 million facility is now be- 
ing used by 106 sewage hookups in Thayne while the Star 
Valley Cheese Corporation (SVCC), for which the facility was 
principally designed, discharges its wastes directly into the 
local waterway. Throughout its history, the facility has been 
beset by problems. The spray irrigation system selected for 
the project was high-risk because it tended to ice up in the 
harsh winters and needed a high level of operation and 
maintenance. SVCC continually overloaded the facility’s ca- 
pacity to treat wastes. The project design was deficient in 
that both the storage pond and the land on which the treat- 
ed wastewater was sprayed were too small. The construc- 
tion company did a poor job: liners of the storage pond 
were improperly installed and the land receiving the sprayed 
water was improperly prepared. Operation and mainte- 
nance activities were neglected, and most of the new con- 
struction items provided for in a grant amendment were 
never installed. The system did not function properly to al- 
leviate the severe odor problems caused by the SVCC high 
discharge levels. Because the Environmental Protection 

Agency (EPA) did not adequately monitor the project: more 

than $11,000 in industrial cost recovery payments made by 
SVCC were not collected from Thayne; Thayne used 34 
percent of the modification and repair funds for architectur- 
al and engineering services, an amount far in excess of the 
grant agreement; and EPA may have overpaid the construc- 
tion, repair, and modification costs by about $95,000. 
Recommendations to Agencies: The Administrator of EPA 
should require the Region Vlll regional administrator to col- 
lect from Thayne the funds due the Federal Government for 
industrial cost recovery payments. 
Status: Action completed. 

The Administrator of EPA should require the EPA Inspector 
General to perform a comprehensive and detailed audit of 
all costs associated with the Thayne project. If ineligible or 
unsupported costs are found, EPA should recover these 
amounts. 
Status: No action initiated. Affected parties intend to act. 

Agency Comments/Action 

EPA agreed to perform the audit of the Thayne project. The 
mayor of Thayne sent the payment due to the Federal Gov- 
ernment for the industrial cost recovery paymments 
($14,875) to EPA in June 1982. 
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ENVIRONMENTAL PROTECTION AGENCY 

Hazards of Past Low-bevel Radioactive Waste Ocean Dumping Have Been Overemphasized 
(EMD-82-9, 1 O-2 l-8 1) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Leglslatlve Authority: Marine Protection, Research, and Sanctuaries Act of 1972 (P.L. 92-532). 

GAO evaluated the environmental and public health 
consequences of past ocean dumping of low-level ra- 
dioactive waste. Its report discussed Federal efforts to 
identify the extent of past ocean dumping, assure that it 
poses neither an environmental nor public health hazard, 
and insure that any possible future dumping is conducted 
safety and in an environmentally acceptable manner. 

FlndlngsKonclusions: GAO found that the Federal Gov- 
ernment has no complete and accurate catalog of infor- 
mation on how much, what kind, and where low-level nu- 
clear waste was dumped because detailed records were 
not required. An overwhelming body of scientific research 
and opinion shows that concerns over the potential public 
health and environmental consequences posed by past 
ocean dumping activity are unwarranted and overem- 
phasized. The Environmental Protection Agency (EPA) 
has been slow in developing low-level radioactive waste 
ocean dumping regulations. Although its current ap- 
proach is sound, improvements are needed in developing 
specific dumpsite monitoring requirements. The EPA 
program for developing ocean dumping regulations has 
been based primarily on monitoring prior dumpsites. The 
EPA program could be improved if the agency recognized 
the limited benefits of monitoring prior dumpsites and ful- 
ly utilized the results of extensive research and internation- 
al experience with the ocean disposal of low-level radioac- 

tive waste instead of relying on the results of agency- 
funded research projects and studies. Monitoring prior 
dumpsites is limited because of the lack of baseline data 
on the amounts of natural fallout-related radioactivity in 
the oceans, the small volume of low-level radioactive 
waste dumped at sea, and a lack of information on the 
specific contents and locations of the waste that has al- 
ready been dumped. 
Recommendations to Agencies: In addition to embracing 
the internationally established guidance, the Administrator 
of EPA should develop specific criteria for dumpsite mon- 
itoring and periodic monitoring requirements for all future 
dumpsites. 
Status: Action in process. 
The Administrator of EPA should terminate the ongoing 
dumpsite inventory project now being done by EPA staff. 
This action would recognize the numerous limitations of 
the information contained in the Federal records and 
avoid more elaborate searches for information which is 
nonessential to determining the consequences of past 
ocean dumping activities. 
Status: Action completed. 

Agency Comments/Action 

The agency agreed with both of the recommendations 
and intends to implement them as written. 
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ENVIRONMENTAL PROTECTION AGENCY 

User Charge Revenues for Wastewafer Tree&nerd P /ants--/ftsufficient To Cover Operation and Maintenance 
(CED-82-1, 72-2-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Leglslatlve Authority: Clean Water Act of 1977. Water Pollution Control Act (33 USC. 1251 et seq.). P.L. 64-600. 

Billions of dollars in Federal grants have been made to 
municipalities throughout the Nation to construct publicly 
owned wastewater treatment plants. Once the plants are 
constructed, municipalities are responsible for raising suf- 
ficient monies from system users to properly operate and 
maintain these plants. GAO made a review to determine 
whether user charge revenues collected by municipalities 
are sufficient to properly operate and maintain the treat- 
ment plants; whether such costs are fairly and equitably 
distributed among system users; and whether sufficient 
revenues are being generated to pay for replacing major 
capital items in the plants. 
FlndingslConcluslons: GAO found that half of the 36 mu- 
nicipal treatment plants, randomly selected for review, 
were not charging users enough to cover operation and 
maintenance costs and were relying on other municipal 
revenue sources for funds. Also, 40 percent were not 
charging all users their fair and equitable share of costs. 
Thus, the future successful operation of the costly treat- 
ment facilities may be in jeopardy, and the Nation’s clean 
water goals may not be achieved. Replacing the 
thousands of federally funded plants will require billions of 
dollars. Current Federal legislation is silent on the sources 
of funds for plant replacement. Only three of the munici- 
palities reviewed are now setting aside replacement funds. 
Twenty-three indicated that they would return to the Fed- 
eral Government for replacement funding. The need to 
eventually replace major equipment items can significantly 
strain local financial resources. Inequitable user charge 
systems allow a few users to benefit while many users pay 
excessive charges. GAO believes that such subsidies 
violate a basic intent of the user charge concept, equity. 
Fifteen of the 36 municipalities had not met the grant re- 
quirement of making a periodic review and of updating 
their user rates and classes to meet increased costs or 
changing operating conditions. Neither the Environmental 
Protection Agency nor the States have followup programs 
to verify a municipality’s compliance with user charge 
grant conditions, and no enforcement program exists un- 
der which penalties could be assessed for noncompliance. 
Recommendations to Congress: Congress should consid- 
er whether there will be further Federal participation in 
treatment plant replacement or whether plant replacement 
will become the responsibility of State and/or local gov- 
ernments. If Congress should decide that State and/or lo- 

cal governments are to be held responsible, these govern- 
ments must be made aware of this requirement so that 
they can begin planning for such future expenditures. 
Status: No action initiated. Date action planned not 
h0WI-L 

Recommendations to Agencies: The Administrator of the 
Environmental Protection Agency should incorporate, as 
part of the financial management guidance package, in- 
structions to the municipalities that clearly state: (1) the 
purpose of the user charge program; (2) that, except for 
ad valorem taxes, direct user charges are the only source 
of funding authorized for financing treatment plant opera- 
tion and maintenance expenses; (3) the need to review 
and revise the user charge system in accordance with 
Federal regulations and the grant agreement; and (4) the 
need to maintain the treatment plants’ financial integrity 
and self-sufficiency as envisioned by Congress. 
Status: Action in process. 
The Administrator of the Environmental Protection Agen- 
cy should incorporate, as part of existing operation and 
maintenance inspections and closeout financial audits of 
construction grants, a review of user charge system ade- 
quacy, including a review of the adequacy of reserve ac- 
counts for replacing major pieces of equipment con- 
sidered essential for continued plant operations. 
Status: Action in process. 
The Administrator of the Environmental Protection Agen- 
cy should incorporate the user charge system require- 
ments under the National Pollutant Discharge Elimination 
System permit program. 
Status: Action completed. 

Agency Comments/Action 

EPA generally agreed with the GAO recommendations. 
EPA plans to provide municipalities with additional guid- 
ance in user charge systems and to expand the agency’s 
review and oversight of user charge systems to insure 
their adequacy. EPA disagreed that user charge system 
requirements be incorporated under the National Pollutant 
Discharge Elimination System (NPDES) permit program. 
Instead, EPA has implemented a compliance improve- 
ment program to insure the adequacy of user charge sys- 
terns, especially those of municipalities in noncompliance 
with their NPDES permits. 
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ENVIRONMENTAL PROTECTION AGENCY 

EPA Slow in Confrolling PCB’s 
(CED-82-21, 12-30-81) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Toxic Substances Control Act. 

Various studies have associated the widely used polychlori- 
nated biphenyls (PCB’s) with a number of health problems. 
Industry has purchased over 1 billion pounds of PCB’s for 
use in electric transformers and capacitors. Since PCB’s 
have a potential for environmental harm, Congress passed 
a special provision under the Toxic Substances Control Act 
to control PCB’s. With certain exceptions, the Act prohibits 
the manufacture of PCB’s, limits their use, and requires the 
Environmental Protection Agency (EPA) to develop regula- 
tions to ensure proper marking of PCB materials and pre- 
scribe acceptable methods for disposal. Since PCB’s were 
the only chemicals Congress specifically identified for im- 
mediate EPA action, GAO initiated this review to determine 
how well the PCB control mandate has been implemented. 
Findings/Conclusions: GAO found that EPA missed by 
more than 7 months its congressionally mandated deadline 
for issuing rules on marking and disposing of PCB’s. In ad- 
dition, regulations for implementing the statutory ban on 
PCB’s were late by as much as 18 months. Tight rulemak- 
ing timeframes and complicated regulatory issues are fac- 
tors that contributed to the delays. EPA was not prepared to 
enforce regulations through a coordinated inspection pro- 
gram. Although progress has been made in developing 
such a program, additional improvements are needed to 
make better use of limited EPA inspection resources. EPA 
enforcement actions which are issued in response to viola- 
tions are processed slowly and do not encourage rapid or 
widespread compliance with PCB regulations. Since EPA 
does not have the additional resources to inspect all poten- 
tial PCB facilities, it must rely on the deterrent value of its 
penalties and voluntary industry efforts to help achieve 
compliance. However, penalties assessed in accordance 
with an agencywide penalty policy are reduced during set- 
tlement Such reductions may weaken the penalties’ deter- 
rent value and could be a strong indication that either the 
policy is not being applied properly or that the policy is in- 
correct. One of the EPA enforcement strategy objectives is 
to maximize voluntary compliance; however, its user aware- 
ness program is of limited scope. Another problem hinder- 
ing the initial EPA PCB control efforts was the lack of in- 
cinerators capable of destroying the large quantities of PCB. 
Only two commercial incinerators are available to handle 
the PCB waste disposal. 
Recommendations to Agencies: The Administrator of the 
Environmental Protection Agency should review the penalty 
policy and its application and, if necessary, revise it so that 
the limited EPA resources are used to penalize the most 

serious violations and that penalty reductions are limited. 
Status: Action in process. 
The Administrator of the Environmental Protection Agency 
should require that the industry awareness component of 
the strategy be expanded. 
Status: Recommendation no longer valid/action not intend- 
ed. According to EPA, budgetary /imitations prevent any 
expansion of the industry awareness program. However, 
the industry Assistance Office will continue to operate 
the program at its present level of activity. This includes 
updating guidance when appropriate and making infor- 
mation available upon request. 
The Administrator of the Environmental Protection Agency 
should develop a PCB enforcement strategy that encom- 
passes such areas as: (1) inspection priorities on a regional 
basis; (2) complete lists of potential PCB facilities within the 
targeted industries; and (3) target groups, such as 
transformer repair shops and waste oil dealers, which are 
not included among the strategy’s currently targeted indus- 
tries. 
Status: Action in process. 
The Administrator of the Environmental Protection Agency 
should periodically review the regional implementation of 
inspection strategies to help ensure that the most appropri- 
ate facilities are being inspected. 
Status: Action in process. 
The Administrator of the Environmental Protection Agency 
should develop and use an information system capable of 
assisting in program evaluation and oversight. This infor- 
mation system should contain such information as types of 
facilities inspected, the compliance rate of a given industry, 
and number of inspections resulting from complaints. 
Status: Action completed. 
The Administrator of the Environmental Protection Agency 
should require written interim notification of possible viola- 
tions to inspected facilities to speed the correction of the 
violation. 
Status: Action in process. 

Agency Comments/Action 

EPA stated that it generally agreed with the report’s recom- 
mendations and that most of the problems identified by 
GAO had already been recognized by EPA. Actions to im- 
plement most of the recommendations are in process. 
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ENVIRONMENTAL PROTECTION AGENCY 

Eflvironmenta~, Economic, and Political Issues /mpede Potomac River Cleanup Effotis 
(GGD-82-7, l-6-82) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Water Pollution Control Act. 33 USC. 1251 et seq. 

GAO reviewed the difficulties State and local governments 
and the Environmental Protection Agency (EPA) have ex- 
perienced over the past decade in implementing water 
quality programs in the Washington, D.C., metropolitan 
area. GAO selected the D.C. area for a case study concern- 
ing federally mandated water quality programs because 
many of the problems identified in this report are similar to 
those occurring in many other areas. The study cites three 
areas which have been created as a result of the difficulties 
of the past 10 years: (1) the program has been much more 
costly than originally expected and current Federal, State, 
and local fiscal constraints raise significant concerns re- 
garding the affordability of water quality standards; (2) 
meeting environmental standards creates a problem of 
sludge disposal which has not yet been satisfactorily 
resolved; (3) the need for the rigorous water quality stand- 
ards of the existing programs and the public benefits to be 
derived by additional investment to meet the standards 
have not yet been shown. 

Findings/Conclusions: GAO supports substantive changes 
in the planning and siting of wastewater treatment and resi- 
dues management facilities. Given the enormous costs of 
water pollution control programs and the impact that siting 
of wastewater treatment plants and residues management 
facilities have on the program’s economic and environmen- 
tal effectiveness, a regional approach to water quality plan- 
ning is desirable. Some local prerogatives must be sacri- 
ficed, and effective organizations for planning and imple- 
menting regional solutions must be created with responsi- 
bility and authority to make and implement decisions. Fed- 
eral, State, and local environmental agencies must consider 
their decisions on a comprehensive basis by assessing the 
trade-offs among the various programs and the impacts on 
the air, water, and land. GAO believes that EPA and State 
and local governments must give greater consideration to 
regional approaches to these problems allowing for more 
comprehensive and more achievable programs benefiting 
the economic and environmental factors involved. 

Recommendations to Congress: Congress should, in con- 
sidering reauthorization of and amendments to the Federal 
Water Pollution Control Act, retain the essential design of 
the Act’s regional planning provisions. Congress should 
also reemphasize that the Environmental Protection Agency 
requires, as necessary, regional planning and program im- 
plementation mechanisms for metropolitan areas as a 
prerequisite for them to obtain Federal water quality project 
grants. 
Status: Recommendation no longer valid/action not intend- 
ed. The amendment to the Act retained areawide plan- 
ning, but with a different approach than the two options 
GAO advocated. 
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Congress should consider alternative approaches if it deter- 
mines that the recommended optimal regional approach is 
not acceptable. These include: (I) requiring the Environ- 
mental Protection Agency to become a more active partici- 
pant and (2) eliminating regional planning as a Federal re- 
quirement, including Federal funding for such planning, 
and assessing projects on a case-by-case basis usrng as cn- 
teria available alternatives within the applicant jurisdiction’s 
boundaries. 
Seatus: Recommendation no longer valid/action not intend- 
ed. The amendment to the Act retained areawide plan- 
ning but with a different approach than the two options 
GAO advocated. 
Congress should consider placing more emphases on a 
cost/benefit approach in funding advanced wastewater 
treatment projects. 
status: No action initiated. Affected pames intend to act. 

Recommendations to Agencies: The Administrator of EPA 
should ascertain how the agency can manage its programs 
in a more integrated manner and make recommendatrons 
to Congress on what, if any, legislative changes may be re- 
quired. 
status: Action in process. 

The Administrator of EPA should renew earlier prior@ ef- 
forts to establish and issue regulations for the distribution 
and marketing of sewage sludge products. 
Status: Action in process. 

The Administrator of EPA should undertake a more active 
role in assisting local jurisdictions in finding suitable meth- 
ods for disposing of their sewage sludge and leading them 
through the regulatory maze to ensure they can be imple- 
mented. 
Status: Action in process. 

The Administrator of EPA should approve no treatment 
plant upgrading or expansion without first having an ap- 
proved program for disposing of the resulting increased 
sludge volumes. 
Status: Action in process. 

The Administrator of EPA should fund no new planning ef- 
forts for wastewater treatment plants or related projects in 
metropolitan areas where regional approaches are needed 
until involved State and local governments have developed 
the institutional mechanisms needed to ensure thorough 
regional assessments of alternatives and implementation of 
resulting recommendations. 
Status: Recommendation no longer validaction not intend- 
ed. Recent amendments to the Clean Water Act ellminat- 
ing facilities planning grants as a separate grant make 
this recommendation moot. However, EPA is rev/sing its 
regulations to assist State and regional agencies in 
developing necessary institutional mechanisms. 



Agency Comments/Action 

EPA believes that it has already undertaken sufficient ini- 
tiatives to deal with its programs in a more integrated 
manner, and it foresees no need for legislative changes. 
EPA is revising its water quality standards regulations to 
redirect the program’s emphasis toward surface waters on 
a site-specific basis, an approach which gives States the 
option to consider benefit and cost impacts. EPA is also 
in the process of preparing regulations for the distribution 
and marketing of sludge products and developing a dis- 
posal and r&use policy that will aid local jurisdictions in 
implementing sludge disposal and reuse systems. 
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ENVIRONMENTALPROTECTIONAGENCY 
A New Approach k Needed for the Federal hdustrial Wastewater Pretreatment Program 
(CED-82-37, 2- 1 Q-82) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Clean Water Act of 1977. 

GAO reviewed the Environmental Protection Agency’s 
(EPA) efforts to develop and implement the industrial pre- 
treatment program. 
Findings/Conclusions: GAO found that the: (1) overall 
scope and impact of the pretreatment program remains 
undefined; (2) program may result in costly, inequitable, 
and redundant treatment that may not address toxic pol- 
lution problems; and (3) program will be a further drain 
on scarce Federal, State, and local pollution control re- 
sources. GAO believes it is highly unlikely that the pro- 

gram can be fully implemented within the currently estab- 
lished timeframe. Although EPA is conducting a regulato- 
ry impact analysis of the pretreatment program, the 
schedule for completing the analysis and selecting an op- 

tion is very ambitious. Given the many uncertainties about 
toxic pollution problems, GAO is concerned about the a- 
bility of EPA to resolve these issues in the relatively short 
time established. EPA needs to pay close attention to the 
problems and unresolved issues associated with the 
present pretreatment program. If EPA acts too quickly In 
selecting a pretreatment alternative, GAO belleves it may 

commit itself to a course of action that contains many of 
the current program’s problems and that is equally unac- 
ceptable to those involved. 
Recommendations to Agencies: The Administrator of the 
Environmental Protection Agency should: (1) advise 
Congress that the deadlines established for Implementing 
the pretreatment program cannot be met until signihcant 
problems and issues concerning toxic pollution are 

resolved; and (2) provide an estimated timeframe needed 
to resolve these matters. 
Status: Action in process. 

The Administrator of the Environmental Protection Agen- 
cy should include in a legislative package to Congress in- 
formation on the: (1) pretreatment options considered: (2) 
estimated effect of the various options on the environ- 
ment, water quality, and public health: (3) resources need- 
ed to implement various options: and (4) the estimated 
timeframe for full program implementation under the vari- 

ous options. 
Status: Action in process. 

Agency Comments/Action 

EPA agreed with the recommendations. In December 
1981, EPA completed a regulatory impact analysis of the 
pretreatment program requirements. Based on this analy- 

sis, EPA, in May 1982, proposed legislative changes to the 
pretreatment program to provide for the discretionary is- 
suance of categorical standards and, in select cases, ex- 
emptions for the general pretreatment program requlre- 
ments. Until Congress acts on EPA-proposed legislative 
changes to the Clean Water Act and EPA establishes pre- 
treatment standards, it will not be possible to determine 
the cost savings resulting from the recommendations. 
EPA agrees that its acceptance of the recommendations 
will result in substantial but as yet undetermined savings 
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ENVIRONMENTAL PROTECTION AGENCY 

Better Planning Can Reduce Size of Wastewater Treatment Facilities, Saving Millions in Construction Costs 
(CED-82-82, 7-8-82) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Water Pollution Control Act (33 USC. 1251 et seq.). Water Pollution Control Act Amendments of 
1956 (P.L. M-660). Municipal Wastewater Treatment Construction Grant Amendments of 1981. 40 C.F.R. 35.900. 

GAO conducted a review to evaluate the effectiveness of the 
facility planning process for constructing wastewater treat- 
ment plants and to determine whether changed conditions, 
such as increases or decreases in population projections or 
industrial flow for proposed service areas, were recognized 
and incorporated into the facility plans before the plant was 
designed or before construction started. 
FindlngsiConclusions: GAO estimated that about $30 mil- 
lion in grant funds could be saved if the Environmental Pro- 
tection Agency’s (EPA) 1978 facility planning regulations 
were applied to the 13 facility plans reviewed by GAO. 
These facilities were developed under pre-I 978 regulations, 
but are not yet under construction. Current regulations limit 
the engineering judgment in calculating domestic and in- 
dustrial flow allowances. However, under ,the 1978 regula- 
tions, EPA stipulated that State population projections 
would be the sole basis for estimating future population lev- 
els to be served by a proposed treatment system. If the 
1978 regulations were applied, 11 of those 13 proposed 
plants would be smaller and 2 plants would be larger. The 
Municipal Wastewater Treatment Construction Grant 
Amendments of 1981 provide that no Federal grant will be 
made to construct treatment works which provide reserve 
capacity in excess of the needs which existed on the date of 
grant approval. In addition, the amendments reduce Feder- 
al participation from 75 to 55 percent of the construction 
costs. Many facets of facility planning are not covered by 
guidance or regulation. As a result, engineering judgment, 
which varies considerably from project to project, becomes 
the deciding factor in determining plant size and project 
cost. Additional criteria are needed to assist in the determi- 
nation of proper plant size and to provide plan reviewers a 
basis on which to evaluate the adequacy of a plan. 
Recommendations to Congress: Congress should direct the 
Administrator of EPA to modify the agency’s current policy 

prohibiting the retroactive application of program regula- 
tions. This can be accomplished by including in the ap- 
propriation of funds for the program for fiscal years 1982 
and 1983 language that provides that any grant funds ap- 
propriated in the act should fund excess capacity only to the 
extent that such capacity is consistent with the criteria set 
forth in EPA regulations at 40 C.F.R. 35.900. 

Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Administrator of EPA, 
with the cooperation of the engineering community, should 
develop standards for each critical factor used In establlsh- 
ing existing as well as future domestic, industrial, and infil- 
tration and inflow amounts to be treated by a wastewater 
plant. Deviations should require additional justification by 
the consulting engineer to provide EPA with a basis for eval- 
uating the proposed change. As a minlmum, these stand- 
ards should establish: (1) a discharge ratio to be applied to 
actual water use records when determining existing and fu- 
ture domestic flow to the plant for treatment: (2) a method 
to be used in measuring industrial flow; and (3) inflow esti- 
mates based on a worst storm event experienced in a speci- 
fied time period. 
Status: Action in process. 

Agency Comments/Action 

EPA agreed with the recommendations. It awarded a grant 
to the American Water Works Association (AWWA) to iden- 
tify infiltration/inflow prediction and control techniques. 
AWWA expects to complete its work by February 1984: EPA 
plans to use the results to evaluate existing facility planning 
guidance. In addition, EPA plans to recommend that States 
examine the adequacy of any requirements or standards 
they have for determining design plans. 
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ENVIRONMENTAL PROTECTION AGENCY 

Problems in Air Quality Monitoring System Affect Data Reliability 
(CEO-82-101, 9-22-82) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Clean Air Act. Clean Air Act Amendments of 1977 (P.L. 95-95; 42 U.S.C. 7619 et seq.). Executive 
Order 1229 1. 

The Clean Air Act requires the Environmental Protection 
Agency (EPA) to establish a nationwide air quality moni- 
toring network, and each year EPA makes decisions, 
based on the data received from this network, which have 
significant impacts on the health and economic well-being 
of the Nation’s citizens. Accurate and reliable air quality 
data are essential in formulating many of these decisions, 
evaluating their impact, and determining future strategies. 
EPA has experienced serious difficulties in obtaining these 
data. GAO undertook this review to identify these prob- 
lems and offer recommendations for corrective action. 

Findings/Conclusions: GAO found that EPA progress in 
implementing the mandate of the Act has been slow and 
costly and has not resulted in a reliable air monitoring 
network. Accurate air quality data are also essential for 
EPA enforcement of the Act and as a basis for establish- 
ing and revising the ambient air quality standards, which 
set the maximum allowable air pollutant levels. The first 
phase of this air monitoring effort was the establishment 
of the National Air Monitoring Stations network to provide 
air quality data to EPA. As of June 1982, 70 percent of 
the monitors required for the network were acceptable. 
However, even with full implementation of the network, 
EPA will not have fulfilled its air quality monitoring 
responsibilities; a State and local air monitoring stations 
network also is required to provide annual air quality data 
for the States’ use in developing pollution control strate- 
gies. The air monitoring networks have not been com- 
pletely implemented primariiy because of a lack of ap- 
proved quality assurance controls. To ensure data reliabili- 
ty, EPA has established requirements for collecting, proc- 
essing, and reporting air quality data. However, EPA and 
the States did not follow these requirements and did not 
establish procedures needed to correct data handling 
problems. EPA is trying to determine the causes of data 

handling problems; however its efforts are limited by a 
lack of procedures designed to identify those monitors 
which are not reporting air quality. 
Recommendations to Congress: Congress should, in con- 
sultation with the EPA Administrator, establish a deadline 
by which the networks must be operational, after consid- 
ering factors such as the technological state of the art and 
the availability of resources. 
Status: No action initiated. Date action planned not 
kn0Wl-l. 

Recommendations to Agencies: The EPA Administrator, in 
consultation with the States, should include as a condition 
in the EPA grant agreement with the States that all funds 
designated to meet EPA air monitoring standards be 
spent to achieve these standards. 
Status: Recommendation no longer valid/action not intend- 
ed. EPA believes that other action taken precludes the 
need to implement this recommendation. 
The EPA Administrator should designate the Director, 
Monitoring and Data Analysis Division, as the air quality 
data base manager. 
Status: Recommendation no longer valid/action not intend- 
ed. EPA believes that other action taken precludes the 
need to implement this recommendation. 

Agency Comments/Action 

EPA provided updated statistics in its 60-day letter on the 
National, State, and local monitoring stations. It also indicat- 
ed that the program was being implemented essentially on 
schedule. Also, all of the monitors have been approved. Ac- 
cording to EPA, these results preclude the need to imple- 
ment the recommendations. 
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ENVIRONMENTALPROTECTIONAGENCY 

Savings Possible Through Use of Variable Effent Limits for Advanced Waste Treatment Projects 
(RCED-83-57, 12-I-82) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legislative Authority: Water Pollution Control Act (33 U.S.C. 1251 et seq.). 

The Water Pollution Control Act requires advanced waste 
treatment projects to have a pollution discharge permit to 
establish the variable effluent limits (VEL’s) or restrictions 
on the amount, rate, or concentration of pollutants that may 
be discharged into the water. 
Findings/Conclusions: GAO believes that potential exists for 
savings through the use of VEL’s in the operation and con- 
struction of advanced waste treatment facilities. While reli- 
able nationwide savings estimates are not available, a 
number of Federal and State officials estimate that millions 
of dollars in operating costs can be saved each year. The 
use of VEL’s offers State and local governments an oppor- 
tunity to reduce the cost of constructing and operating mu- 
nicipal and industrial advanced treatment facilities while 
maintaining water quality. Environmental Protection Agen- 
cy (EPA) direction on the use of VEL’s together with techni- 
cal assistance to develop VEL’s should help stimulate great- 
er use at the State and local government levels. 
Recommendations to Agencies: The Administrator of EPA 
should direct the Assistant Administrator for Water to issue 
a directive pointing out the possible cost savings of using 
VEL’s and encouraging delegated States to use them to the 

extent possible when issuing initial or reissuing expired Na- 
tional Pollution Discharge Elimination System permits. The 
Administrator should also direct EPA Regional Administra- 
tors to use VEL’s to the extent possible in the 21 States 
where EPA administers the permit program and to work 
with and provide any needed technical assistance on using 
VEL’s to the 35 delegated States. 
Status: Action in process. 

Agency Comments/Action 

Although EPA agrees with the report that VEL’s provide the 
opportunity for significant savings in constructing and oper- 
ating advanced waste treatment facilities, it disagreed with 
the recommendations that a separate directive be issued 
encouraging greater use of VEL’s. EPA believes that the 
program guidance and policies it plans to issue over the 
next year will adequately address the use of VEL’s. EPA also 
stated that it will continue to provide technical assistance to 
States in using VEL’s whenever the States request technical 
assistance. EPA does not plan to increase technical assis- 
tance regarding VEL’s if the States do not request it. 
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ENVIRONMENTAL PROTECTION AGENCY 

Better Coordination Is Needed Between Pesticide Misuse Enforcement Programs and Programs for Certifying 
and Training individuals To Apply Pesticides 
(RCED-83- 169, 7-l-83) 

Budget Function: Natural Resources and Environment: Pollution Control and Abatement (304.0) 
Legklative Authority: Insecticide, Fungicide, and Rodenticide Act. 40 C.F.R. 171. 40 C.F.R. 171.4(b). 40 C.F.R. 171.6. 

GAO reviewed programs in Illinois and Minnesota under the 
Pesticide Applicator Certification and Training Program to 
determine whether they are addressing major pesticide 
misuse problems. 
Findings/Conclusions: GAO found that the Environmental 
Protection Agency (EPA) and Illinois and Minnesota have 
not linked the certification and training and enforcement 
programs to deter and reduce pesticide misuse. The review 
of programs to certify individuals as competent to use pesti- 
cides indicates that information on pesticide misuse is not 
routinely and systematically developed or used, even 
though the data are collected and maintained by the States 
as part of their pesticide enforcement efforts. Further, EPA 
evaluations of State programs have not addressed qualita- 
tive program elements but have concentrated on quantita- 
tive program outputs. GAO noted that EPA has neither 
developed criteria for evaluating test criteria nor, within 7 
years, conducted in-depth test reviews. Finally, GAO found 
that Illinois’ and Minnesota’s pesticide commercial exami- 
nations do not meet all Federal certification requirements. 
Recommendations to Agencies: The EPA Administrator 
should direct that action be taken to include a requirement 
in State cooperative agreements that States develop basic 
program management information on major pesticide 
misuse problems for use by certification and training pro- 
grams. 
Status: Action in process. 

The EPA Administrator should direct that action be taken to 
develop guidance for EPA regions to evaluate State efforts 
in using pesticide misuse data to ensure that its certification 
and training programs are addressing the major pesticide 
misuse problems that the State is experiencing. 
Status: Action in process. 
The EPA Administrator should direct that action be taken to 
develop criteria and guidance for EPA regions to evaluate 
State commercial applicator examinations. 
Status: Action in process. 

Agency Comments/Action 

The agency concurs with the findings and recommenda- 
tions in the GAO report. In fact, the Office of Pesticides and 
Toxic Substances’ Compliance Monitoring Staff has already 
taken steps to implement the recommendations. The Com- 
pliance Monitoring Staff has instructed the agency’s region- 
al offices to utilize the upcoming mid-year evaluations to 
determine the extent to which enforcement misuse infor- 
mation is addressed in the certification and training pro- 
grams. The regions will review each State’s current certiiica- 
tion requirements against the standards set forth in 40 
C.F.R. 171. Headquarters’ officials have been instructed to 
address the recommendations contained in the GAO report 
in fiscal year 1985 grant guidance. 
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EQUAL EMPLOYMENT OPPORTUNITY COMMISSION 

Continuing Financial Management Problems at the Equal Employment Opportunity Commission 
(AFMD-82-72, 5-7 7-82) 

Budget Function: Financial Management and Information Systems: Accounting Systems in Operation (998.1) 
Legislative Authority: Accounting and Auditing Act (31 USC. 66a). Antideficiency Act (31 U.S.C. 665). Civil Rights Act 
of 1964 (42 U.S.C. 2000e-4). Claims Collection Act. 4 C.F.R. 101. 4 C.F.R. 102. 4 C.F.R. 103. 4 C.F.R. 104. 2 GAO 
8.8. 7 GAO 11.2. 7 GAO 13.2. 7 GAO 24.2. OMB Circular A-123. S. 864 (97th Cong.). 31 USC. 200. 31 U.S.C. 
703(a). 18 U.S.C. 1018. 42 U.S.C. 2000e-5(f). 42 U.S.C. 2000e-5(k). 

GAO was asked to review the financial operations of the 
Equal Employment Opportunrty Commission (EEOC) 
with emphases on determining the extent of deficiencies in 
the EEOC controls over appropriated funds. GAO was re- 
quested to issue an interim report in October 1981 on the 
results of the review at that time. 
Findings/Conclusions: GAO found that: (1) accounting 
records and reports were unreliable, due to problems 
such as the failure to keep general ledgers and subsidiary 
ledgers in agreement, to promptly input accounting trans- 
actrons. and to reconcile obligation balance differences 
between the centralized accounting system and obliga- 
tions records marntained by program and field offices: (2) 
receivables, payables, and advances were inaccurately re- 
ported, due to the agency’s failure to validate obligations, 
collect receivables, accurately record outstanding loans, 
settle travel advances, and perform contract audits; and 
(4) internal controls were weak due to Improper segrega- 
tion of duties, insufficient training and supervision of key 
accounting and budget personnel, and inadequate internal 
audit coverage of financial operations. EEOC in recent 
years has committed a number of questionable acts, 
some of which violate Federal statutes. Specifically EEOC 
has: (1) obligated funds in one fiscal year (FY) to cover 
goods and services that were clearly to satisfy needs in fu- 
ture years; (2) failed to review the validity of the unliqui- 
dated obligations as recorded; (3) certified yearend re- 
ports for F’f’s 1980 and 1981 as accurate under condi- 
tions clearly indicating that the reports contained errone- 
ous data; and (4) entered, with questionable authority, into 
agreements whereby money was either loaned or granted 
to private persons. 

Recommendations to Agencies: The Chairman, EEOC, 
should direct EEOC employees to follow established pro- 
cedures such as recording transactions promptly and 
complying with reconciling procedures to identify inaccu- 
racies In recorded data. 
Status: Action completed. 

The Chairman. EEOC, should direct the EEOC Office of 
Audit to periodically review financial activities with em- 
phasis on determining whether promised corrective ac- 
tions are completed and whether procedures for record- 
rng data and reconciling records are being followed. 
Status: Action completed. 

The Chairman, EEOC, should submit revised fiscal 1981 
yearend reports to the Department of the Treasury and 
the Office and Management and Budget after corrective 
actions promised by the Acting Chairman and recom- 
mended in this report are implemented. 

Status: Recommendation no longer valid/action not in- 
tended. The agency corrected the figures repotted to 
Treasury OR its fiscal year 1982 yearend report. 
The Chairman, EEOC, should designate an individual as 
claims collection officer and establish written collection 
procedures. 
Status: Action completed. 

The Chairman, EEOC, should collect all existing and fu- 
ture receivables in accordance with the Federal Claims 
Collection Act and adjust records to accurately report all 
valid receivables. 
Status: Action in process. 

The Chairman, EEOC, should establish clear responsibility 
and procedures to control travel advances and, when ap- 
propriate, use payroll deductions to collect outstanding 
advances. 
Status: Action in process. 

The Chairman, EEOC, should establish clearance pro- 
cedures that prevent employees from leaving EEOC with 
unsettled advances and take appropriate action to recover 
funds owed by former EEOC employees or others. 
Status: Action completed. 

The Chairman, EEOC, should determine reasons for 
differences in travel advance balances as reported in the 
centralized accounting system and in individual travel 
records and bring the two records into agreement. 
Status: Action completed. 

The Chairman, EEOC, should determine the validity of 
questionable contract charges reported by the EEOC Of- 
fice of Audit, and when appropriate, establish the amounts 
as receivables and initiate aggressive collection action. 
Status: Action in process. 

The Chairman, EEOC, should direct prompt completion 
of the corrective actions in process, which are assign- 
ments of duties so that no individual controls all phases 
of an activity or transaction. 
Status: Action completed. 

The Chairman, EEOC, should direct prompt completion 
of the corrective actions in process, which are the proper 
training of all personnel responsible for performing finan- 
cial management functions, such as the input or obliga- 
tions and reconciliation of obligation balances. 
Status: Action in process. 
The Chairman, EEOC, should direct prompt completion 
of the corrective actions in process, which are uses of the 
increased Office of Audit staff to perform periodic reviews 
of the agency’s financial operabons as necessary to pro- 
vide assurance that accounting functions are properly 
conducted. 
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Status: Action completed. 

The Chairman, EEOC, should direct prompt completion 
of the corrective actions in process, which are issuances 
of formal preaudit voucher and imprest fund operation 
procedures. 
Status: Action completed. 

The Chairman, EEOC, should direct prompt completion 
of the corrective actions in process, which are reductions 
of all imprest funds to authorized limits based on demon- 
strated need. 
Status: Action completed. 

The Chairman, EEOC, should recover funds owed EEOC 
from the loan fund venture and, in the future, prohibit any 
similar program unless the agency obtains specific con- 
gressional authority. 
Status: Action in process. 

The Chairman, EEOC, should review contracts awarded 
and costs incurred near the end of the past three FY’s to 
establish the amount of costs improperly charged against 
F’f appropriations and adjust records as necessary. 
Status: Action in process. 

The Chairman, EEOC, should require a comprehensive 
review of the validity of all unliquidated obligations now 
being carried on the agency’s records. 
Status: Action completed. 

The Chairman, EEOC, should complete the investigation 
surrounding the yearend certifications for Fy’s 1980 and 
7981 and, if conditions warrant, refer the case to the Jus- 
tice Department. 
Status: Action completed. 

The Chairman, EEOC, should better monitor contracts 
with State and local enforcement agencies to prevent 
problems similar to those occurring in Fy 1980. 
Status: Action in process. 

Agency Comments/Action 

EEOC is in agreement with each of the recommendations 
and has placed priority on establishing control over its fi- 
nancial operations. A number of recommendations have 
been implemented and others are in process. EEOC ex- 
pects to have actions completed in all areas by September 
1984, except recovery of funds from the loan fund venture 

which is contingent upon the favorable settlement of cases 
in the judicial system. EEOC expects to have its staff which 
performs financial functions fully trained by June 1984. Ef- 

forts are underway to collect remaining outstanding travel 
advances. EEOC is currently reviewing the validity of ques- 
tionable contract charges, developing a contractor monitor- 
ing directive, and reviewing contracts awarded in Sep- 
tember 1980 and September 1981. When these actions are 
completed, EEOC should have control over its financial re- 
sources. 
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FARM CREDIT ADMINISTRATION 
Interim Report on the Implementation of the Farm Credit Act Amendments of 7980 
(GGD-83-26, 3-7-83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Farm Loan Act (P.L. 64-158; 39 Stat. 360). Agricultural Credit Act (P.L. 67-503; 42 Stat, 1454). Farm 
Credit Act of 1933 (P.L. 73-75; 48 Stat. 257). Farm Credit Act of 1953 (P.L. 83-202; 67 Stat. 390). Farm Credit Act of 197 1 
(P.L. 92-181; 12 USC. 2260; 85 Stat. 583). Farm Credit Act Amendments of 1980 (P.L. 96-592; 94 Stat. 3437). P.L. 
94-184. P.L. 95-443. 89 Stat. 1060. 92 Stat. 1066. 

GAO undertook a review of 13 programs pursuant to the 
provisions of the Farm Credit Act Amendments of 1980 
which require GAO to conduct evaluations of the programs 
and activities authorized by the amendments and to make 
an interim report to Congress. 
Findings/Conclusions: The 1980 amendments authorized 
the Farm Credit System’s district Banks for Cooperatives to 
offer financial services related to exporting and importing 
agricultural commodities. GAO found that the Farm Credit 
Administration (FCA) and the Banks for Cooperatives en- 
countered a number of probiems in implementing the inter- 
national banking services program. GAO found that FCA 
does not have the capability to independently evaluate 
country risk associated with the extensions of credit by the 
Central Bank for Cooperatives under the international bank- 
ing services program. FCA needs this cspability to ade- 
quately examine the Central Bank and to ensure its financial 
soundness and integrity. The 1980 amendments also 
sought to enhance the opportunity for commercial banks 
and other agricultural lenders to obtain funds by discount- 
ing agricultural loans with the Federal intermediate Credit 
Banks. GAO found that certain aspects of these regulations 
lack specificity in defining eligibility for access to the 
discounting services. The 1980 amendments require that 
each association in the Farm Credit System prepare a pro- 
gram for furnishing credit and services to young, beginning, 
and small farmers and ranchers. GAO found that FCA has 
not given district banks specific guidance on various types 
of qualifying programs. Because a reporting system has 
not been developed for this program, program results may 
be difficult to measure. 
Recommenda’tioras to Agencies: The Governor, FCA, should 
establish minimum requirements which district Banks for 
Cooperatives must meet before they are allowed to under- 
take an international banking services program. 
Status: No action initiated. Affected parties intend to act. 

The Governor, FCA, should determine the feasibility of us- 
ing the results of the Federal bank regulatory agencies’ 
country risk studies or have FCA develop such studies on 
its own. 
Status: Action in process. 

The Governor, FCA. as part of his responsibilities to super- 
vise and examine the Farm Credit System, should closely 

monitor the implementation of the Other Financing institu- 

tion Program in each Farm Credit district to ensure that 
Other Financing institutions, which are significantly involved 
in agricultural lending and are otherwise eligible, are given 
the opportunity to enhance their utilization of the financial 
services of the Federal Intermediate Credit Banks and better 
serve the needs of agriculture. The monitoring should 
specifically include application of the regulations and poli- 
cies dealing with agricultural loan volume, debt-to-capital 
ratio, access to national and regional money markets, in- 
vestment in the Federal intermediate Credit Bank, and 
gross loan-to-deposit requirements. 
Status: Action completed. 

The Governor, FCA, should evaluate past young farmer 
programs and identify what programs were successful. 
Status: No action initiated. Date action planned not known. 

The Governor, FCA, should study the current needs of 
young, beginning, and small farmers and ranchers and 
identify what programs would meet these needs. 
Status: No action initiated. Date action planned not known. 

The Governor, FCA, should disseminate information to dis- 
trict banks and associations on the types of programs they 
should consider in developing individual young, beginning, 
and small farmer programs. 
Status: No action initiated. Date action planned not known. 

The Governor, FCA, should establish specific program 
goals so that progress toward meeting these goals can be 
measured and reported. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

FCA has taken some action on the recommendation deal- 
ing with international banking services. it believes that it is 
doing enough to monitor the implementation of programs 
dealing with other financing institutions and young, begin- 
ning, and small farmers and ranchers. The subject report 
was an interim report on the implementation of the Farm 
Credit Act Amendments of 1980. GAO has begun work 
leading to the final report on the implementation processes 
during which it will consider the appropriateness of the 
agency’s actions. 
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FEDERAL COMMUNICATIONS COMMISSION 

FCC Needs To Monitor a Changing International Telecommunications Market 
(RCED-83-92, 3-14-83) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Communications Act of 1934 (47 USC. 151 et seq.). Communications Satellite Act of 1962 (47 
U.S.C. 701 et seq.). International Record Carrier Competition Act (P.L. 97-130). 

In response to a congressional request, GAO examined 
whether the Federal Communications Commission (FCC) 
can effectively monitor and gauge the impact of recent FCC 
and congressional actions designed to increase competi- 
tion in the International telecommunications market by 
reducing the entry barriers for the U.S. portion of the mar- 
ket. 
Findings/Conclusions: GAO found no general consensus 
that these actions would increase competition in the inter- 

national market. Further, FCC does not monitor market de- 
velopment and cannot measure or gauge the competitive 
impact of its decisions on the market. The Common Carrier 
Bureau, responsible for implementing these decisions, 
recognizes the importance of monitoring the industry, but 
stated that its strained resources have made it difficult to 
track industry development. Therefore, GAO believes that, 
unless FCC develops an industry analysis capability, it can- 
not adequately measure market competitiveness to ensure 
that the its actions are having the desired market behavior 
effects. 

Recommendations to Agencies: The Chairman, FCC, 
should establish within the Common Carrier Bureau an In- 
dustry analysis section to monitor industry structure. The 
Chairman should consider reassigning available positions 
within FCC to provide the necessary staff. The section 

should evaluate the cumulative effect that FCC decisions 
are having on market competitiveness so that appropriate 
regulatory programs and policies can be implemented if the 
market does not respond as intended. 
Status: Action in process. 

The Chairman, FCC, should direct the Common Carrier 
Bureau to use this same capability to ensure that intermo- 
da1 competition is developing and to allow FCC to intervene 
in facilities authorization if necessary to correct any imbal- 

ance. 

Status: Action in process. 

Agency Comments/Action 

FCC established a staff task force to develop a methodolo- 
gy for monitoring industry operations. The task force 
recommended that FCC establish an industry monitoring 
capability in its International Planning Division. Organiza- 
tional changes are being processed to add three econom- 
ists to the division and to rename It the International Policy 
Division within the Common Carrier Bureau. FCC told 
GAO that the House Committee on Appropriations used 
this report as support for specifically recommending that 
five additional staff positions be allocated for the interna- 
tional group within FCC. 
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FEDERAL COMMUNICATIONS COMMISSION 

Federal Communications Commission Can Further Improve Its Licensing Activities 
(RCED-83-90, 4-26-83) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Communications Act of 1934. Radio Act. P.L. 97-259. 

In response to a congressional request, GAO reviewed the 
Federal Communication Commission’s (FCC) processing 
of applications for new common carrier, broadcast, and pri- 
vate radio licenses to identify changes to make these opera- 
tions more efficient and productive. 

Findings/Conclusions: As a result of continued technologi- 
cal improvements and an increasing demand for commun- 
ications services, the FCC application processing workload 
has increased and is likely to continue to increase. 
Congress has noted that, while FCC has tried to improve li- 
cense processing speeds, rt still takes too long to get a li- 
cense. 

Recommendations to Congress: If Congress determines 
that competition in the telecommunications markets has 
developed to the extent that market forces eliminate the 
need for regulatory intervention, Congress should amend 
section 309(d) of the Communications Act of 1934 as it 
pertains to applications for new station licenses to require 
that FCC not accept petitions to deny based on allegations 
of economic injury to existing licensees as well as other alle- 
gations unrelated to technical interference issues. 
Status: No actron Initiated. Date action planned not known. 

If Congress determines that competitron in telecommunica- 
tions markets has developed to the extent that market 
forces elimrnate the need for regulatory intervention, 
Congress should repeal the provisions of section 307(b) 
which requrre FCC to distribute licenses among States and 
communities so as to provide a fair, efficient, and equitable 
distribution of radio service but which may no longer be 
necessary in a competitive market. 
Status: No action initiated. Date action planned not known. 

Congress, to overcome the delay caused by mutually ex- 
clusive applicabons, may want to consider authorizing FCC 
to use a licensing procedure in which a license would be 
granted to the first qualified applicant who applied. 
Status: No action initrated. Date action planned not known. 

Recommendations to Agencies: The Chairman, FCC, 
should improve procedures for monitoring license process- 
ing activities by developrng reliable speed of servrce data for 
broadcast and common carrier services. 
Status: Action in process. 

The Chairman, FCC, should determine, as part of the FCC 
evaluation of resource savings that may result from 
changes Planned in other FCC program areas, whether 
these resources can be used to alleviate or avoid undesir- 
able lrcense processing backlogs. 
Status: Action In process. 

The Chairman, FCC, to effectively plan and manage FCC 
information resources and increase license processrng effi- 
ciency, should develop specific information requirements, 
including feasibility and cost-benefit analyses, for all pro- 

spective computer system applications included in the 
5-year automatic data processing (ADP) plan. 
Status: Action in process. 

The Chairman, FCC, to effectively plan and manage FCC 

information resources and increase license processing effi- 
ciency, should develop and implement a computer capacity 
and workload management policy to address FCC short- 
and long-range data processing needs. 
Status: Action in process. 

The Chairman, FCC, to improve the Commission’s license 
processing procedures, should evaluate, as part of the 
Commission’s planned proceeding to determine whether 
construction permits for common carrier stations are still 
necessary, the benefits of retaining construction permits 
and substituting a simpler notification form for the license 
application. 
Status: Action completed. 

The Chairman, FCC, to improve the Commission’s license 
processing procedures, should evaluate, in the Commis- 
sion’s proposed proceeding to revise the rules for fifed 
common carrier services, methods for consolidating infor- 
mation on microwave systems that must be now filed 
separately on each of the applications for individual stations 
included in the systems. 
Status: No action initiated. Date action planned not known. 

The Chairman, FCC, to improve the Commission’s license 
processing procedures, should evaluate the merits of 
changing the FCC rules for processing amendments to ap- 
plications or existing licenses to allow certain minor amend- 
ments to be approved via notification and to reclassify addi- 
tional amendments as minor. 
Status: Action in process. 

The Chairman, FCC, to shift some of the Commission’s 
licensing tasks to applicants, should initiate a notice of in- 
quiry to develop a system for providing the public with di- 
rect remote access to FCC data bases. 
Status: Action completed. 

The Chairman, FCC, to shift some of the Commission’s 
licensrng tasks to applicants, should evaluate the use of an 
independent engineering certification system to eliminate 
the need for FCC verification of technical data included in li- 
cense applications and the potential for expanding the use 
of frequency coordinators in existing and forthcoming 
licensing services. 
Status: Action in process. 

The Chairman, FCC, to shift some of the Commission’s 
licensing tasks to applicants, should establish criteria for 
determining when an application is defective and experi- 
ment with the use of a strict return policy in selected 
licensed services to determine effectiveness. 
Status: No action initiated. Date action planned not known. 
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The Chairman, FCC, as part of the Commission’s ADP 
planning, should evaluate the feasibility of providing licens- 
ing divisions that currently lack online access to FCC anten- 
na data bases with such access, thereby providing them 
with up-to-date antenna clearance data. 
Status: No action initiated. Date action planned not known. 
FCC, in addition to using lotteries to decide among mutual- 
ly exclusive applications in private radio, common carrier, 
and low-power broadcast services, should use lotteries for 
full-power broadcast services where such action is con- 
sistent with the promotion of media ownership diversity. 
Staatus: No action initiated. Date action planned not known. 
The Chairman, FCC, should evaluate the costs and benefits 
of consolidating land mobile and microwave licensing func- 
tions as the Commission reevaluates its regulatory policies 
and procedures for these services. 
Status: Action in process. 

Agency Comments/Action 

In general, FCC responded favorably to the report’s recom- 
mendations. It has already taken action to carry out some 
of the recommendations and is planning action to imple- 
ment some others. 



Requests for Federal Disaster Assistance Need Better Evaluation 
(CED-82-4, 12-7-81) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Disaster Relief Act (P.L. 93-288). 44 C.F.R. 205.44. 42 U.S.C. 5121 (b). 

The Federal Disaster Relief Program is intended to supple- 
ment the assistance which States, their political subdivision, 
private relief .organizations, and citizens provide for disaster 
relief. The Federal Emergency Management Agency 
(FM) evaluates requests from States for assistance and 
recommends declarations or denials to the President. GAO 
reviewed the agency’s activities to determine the type and 
amount of information FEMA obtains, the criteria it uses to 
evaluate the requests, and the bases for its recommenda- 
tions. 

Findings/Conclusions: GAO found problems which existed 
in determining the reasonableness of disaster assistance 
provided by State and local governments. FEMA uses a 
wide range of information in arriving at its decisions. The 
lack of consistency in the quality and method of assess- 
ments and the lack of knowledge by others as to the FEMA 
methods of evaluation can create doubt as to whether the 
Federal Government is only providing supplementary assis- 
tance and whether each request is judged in a fair and equi- 
table manner. FEMA policies, procedures, and guidelines 
for evaluating requests are not widely known. Disclosing 
internal assessment processes would help State and local 
governments decide whether they had a valid request to 
make, enable them to provide more complete and uniform 
information, and minimize doubts as to whether their re- 
quests are treated in a fair and equitable manner. GAO also 
found that FEZMA has adopted a controversial cost-sharing 
policy and has funded other than natural disasters. 
Although the FENA cost sharing policy is consistent with 
the Disaster Relief Act, it has created controversy among 
the States. State officials contend that the policy forces 
them to pay for disaster relief costs which the States believe 
are beyond their capability to assume or which constitute 
more than a reasonable amount of State and local funds. 
The President has provided disaster assistance for such 
events as the Love Canal chemical contamination and the 
Cuban refugee crisis which raised questions as to whether 
other than natural catastrophes are within the purview of the 
existing law. 

Recommendations to Congress: Congress should direct 
FEMA to prepare a comprehensive analysis of the impact of 
potential State Inequities on Federal disaster assistance and 
submit to Congress a detailed plan and legislative changes 
to correct such weaknesses. 
Status: Recommendation no longer balld/action not intend- 
ed. For political reascns Congress has not given this di- 
rection and FEMA believes that it shou/d not address 
these inequities at this time. 
Congress should reevaluate the present law and clarify the 
extent to which supplemental Federal assistance should be 
given in major disasters and emergencies. 
Status: Action in process. 

Congress should clarify the Disaster Relief Act by spelling 
out as clearly as possible the type of incidents which may 
receive disaster assistance. It could define more precisely 
the intended coverage of the Act and specify that disaster 
assistance should be provided if there are no other Federal 
programs available and the State is unable to cope with the 
situation. FEMA and the Administration would then be 
better able to administer the Act as Congress intends. 
Status: Action in process. 

Recommendations to Agencies: The Director of FEMA 
should develop comprehensive, uniform forms to be used 
by Governors when submitting their requests and by re- 
gional offices when performing damage assessments. 
Status: Action completed. 

The Director of FEMA should use computer models, such 
as those developed by GAO, as a tool for program decision- 
making and evaluation. 
Status: Recommendation no longer valid/action not intend- 
ed. FEMA has determined that it will not use computer 
analysis for making decisions on disasters. 

The Director of FEMA should reevaluate and improve the 
FE/W assessment criteria for evaluating major disaster and 
emergency requests. 
Status: Action completed. 

The Director of FEMA should establish written policies, pro- 
cedures, and guidelines to use when evaluating major 
disaster and emergency requests and publish them in the 
Federal Register. This should include: (1) an explanation of 
the FEMA basic philosophy for evaluating capability and 
commitment; (2) an explanation of the use of evaluation 
factors, such as debt and borrowing capacity, surplus funds, 
and prior disaster history; and (3) the FEMA positions on 
budgetary relief, forced commitments, and similar matters. 
The Director should also require that Governors’ requests 
include comprehensive information on the financial capa- 
bility of the State, the availability of such resources under 
State law, per capita income, disaster trends, and similar 
factors to expedite the FEMA assessment of the level of ca- 
pability each State could attain and to aid FEMA in evaluat- 
ing the reasonableness of State commitments. 
Status: Action completed. 

The Director of FENA should make it clear that future re- 
quests which fully comply with Federal laws and regulations 
will help avoid delays in processing the requests. 
Status: Action completed. 

The Director of FEMA should require the documentation of 
all substantive discussions and evaluation meetings held by 
FEMA. 
Status: Action completed. 



year. However, FEMA is developing a capability to im- 
prove control of yearend spending for future fiscal years. 
Evidence of that capability is based on unverified testi- 
mony. Verification requires a more detailed review. 
The Director, FEMA, should develop a procurement report- 
ing process that integrates with the accounting and budget- 
ing systems and compares the actual and planned status of 
procurement actions. 
Status: Action in process. 
The Director, FEMA, should assign organizational responsi- 
bility within FEMA for improving or developing manage- 
ment information systems. 
Status: Action completed. 
The Director, FEMA, should establish one or more man- 
agement information systems to systematically provide top 
management with information for planning, implementing, 
and evaluating FE&4 activities. 
Status: Action completed. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
National Defense-Related Silver Needs Should Be Reevaluated and Alternative Disposal Methods Explored 
(EMD-82-24. 1-1 l-82) 

Budget Function: Natural Resources and Environment: Other Natural Resources (306.0) 
Legislative Authority: Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). Department of Defense Appropriations 

Act, 1982. Strategic and Critical Materials Stock Piling Act (50 U.S.C. 98 et seq.). Bank Holding Company Act (84 Stat. 
1768). National Materials and Minerals Policy, Research and Development Act of 1980 (30 U.S.C. 1604). Coinage Act of 
1965 (P.L. 89-81). P.L. 90-29. P.L. 96-41. S. 1230 (94th Cong.). H.R. 3484 (94th Cong.). 

GAO was requested to evaluate the consequences of a sale 

of silver from the National Defense Stockpile, a supply of 
materials retained to prevent costly dependence upon for- 
eign supply sources during national emergencies. Specifi- 
cally, GAO was asked to address all aspects of the sale, in- 
cluding changes which have occurred since the sale was 
last justified and alternatives to disposing of any excess 
silver. 

Findings/Conclusions: The Federal Emergency Manage- 
ment Agency determined that the supply of silver from 
domestic production and reliable imports exceeded the es- 
timated quantity required to sustain the United States for 
periods of not less than 3 years in the event of,a national 
emergency. Subsequent legislation has suspended a pro- 
posed disposal pending a redetermination that the silver to 
be disposed of is in excess of stockpile requirements. 
Several factors used to establish stockpile goals for all stra- 
tegic materials, including a zero silver goal, have changed. 
These changes have (1) increased projected defense- 
related demand for silver during national emergencies, and 
(2) reduced the availability of silver from existing domestic 
mines and processors. Additionally, three major foreign 
suppliers have protested the disposal, alleging that a sale 
will depress the market price, resulting in decreased em- 
ployment and foreign exchange earnings. To dispose of the 
silver, the General Services Administration held weekly auc- 
tions, but the sale did not assure that the disposal would be 
for domestic consumption nor did it assure that the short- 
term market price of silver would not be depressed relative 
to what it had been. GAO explored disposal alternatives, in- 
cluding coinage programs, small silver bars, transferring or 
selling the silver to the U.S. Treasury, and leaving the silver 

in the National Defense StockpIle. The bullion coinage pro- 
gram appears to be the most attractive alternative that 
should be considered. 
Recommendations to Agencies: The Director of the Federal 
Emergency Management Agency, in evaluating vanous fac- 
tors and information, should specifically consider: (1) the 
most recent war scenario hypothesized in terms of partIc)- 
pants, war fronts, type of military action, and warning time; 
(2) defense-related uses of silver during past national emer- 
gencies; (3) reduced expansion from existing mines during 
wartime; (4) decreasing domestic smelting capacity; (5) the 
cost of silver from recycling, domestic stocks, and foreign 
suppliers; (6) the impact that selling the silver at auction 
may have on relations between the United States and its 
major foreign suppliers: and (7) long-term uncertalnties re- 
lating to projected increased U.S. dependency on foreign 
silver sources and the possibility that a silver stockpile goal 
could be reestablished at some future date. 
Status: Action in process. 

Agency Comments/Action 

The administration has established a Federal task force, the 
Interagency Silver Commodity Committee, to reevaluate the 
need for the stockpile silver sales and to explore alternative 
disposal methods. On June 29, 1982, the Secretary of the 
Interior informed Congress that the stockpile silver sales 
have been postponed indefinitely and that the recommend- 
ed disposal method, silver bullion coins, is being given seri- 
ous consideration. On November 15, 1982, Interior in- 
formed GAO that the administration was preparing the re- 
port to Congress, tentatively scheduled to be released dur- 
ing spring 1983. However, as of January 11, 1984, the re- 
port had not yet been released. 
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FEDERAL EMERGENCY MANAGEMENT AGENCY 

improved Administration of Federal Public Disaster Assistance Can Reduce Costs and Increase Effectiveness 
(ED-82-98, 7-23-82) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Disaster Relief Act (P.L. 93-288). Flood Insurance Act of 1968. Flood Disaster Protection Act of 1973. 
Housing and Community Development Act of 1977. OMB Circular A-87. S. 2250 (97th Cong.). 88 Stat. 143. 

GAO reviewed’ the Federal Emergency Management 
Agency’s (FEMA) administration of funds for public disaster 
assistance. The review was made to determine whether 
FEMA, which provided over $700 million in disaster assis- 
tance from 1979 through 1981, was consistently and effec- 
tively providing such assistance to State and local govem- 
ments. 
Findings/Conclusions: Under the Disaster Relief Act of 
1974, public disaster assistance is intended to supplement 
resources available to State and local governments follow- 
ing major disasters. GAO found that FEMA provided public 
disaster assistance to State and local governments for cer- 
tain expenditures which they had the capability of providing 
for themselves. Specifically, State and local governments 
were reimbursed for: (1) salaries of employees who were 
temporarily reassigned to assist in disaster relief efforts, (2) 
equipment temporarily diverted to disaster relief work, and 
(3) repair and reconstruction of uninsured public buildings. 
GAO does not believe that reimbursing these types of costs 
is consistent with the intent of supplemental assistance. 
GAO also found that State and local governments were not 
treated consistently in determining what expenses were eli- 
gible for reimbursement. This was largely due to the fact 
that FEMA relies on temporary staff to augment regional 
staff under the stressful conditions following a disaster. As a 
result, many immediate and subjective judgments regard- 
ing complicated cost eligibility situations are made. Many of 
these decisions have been subsequently reversed, creating 
dissatisfaction at the State and local levels with the way pub- 
lic disaster assistance is handled. 
Recommendations to Congress: Congress should amend 
the Disaster Relief Act of 1974 to require that, as a condition 
of receiving Federal public disaster assistance, State and lo- 
cal governments obtain and maintain appropriate hazard 
and flood insurance as is reasonably available, adequate, 
and necessary to protect against the loss of public build- 

ings, facilities, and equipment. 
Status: Action in process. 

Recommendations to Agencies: The Director, FEMA, 
should not reimburse State and local governments for reg- 
ular employees and owned-equipment costs that are prop- 
erly State and local obligations. These costs should instead 

be considered as part of the State and local cost-sharing 
commitment. 
Status: Recommendation no longer valid/action not intend- 
ed. Other action taken by the agency precludes the 
need to adopt this recommendation. 
The Director, FEMA, should establish a task force with 
representatives from the FEMA national and regional of- 
fices to minimize the problems associated with estimating 
eligible project costs. The task force should consult with 
State and local governments and interested outside organi- 
zations. 
Status: Action in process. 

The Director, FEMA, should revise the FEMA rules and reg- 
ulations to implement the task force’s suggestions for sim- 
plifying the estimating of eligible project costs. 
Status: Action in process. 

The Director, FEMA, should develop an education and 
training program that will better prepare all participants as- 
sociated with disaster response and recovery activities. 
Status: Action in process. 

The Director, FEMA, should seek passage of the legislative 
proposal that FEMA submitted to Congress which would 
simplify its funding of projects up to $25,000. If successful, 
FEMA should consider seeking authorization to increase 
the project funding ceiling. 
Status: Action in process. 

The Director, FEMA. should make the results of the FEMA 
cost-effectiveness analyses available to Congress and to 
State and local government legislative bodies for their deli- 
beration. These analyses should contain the FEMA recom- 
mendations for funding hazard mitigation projects. 
Status: Action in process. 

kpncy ComrnentsiAction 

New legislation, S. 1525, has been introduced that will im- 
plement many of the outstanding recommendations in 
CED-82-98 and CED-82-4. The agency had made some 
progress but, due to heavy workload, has been unable to 
field test the new system. It plans improvements when the 
legislation is enacted. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
Nafional Flood Insurance: Marginal Impact on Flood Plain Beveiopment, Administrative improvements Needed 
(CED-82-705, 8-16-82) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Flood Insurance Act of 1968 (P.L. 90-448). Flood Disaster Protection Act of 1973 (P.L. 93-234). 
Housing and Community Development Act of 1977. Omnibus Budget Reconciliation Act of 1981. Executive Order 12291. 
S. Rept. 93-583. S. 1018 (97th Cong.). H.R. 3252 (97th Cong.). 

Pursuant to a congressional request, GAO examined wheth- 
er: (1) the National Flood Insurance Program administered 
by the Federal Emergency Management Agency (FEMA) 
stimulated flood plain development, and (2) flood plain 
management regulations were being adequately enforced. 
Findings/Conclusions: Coastal and barrier island communi- 
ties are developing rapidly, because they offer many attrac- 
tive features and opportunities for recreation and retire- 
ment After studying six coastal communities and interview- 
ing various Federal, State, and local officials, GAO conclud- 
ed that the availability of Federal flood insurance is not the 
principal reason for flood plain development in these com- 
munities, but it does offer a marginal added incentive to de- 
velopment GAO also found that the FEMA monitoring of 
local communities’ enforcement of flood plain manage- 
ment regulations has been inadequate. Additionally, GAO 
noted errors in designations of flood zones on which insur- 
ance rates were based. GAO observed that providing flood 
insurance and other Federal assistance in extremely haz- 
ardous coastal areas subject to wave damage may be an 
undesirable public policy because of the high potential for 
loss of life and destruction of property. 
Recommendations to Agencies: The Director of FEMA 
should adjust current premiums on all policies found to be 
misrated. 
status: Action completed. 
The Director of FEMA should require the specific geo- 
graphical location of insured property on all renewals. 
SMJS: Action in process. 
The Director of FEMA should require insurance agtnts to 
rate policies, when renewed, in accordance with current 
flood insurance rate maps. 
Status: Action in process. 
The Director of FEMA should establish a centralized control 
system to direct and guide the monitoring and enforcement 

program. This system should include the systematic selec- 
tion and periodic updating of information on those com- 
munities in each region whose compliance with flood plain 
requirements is considered critical. These communities 
should receive priority for monitoring visits. The system 
should also include continuing evaluations of community 
visits to measure individual and overall community compli- 
ance and to evaluate the effectiveness of the monitoring 
program in each region. 
Status: Action in process. 
The Director of FEMA should, to improve the National 
Flood Insurance Program’s credibility and financial sound- 
ness, establish appropriate management controls to detect 
and correct flood zone misratings. 
Status: Action in process. 
The Director of FEMA should reallocate staff resources to 
increase monitoring activities in regions 4 (Atlanta) and 6 
(Dallas). 
Status: Action in process. 
The Director of FEMA should issue a policy statement to re- 
gional offices and program participants setting out the 
agency’s position on suspending communities for failure to 
enforce required flood plain management regulations. 
Status: Action in process. 
The Director of FEMA should appeal the Office of Manage- 
ment and Budget’s denial of permission to issue the pro- 
posed regulation on breakaway walls to the Presidential 
Task Force on Regulatory Relief. 
Status: Action in process. 

Agency Comments/Action 

The agency was in support of the GAO recommendations. 
The actions promised in the 60-day letter have not been ac- 
complished but are in progress. 
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FEDE RGENCYMAHAGEMENTAGENCY 
7% Emergency Management Assistance Program Should Contribute More Directly to National Civil Defense 
Objectives 
(GGD-83-5, 1 l-5-82) 

Budget Function: National Defense: Defense-Related Activities (054.0) 
keglslatiwe Authority: FE.MA Ciil Preparedness Guide 1-3. FEMA Ciil Preparedness Guide 1-5. 

Pursuant to a congressional request, GAO reviewed the 
Federal Emergency Management Agency’s (FEW) Emer- 
gency Management Assistance (EMA) Program and the 
policies which govern distributions of EMA grant funds by 
States to local jurisdictions. 
FlndlngslConclusions: GAO found that EMA funds often 
bypass local areas critical to the national civil defense effort 
and may not be used to support national civil defense ob- 
jectives by local jurisdictions receiving the funds. FEMA has 
issued criteria for the substate distribution of funds, but 
these regulations are vague and in some cases conflicting. 
FENA has not held tocal EMA grantees accountable for 
achieving FEMA goals or levels of preparedness because 
existing Federal criteria have not been applied by F!EMA 
and the States. 
Recommendations to Agencies: The Director of FEMA 
should require each State as a part of its EMA Annual Sub- 
mission to: (1) identify those local jurisdictions in critical 
civil defense areas that do not participate in the EMA Pro- 
gram; and (2) address specifically how the State plans to at- 
tain participation of these local governments through such 
means as varying the EMA matching requirement within the 
State, adopting State distribution formulas as tools to en- 
courage desired participation patterns, and/or giving priority 

funding consideration to jurisdictions in critical civil defense 
areas. The Director of FEMA should review each State’s An- 
nual Submission to ensure that efforts are being made to 
fund local jurisdictions critical to the national civil defense 
effort 
Status: Action in process. 
The Director of FEMA should specify national objectives or 
standards for States to require local applicants to address in 
their annual funding proposals, depending on the unique 
needs and capacities of each local jurisdiction. The Direc- 
tor of FEMA should also require States to use these national 
objectives or standards in their oversight and evaluation of 
local performance and consider local performance as a fac- 
tor in their annual funding decisions. 
Status: Action completed. 

Agency Comments/Action 

FEMA generally agreed with the conclusions and recom- 
mendations and is taking steps to: (1) better target the EMA 
Program funds; and (2) define program objectives and hold 
State and local governments accountable for results. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 

National Flood hsurance Program: Major Changes Needed if It Is To Operate Without a Federal Subsidy 
(RCED-83-53, 7 -3-83) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Flood Insurance Act of 1968 (P.L. 90-448). Southeast Hurricanes Disaster Relief Act of 1965. Flood 
Disaster Protection Act of 1973 (P.L. 93-234). Housing and Community Development Act of 1977 (P.L. 95-128). Omnibus 
Budget Reconciliation Act of 1981 (P.L. 97-35). 

Fursuant to a congressional request, GAO examined: (1) 
how the Federal Emergency Management Agency (FEMA) 
establishes rates for the National Flood Insurance Program; 
(2) whether it is possible to eliminate the Federal subsidy 
and make the program self-sustaining; and (3) whether the 
flood insurance revolving fund is an appropriate mecha- 
nism for financing the program. 
Findings/Conclusions: GAO found that the National Flood 
Insurance Program has not collected sufficient premiums 
to cover the cost of providing the insurance to about 1.9 
million policyholders liing in flood-prone areas. To com- 
pensate for the inadequate premium income, the agency’s 
Federal insurance Administration borrowed a total of $854 
million from the Treasury between 1970 and 1980. Except 
where FEMA provides an intentional subsidy, flood insur- 
ance policyholders are required to pay insurance rates 
which are set in accordance with accepted actuarial princi- 
ples. FEMA has relied on a combination of models and 
judgment to set the insurance rates, and methodological 
and data weaknesses in this approach have produced an 
overly complex rate structure that has not generated suffi- 
cient income to cover the costs of providing insurance or 
build up a reserve. FEMA is currently attempting to elim- 
inate the Federal subsidy by fiscal year 1988. When 
Congress established the flood insurance revolving fund, it 
expected the program to be run as a joint Govemment-in- 
surance industry operation; however, after a series of 
disagreements, in 1978 the Government terminated the in- 
surance industry’s involvement and took over the program. 
Recommendations to Congress: Congress should, if it fi- 
nances the program through a direct appropriation, amend 
the Act to eliminate the National Flood insurance Fund to: 
(1) establish instead an emergency fund to pay unanticipat- 
ed losses; (2) require periodic appropriations to repay ex- 
penditures from this fund; and (3) require a business-type 
budget which determines the surplus or deficiency associ- 
ated with the risk premium and chargeable rates. 
Status: No action initiated. Date action planned not known. 
Congress should, if it retains the National Flood Insurance 
Fund to increase its oversight and direct control of how 
FEMA finances its losses, amend the National Flood Insur- 
ance Act of 1968 to: (1) limit FEMA borrowings to extraor- 
dinary losses; (2) require regular appropriations to pay the 
Federal subsidy and repay the prior year’s earnings; (3) re- 
quire FENA to noti@ Congress when it borrows: and (4) re- 
quire periodic congressional review of the fund’s borrowing 
authority. 
Status: No action initiated. Date action planned not known. 

Congress needs to consider telling FEMA: (1) whether it 
agrees with the shift in direction toward as yet undeter- 
mined rate increases or coverage reductions; and (2) giving 
FEMA specific guidance on how the subsidy should be el- 
iminated. 
Status: Action in process. 
Recommendations to Agencies: The Director of FEMA, to 
develop a risk premium rate structure which produces ade- 
quate premium income and is in line with accepted actuari- 
al principles, should estimate and establish a catastrophic 
reserve. 
Status: Action in process. 
The Director of FEMA, to develop a risk premium rate 
structure which produces adequate premium income and 
is in line with accepted actuarial principles, should increase 
reliance on recent loss experience in setting rates. 
Status: Action in process. 
The Director of FEMA, to develop a risk premium rate 
structure which produces adequate premium income and 
is in line with accepted actuarial principles, should develop 
a rate structure which appropriately reflects variations in risk 
without unnecessary complexity. 
Status: Action in process. 
The Director of FEMA, to develop a risk premium rate 
structure which produces adequate premium income and 
is in line with accepted actuarial principles, should develop 
and implement a plan to correct the identified data and 
methodological weaknesses in the current FEMA rate- 
setting approach. 
Status: Action in process. 
The Director of FEMA should state chargeable rates for the 
regular program so that the amount of intended Federal 
subsidy can be accurately and readily determined. 
Status: Action in process. 
The Director of FEMA should establish a monitoring pro- 
gram to detect any adverse impacts which increases in 
chargeable rates or decreases in coverage provided at 
chargeable rates could have on the flood insurance pro- 
gram’s objectives. 
Status: Action completed. 

Agency Comments/Action 

The agency has taken some steps aimed at implementing 
the recommendations. Followup should be aimed at wheth- 
er these actions are fulfilling the thrust of the recommenda- 
tions. 



During 1983, discussions between FEMA and the responsi- 
ble legislative and authorizing committees of the House 
resulted in agreements on implementation of the recom- 
mendation. Also, Congress addressed the GAO report in a- 
dopting the Housing and Urban-Rural Recovery Act of 

1983, P.L. 98-181. The act states that flood insurance 
premium rates may not be increased through September 
30, 1984, and requires a report from FEMA to Congress 
no later than June 30, 1984, that addresses the premium 
rate structure and future rate increases. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
Management of the Federal Emergency Management Agency 
(GGD-83-9, l-6-83) 

Budget Function: National Defense: Defense-Related Activities (054.0) 
Legislative Authority: Reorganization Act of 1977. Civil Service Reform Act of 1978 (P.L. 95-454). Paperwork Reduction Act 
of 1980 (P.L. 96-511). Executive Order 12148. OMB Circular A-123. OMB Circular A-64. OMB Bull. 81-21. Reorg. Plan 

No. 3 of 1978. OMB Circular A-l 1. OMB Cicrular A-34. 

Pursuant to a congressional recommendation, GAO re- 
viewed activities at the Federal Emergency Management 
Agency (FEMA) to assess its management systems and ad- 
ministrative support functions. The resulting report sum- 
marizes FEMA development since its creation 1 n 1979 and 
notes the agency’s efforts to identify and respond to organi- 
zational and management problems. 
Flndlngs/Conclu.slons: GAO found that FE./%4 manage- 
ment problems have resulted from startup activities associ- 
ated with the reorganization and integration of five prede- 
cessor agencies into the newly created agency, which now 
serves as a single contact for Federal emergency manage- 
ment activities. GAO determined that the most obvious 
problem is a lack of FEMA identity. Specifically, GAO stat- 
ed that FE&A needs: (1) an agencywide management sys- 
tem; (2) a clear statement of its mission; (3) clearly defined 
goals and objectives; (4) long- and short-range planning; 
(5) information systems to compare planned and actual 
performance; and (6) internal assessments of program per- 
formance related to goals and objectives. GAO stated that 

these problems resulted in little accountability within FEMA. 
With respect to administrative support functions, GAO 
found that deficiencies compounded FEMA organization 
and management problems. GAO stated that, while im- 
provements have been made in management and adminis- 
trative support functions during the last 3 years, more needs 
to be done. 
Recommendations to Agencies: The Director, FEMA, 
should establish formal periodic reviews of the agencywide 
mission and goals statement, which should be an element 
of the FEMA-wide planning process and could take the 
form of top management team building sessions similar to 
those that initially defined FEMA’s mission and goals. 
Status: Action completed. 

The Director, FEMA, should evaluate the initial agencywide 
program and support activities’ goals and objectives defini- 
tions to determine whether they are realistic, achievable, 
and to the extent possible, measurable. 
Status: Action completed. 

The Director, FEMA, should evaluate the agency outputs 
that correspond to program and support activity goals and 
objectives to determine whether they provide adequate and 
appropriate performance indicators. 
Status: Action completed. 

The Director, FEMA, should require a consistent planning 
process for internal directorate activities that would 
enhance the coordination and oversight of program activi- 
ties that cross organizational lines. 
Status: Action completed. 

The Director, FEMA, should develop performance reporting 

systems to communicate progress toward program goals at 
the top, directorate, and regional management levels. 
Status: Action completed. 

The Director, FEMA, should establish a capability for con- 
ducting program evaluations throughout the agency. 
Status: Action completed. 

The Director, FEMA, should use program evaluation 
results, once available, in establishing future goals, objec- 
tives, and outputs. 
Status: Action completed. 

The Director, FEMA, should establish a plan that adequately 
reflects the activities and resources needed to achieve the 
1983 goal of a fully approved and functioning accounting 
system. 
Status: Action completed. 

The Director, FEMA, should establish sufficient linkage be- 
tween the planning, budgeting, and evaluation process to 
make each one an integral part of the overall management 
system. 
Status: Action completed. 

The Director, FEMA, should strengthen the central budget 
office’s ability to adequately support top management dur- 
ing budget preparation and execution. 
Status: Action completed. 

The Director, FEMA, should improve the executive develop- 
ment program by implementing the recommendations 
made by the Office of Program Analysis and Evaluation. 
Status: Action completed. 

The Director, FEMA, should develop and implement affirm- 
ative action plan goals as soon as the necessary information 
is available. 
Status: Action completed. 

The Director, FIYIA, should complete the review and up- 
date of all inaccurate position descriptions. 
Status: Action completed. 

The Director, FEMA, should establish a capability in the Of- 
fice of Personnel to assess whether performance plans are 
reasonable; relate to organizational goals, objectives, and 
tasks, and are measurable to the extent practicable. 
Status: Action completed. 

The Director, FEMA, should directtheRequisition Review 
Board to analyze yearend procurements for fiscal year 1982 
and determine whether there is improvement over prior 
years. 
Status: Recommendation no longer valid/action not intend- 
ed. It had been the intention of this recommendation to 
control fiscal year 1982 yearend spending. Relevance of 
this recommendation lapsed with the end of that fiscal 
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year. However, FEMA is developing a capability to im- 
prove control of yearend spending for future fiscal years. 
Evidence of that capability is based on unverified testi- 
mony. Verification requires a more detailed review. 
The Director, FEMA, should develop a procurement report- 
ing process that integrates with the accounting and budget- 
ing systems and compares the actual and planned status of 
procurement actions. 
Status: Action in process. 
The Director, FEMA, should assign organizational responsi- 
bility within FEMA for improving or developing manage- 
ment information systems. 
Status: Action completed. 
The Director, FEMA, should establish one or more man- 
agement information systems to systematically provide top 
management with information for planning, implementing, 
and evaluating FE&4 activities. 
Status: Action completed. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
The Federal Emergency Management Agency Can Reduce Mapping Cost 
(WED-i33- 163, 6-23-83) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Flood Insurance Act of 1968 (P.L. 90-448). P.L. 98-35. 

GAO reviewed how the Federal Emergency Management 
Agency (FEMA) selects the method to map communities 
for entry into the National Flood Insurance Program and 

whether it is possible to expedite the conversion of the 
remaining communities without costly and time- 
consuming detailed mapping. 
Findings/Conclusions: GAO found that FEMA uses three 
techniques that vary in duration and cost. Where a commu- 
nity has a large flood-prone area and has a potential for de- 
velopment, the standard method is to produce a rate map 
by doing a detailed study. This approach is costly and takes 
about 4 years. FEMA will occasionally take the existing data 
and produce a rate map similar to the one generated under 
the detailed study approach. Existing data study rate maps 
cost considerably less and take about 2 years to complete. 
Where no development has taken place in a community, 
FEMA can avoid detailed mapping by using a special proc- 
ess to convert the less detailed hazard map, that the com- 
munity received to enter the emergency phase, into a rate 
map. The cost is relatively inexpensive and takes about 1 
year. GAO found that FEMA has relied heavily on the de- 
tailed study approach to produce rate maps. GAO also 
found that the other mapping techniques, in particular the 
special conversion process, were implemented on an ad 
hoc basis and were not part of FEMA annual deciaonmak- 
ing concerning which communities need rate maps. 

Recommendations to Agencies: The Director, Federal 
Emergency Management Agency, should develop a sys- 
tematic approach which: (1) emphasizes developmental po- 
tential in determining which mapping approach to use; (2) 
incorporates other mapping approaches into the decislon- 
making process; (3) weighs the added flood plain manage- 
ment data in a detailed map against the map’s cost and the 
community’s developmental potential; and (4) makes ap- 
propriate mapping decisions on the basis of this Informa- 
tion. 
Status: Action in process. 

Agency Comments/Liction 

FEMA fully agrees with the recommendations to develop a 
more systematic approach for selecting mapping alterna- 
tives and is in the process of contracting for a review to rank 
communities. 

Congress acted on the GAO report and testimony was given 
on this subject in the Housing and Urban-Rural Develop- 
ment Recovery Act of 1983, P.L. 98-181. This legislation 
requires FEMA to submit a plan to Congress by September 
30, 1984, to expedite the conversion of all communities 
containing flood-risk zones to full program status by Sep- 
tember 30, 1987. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
Review of FEMA Role in Assisting State and Local Governments To Develop Hurricane Preparedness Planning 
(RCED-83-182, 7-7-83) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Leg[slatlve Authority: Disaster Relief Act 

In response to a congressional request, GAO reviewed the 
principal Federal programs relating to hurricane prepared- 
ness planning and the preparedness activities of a number 
of State and local governments. 
Findings/Conclusions: GAO found that, although the Fed- 
eral Emergency Management Agency (FEMA) is responsi- 
ble for administering Federal emergency management pro- 
grams, FEMA involvement in hurricane preparedness assis- 
tance has been minimal. FEYIA awarded study grants to 
States with only limited coordination with other Federal 
agencies involved in providing funds and technical assis- 
tance. Further, FEMA was funding preparedness studies 
with little or no assurance that these studies were feasible or 
could lead to workable preparedness plans. GAO noted 
that only recently has FEMA become aware of these prob- 
lems, and it has met with State and local officials to better 
coordinate ongoing studies. GAO concluded that, although 
FEMA has taken positive steps to improve program direc- 
tion, the agency needs to take additional steps to better as- 
sure that such results are achieved. 
Recommendations to Agencies: The Director, FEMA, 
should have the proposals reviewed by the Corps of Engi- 
neers and relevant NOAA agencies. 
Status: Action in process. 

The Director, FEMA, should carefully review State propos- 
als to see that: (1) the proposals are technically feasible; (2) 

the proposed studies will be conducted by technically com- 
petent planners; (3) funding is generally available to com- 
plete the proposals; and (4) officials having ultimate respon- 
sibility for implementing emergency operating procedures 
during a hurricane are involved in the plannng process. 
Status: Action in process. 

The Director, FEMA, to better assure that the FFMA Hurri- 
cane Preparedness Program provides more effective assis- 
tance to States and local governments, should formally re- 
view current hurricane planning efforts to determine the 
best methods for developing and implementing a workable 
preparedness plan. 
Status: Action in process. 

Agency Comments/Action 

The agency has agreed with the thrust of the recommenda- 
tions and has initiated appropriate program changes. 
The House Committee on Government Operations, Sub- 
committee on Legislation and National Security, held hear- 
ings on the Federal role in hurricane preparedness planning 
on May 5, 1983. The Director of the GAO Resources, Com- 
munity, and Economic Development Division testified at 
this hearing. 
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FEDERAL EMERGENCY MANAGEMEPIT AGENCY 

Stronger Direction Needed for the National Earthquake Program 
(RCED-83-103, 7-26-83) 

Budget Function: Community and Regional Development: Disaster Relief and Insurance (453.0) 
Legislative Authority: Earthquake Hazards Reduction Act of 1977 (42 USC. 7701 et seq.). Acid Precipitation Act of 1980. 
Ocean Pollution Planning Act. Executive Order 12148. Executive Order 12381. S. Rept. 97-336. 

Pursuant to a congressional request, GAO evaluated efforts 
by the Federal Emergency Management Agency (FEMA) to 
carry out the role assigned to It by statutory law. described 
Federal activities to assist State and local governments with 
earthquake response planning, and discussed why a predic- 
tion system has not been developed. 
Findings/Conclusions: GAO found that FEMA. the lead 
agency for the National Earthquake Hazards Reduction Pro- 
gram, needs to do more to fulfill the requirements of the 
Earthquake Hazards Redudon Act of 1977. GAO believes 
that the newly formed FEMA Earthquake Policy Review 
Group can provide needed direction to Federal agencies in 
the program by improving interagency planning, budgeting, 
and evaluation. Progress has been slow in developing earth- 
quake response plans at the State and local levels and In 
the private sector, and future progress will depend upon 
adequate FEMA direction and upon the resources available 
to those preparing the actual plans. GAO also found that an 
operational earthquake prediction system. an objective of 
the act, has not been developed, because necessary tech- 
nological advances have not occurred. Although current 
monitoring systems can produce warnings, but not predic- 
tions, of an impending earthquake, further basic research is 
needed before reliable short-term predictions are feasible. 
Recommendations to Agencies: The Director of FEMA 
should formalize and strengthen the role of the Earthquake 

Policy Review Group as the program’s oversight and man- 
agement body by: scheduling regular meetings; instituting a 
process that. will bring important Issues before it for dect- 
sion, including establishing program goals, priorities, budg- 
ets, and target dates; and requesting, if necessary, specific 

congressional funding for its activities. 
Status: Action in process. 

The Director of FEMA, through the interagency body, 
should determine the level of priority that should be as- 
signed to achieving advances in technology and knowledge 
necessary to make a predlction system feasible. This deter- 
mination should weigh the costs and uncertainties of a pre- 
diction system against the potential benefits of reducing 
loss of life and injuries as well as reducing property damage 
and disruption. If it is decided that the development of an 
operational system is vital to the Nation‘s disaster prepared- 
ness and scientific and other problems can be overcome, 
then FEMA and the GeologIcal Survey, through the Nation- 
al Earthquake Hazards Reduction Program, should seek to 
arrange adequate funding for 1t.s development. 
Status: Action in process. 

Agency Comments/Action 

The agency agreed with the recommendations and has ini- 
tiated corresponding program changes. 

The Senate Committee on Commerce. Science and Trans- 
portation, SubcommIttee on Science. Technology, and 
Space, held hearings on the Federal role in earthquake pre- 
paredness on March 3, 1983. The GAO Resources, Com- 
munity, and Economic Development Division testified at 
this hearing. 
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FEDERALEMERGENCYMANAGEMENTAGENCY 
Consolidation of Federal Assistance Resources Will Enhance the Federal/State Emergency Management Effort 
(GGD-83-92, 8-30-83) 

Budget Function: National Defense: Defense-Related Activities (054.0) 
Legislative Authority: Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (P.L. 96-510). 
Executive Order 12 148. Reorg. Plan No. 3 of 1978. OMB Circular A-87. 31 U.S.C. 1301. 

GAO discussed the Federal Emergency Management 
Agency’s (FEMA) need for consolidation of Federal assis- 
tance resources for emergency management and reviewed 
the agency’s Comprehensive Cooperative Agreement 
(CCA) initiative. 
Findings/Conclusions: A total of 15 separate FEMA 
categorical planning and preparedness programs were 
funded at $83 million in fiscal year 1982 and $90 million in 
1983. GAO believes that the fragmentation spawned by 
most of these 15 programs frustrates States’ full achieve- 
ment of national emergency management or civil defense 

goals. The programs are too often narrowly defined and 
States cannot transfer funds between them. GAO stated 
that the categorical assistance structure promotes costly 
and inefficient program administration. Specifically, GAO 
found that categorical programs encourage States to per- 
form overlapping planning and to duplicate emergency 
management activities. States sometimes overcame the 
categorical restrictions by undertaking a comprehensive 
and coordinated management effort. However, these prac- 
tices could be curtailed if FEMA requirements were strictly 
enforced. In recognition of the constraints of the categorical 
structure, FEMA inrtiated the CCA, whrch gives States dis- 
cretion in achieving program objectives. While the CCA lim- 
its the ability of FEMA to hold States accountable for 
categorical programs, FEMA is still held accountable by 
Congress for spending appropriated funds in the categori- 
cal manner. GAO believes that a consolidated assistance 
program that retains State accountability for achieving Fed- 
eral objectives would enhance the effectiveness and effi- 
ciency of the Federal/State emergency management effort. 
Recommendations to Agencies: The Director, FEMA. 
should prepare a legislative proposal to remove statutory re- 
strictions which currently prevent or complicate the consoli- 
dation of related planning and preparedness programs. 
Status: Action in process. 

Pending preparation and approval of a legislative consolida- 
tion proposal, the Director, FEMA, should reinforce the ad- 
mrnistrative consolidation initiative by seeking congression- 
al approval for limrted exemption from reprograming re- 
strictions; and by identifying and, to the extent practicable, 

consolidating related programs presently unconstrained by 
statutory requirements into one budget program element. 
Status: Action in process. 

To further reinforce the administrative consolidation and in 
preparation for the more fundamental legislative consolida- 
tion, the Director, FEMA, should also enhance the agency’s 
capacity to implement a more results-oriented approach to 
holding States accountable for achieving Federal objectives 
by: (1) specifying in measurable terms all program objec- 
tives and evaluation criteria; (2) improving monitoring and 
evaluation of State performance in achieving program ob- 

jectives; (3) developing and communicating to the States a 
realistic sanction system. 
Status: Action completed. 

The Director, FEMA, should also require each State, in its 
application for consolidated assistance, to specify how Fed- 
eral emergency management programs funded by other 
Federal agencies relate to the CCA and, when implement- 
ed, the consolidated FEMA program. 
Status: Action in process. 

Agency Comments/Action 

FEMA generally agreed with the conclusions and recom- 
mendations and indicated that it hopes to realize the objec- 
tives of the recommendations. It is currently considering the 
first two GAO recommendations to prepare legislative pro- 
posals. It has already combined two appropriations into 
one, as GAO suggested. With regard to the third GAO 
recommendation, it indicates that it has specified objectives 
in measurable terms, developed evaluation criteria, im- 
proved monitoring procedures to verify State results, and 
developed a sanction system to withhold 50 percent of a 
State’s funds if performance in the prior year is not accept- 
able. 
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FEDERALENERGYREGULATORYCOMMISSION 
Federal Energy Regulatory Commission Makes Progress Toward Expanding User Fee Program 
(RCED-83-2, 2-9-83) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Legislative Authority: Independent Offices Appropriation Act, 1952. OMB Circular A-25. 

GAO examined the Federal Energy Regulatory Commis- 
sion’s (FERC) efforts to develop a user fee system, which 
would include licensing and filing fees and annual charges 
collected from the oil, pipeline, electric, and natural gas 
companies which use FERC services. 
Findings/Conclusions: FERC has taken actions to develop a 
strong user fee program. However, GAO believes that 
FERC could further strengthen the program by: (1) imple- 
menting procedures to periodically test the accuracy of its 
staff time reporting system; (2) developing written criteria as 
to which costs should be included or excluded in calculat- 
ing the average cost for one employee, a key ingredient in 
the fee determination process; (3) preparing a user require- 
ments analysis of its new accounting system; and (4) 
proceeding with the creation of one specific office to cen- 
tralize management over all user fee program activities. In 
seeking to address these needs, FERC is installing an auto- 
mated Time Distribution Reporting System to provide more 
accurate staff day information. Further, FERC is working to 
adopt an existing Department of Energy accounting sys- 
tem. Although these are significant steps, GAO believes that 
more can be done to strengthen the FERC user fee pro- 
gram. 
Recommendations to Agencies: The Chairman, FERC, 
should direct that procedures be established for periodically 

testing the accuracy of the data generated by the Commis- 
sion’s Time Distribution Reporting System. 
Status: Action in process. 
The Chairman, FERC, should direct that criteria be 
developed to specify and explain which costs are to be in- 
cluded and excluded in determining the average cost for an 
employee. 
Status: Action completed. 
The Chairman, FERC, should direct that overall responsibil- 
ity for managing and directing the operations of the user fee 
program be assigned to one office. 
Status: Action completed. 
The Chairman, FERC, should direct that a user require- 
ments analysis be prepared for the proposed accounting 
system, giving special consideration to the requirements for 
the user fee system and a possible future tie-in with the 
Time Distribution Reporting System. 
Status: Action completed. 

Agency Comments/Action 

FERC agreed with all four of the recommendations and has 
taken appropriate action on three of them. 
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FEDERAL ENERGY REGULATORY COMMISSION 

Federal Energy Regulatory Commission Has Expedited Case Processing; Additional improvements Needed 
(RCED-83-57, 6-70-83) 

Budget Function: Energy: Energy information, Policy, and Regulation (276.0) 
Legislative Authority: Administrative Procedure Act Natural Gas Policy Act of 1978 (15 USC. 3301). Public Utility Regula- 
tory Policies Act. Energy Tax Act of 1978. National Energy Conservation Policy Act. Powerplant and Industrial Fuel Use Act 
of 1978. 18 C.F.R. 1.28(a). 18 C.F.R. 1.28(c). S. 262 (96th Cong.). S. 755 (96th Gong.). HR. 5363 (97th Cong.). 

In response to a congressional request, GAO reported on 
the status of the Federal Energy Regulatory Commission’s 
(FERC) current caseload and the improvements it has 
made rn its caseload management in response to a prior 
GAO report. 
Findings/Conclusions: GAO found that FERC has imple- 
mented most of the recommendations which GAO made in 
regard to problems in FERC technical and environmental 
reviews, hearings procedures, post-hearing legal reviews, 
and managerial problems. A major time-consuming factor 
was found to be the large number of incomplete applica- 
tions recerved. which necessitated an Inordinate amount of 
staff followup time. The report also noted that many of the 
lengthrest cases could be expedited if FERC administrative 
law judges (ALJ) were stricter about granting extensions. 
The prior report also concluded that FERC could expedite 
case processing by: (1) delegating the more routine cases 
to staff for decision; (2) ensuring that its management infor- 
mation system contarns sufficient data; and (3) establishing 
rules on issues common to many cases. The improvements 
already made by FERC have resulted in faster processing of 
several major types of cases, which has helped reduce the 
backlog from about 3,600 cases in fiscal year (FY) 1978 to 
about 2,000 cases in FY 1982 despite an increase in FERC 
responsibilities and caseload under the National Energy 
Act. However, GAO noted that further FERC actions are 
possible and would yield benefits. 
Recommendations to Congress: Congress should require 
regulatory agencies, such as FERC, to develop AW per- 
formance standards. 
Status: No action initiated. Date action planned not known. 

Congress should assign the responsibility for periodically 
evaluating AW performance to another organization, such 
as the Office of Personnel Management of the Administra- 
tive Conference of the United States. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Chairman, FERC, 
should reject incomplete natural gas applications to 
discourage unnecessary applicant delays in resolving defi- 
ciencies, when such action is in the public interest. 
Status: Action in process. 

The Chairman, FERC, should obtain the timely involvement 
of the Director, Office of Electric Power Regulation, to ex- 
pedite those cases where interagency comments are re- 
quired on the environmental impact of new hydroelectric 
projects. 
Status: Action in process. 

The Chairman, FERC, should improve the efficiency and ef- 
fectiveness of the review of cases pending final FERC action 
or reconsrderations by: limiting and expediting the Office of 
Opinions and Reviews (OOR) review process and revising 
OOR review policy to reflect those opinions that best ac- 
complish this objective: summarily affirming all AW initial 
decisions not meeting the criteria it establishes under this 
review policy; placing a higher priority on FERC action in 
cases pending rehearing by initially limiting extensions of 
time for decisions on rehearing requests to a firm, but rea- 
sonable, time penod (90 days) and, thereafter, allowing fur- 
ther extensions only upon finding certain exceptronal case 
characteristics that it should define in its rules of practice 
and procedure. 
Status: No action initiated. Date action planned not known. 

The Chairman. FERC. should complete ongoing actions to 
ensure that complete processing milestone dates are en- 
tered into the Management Information System. 
Status: Action in process. 

The Chairman, FERC, should finalize its generic rulemaking 
to prevent unnecessary relitigation of common, or generic, 
issues. 
Status: Action in process. 

The Chairman, FERC, should use currently available mone- 
tary penalties to discourage unnecessary delay by appli- 
cants when prescribed deadlines have not been met and 

such action is in the public interest. 
Status: Action in process. 

Agency Comments/Action 

FERC generally concurred and stated that action is being 
started on many of the recommendations. 
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FEDERAL ENERGY REGULATORY COMMISSION 

Need To Revise Eligibllify Criterion for One Natural Gas Price Category and Eliminate Backlog in Refund Con- 
iroi Work 
(RED-83-3, 8-18-83) 

Budget Function: Energy: Energy Information, Policy, and Regulation (276.0) 
Legislative Authority: Natural Gas Policy Act of 1978. 18 C.F.R. 271.805.44 Fed. Reg. 44660.44 Fed. Reg. 49660. Phillips 

Petroleum Co. v. Wisconsin, 347 US: 672 (1954). 

GAO conducted a follow-on review to assess the accuracy 
of natural gas well determinations for Natural Gas Policy Act 
incentive-priced categories to determine whether: (1) prices 
received by producers and ultimately paid by consumers 
are in agreement with the prices prescribed by the act; and 
(2) procedures are sufficient for making accurate pricing 
determinations. 

Findings/Conclusions: Most of the wells which GAO re- 
viewed were correctly categorized under the act’s and Fed- 
eral Energy Regulatory Commission’s (FERC) implement- 
ing criteria. However, the FERC criterion for certain natural 
gas stripper wells does not meet act requirements. FERC 
interpretations allow wells which subsequently begin earn- 
ing a higher return to retain their qualification for this higher 
price category. The act allows only natural gas which is not 
produced in conjunction with crude oil to receive stripper 
prices because revenues from crude oil production would 
obviate the need for incentive prices for the low volume of 
natural gas produced. Consequently, consumers are 
charged higher prices for this natural gas. FERC has 
developed a huge backlog in its program to detect and re- 
quire refunds of overcharges in various categories by natu- 
ral gas producers because: (1) the staff is unable to keep 
current with cases received; and (2) a surge of cases was 
created by closing 2 loophole in regulations. Although 
FERC has taken some measures to expedite case process- 
ing, it has not been able to process fund reports and cases 
in a timely manner. This backlog and the associated proc- 
essing timelag may allow overcharges to increase, and the 

eventual refunds may not reach the consumers who paid 
the charges. The backlog may also present difficulties in ef- 
fecting an orderly completion of the compliance program 
when price controls end. 
Recommendations to Agencies: FERC should revise the 
Natural Gas Policy Act regulations to prohibit continued 
stripper status for wells with subsequent oil production 
exceeding its sliding-scale criterion. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency continues to disagree with the recom- 
mendation. GAO believes that it is still valid, but the ben- 
efits to be obtained and the dim prospects of obtaining a 
change do not warrant further GAO work. 
FERC should take timely and aggressive action to identib 
the actual size and type of backlog work and the procedural 
or staffing problems causing the backlog in the refund con- 
trol program and use this information to eliminate the back- 
log of refund reports and cases and keep caseload process- 
ing current through the end of Natural Gas Policy Act price 
controls. 
Status: Action in process. 

Agency Comments/Action 

FERC states that it has taken action to identify the actual 
workload and has added staff to eliminate the backlog in 
fiscal year 1984 and keep work current thereafter. This 
would meet the recommendation. FERC continues to 
disagree with the recommendation regarding stripper well 
criteria and plans to make no changes. 
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FEDERAL RESERVE SYSTEM 

BOARD OF GOVERNORS 

Federal Reserve Could Improve the Efficiency of Bank Holding Company inspections 
(GGD-87-79, 8-18-81) 

Budget Function: Commerce and Housing Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Banking Act of 1933 (48 Stat. 168). Bank Holding Company Act (70 Stat. 133). Financial Institutions 
Regulatory and interest Rate Control Act of 1978 (92 Stat. 3683). 80 Stat. 236. 80 Stat. 1760. 

GAO reviewed the Federal Reserve’s bank holding com- 
pany supervision program. The report was done because 
the number of bank holding companies has grown rapidly, 
and the Federal Reserve has made a number of changes to 
improve its supervision and accommodate the increasing 
workload. GAO wanted to determine whether further revi- 
sions in holding company inspection procedures were 
needed. 

Findings/Conclusions: GAO found indications that certain 
operating characteristics of bank holding companies were 

related to the degree of risk to which the company might be 
exposed. The risk seemed particularly high if the holding 

company had credit-extending nonbank activities. GAO 
found that the Federal Reserve may not be adequately ad- 
dressing this risk in determining: (1) what information hold- 
ing companies should be required to report to permit effec- 
tive monitoring and inspection of these activities; (2) when 
to make inspections because of potential problems; and (3) 
how much examination coverage should be given to these 
activities. Moreover, GAO found that in some districts more 
information and expertise may be needed to properly evalu- 
ate nonbank activities. GAO also found that more flexibility 
was needed in the Federal Reserve’s holding company su- 
pervision policy. In addition, the Federal Reserve Bank 
needs to exercise more control over surveillance actions 
taken by district banks. Finally, GAO believes that the Fed- 
eral Reserve could further increase the efficiency of onsite 
inspections by relying on bank examiners to obtain needed 
bank holding company data during subsidiary bank exami- 
nations. 
Recommendations to Agencies: The Chairman, Board of 
Governors of the Federal Reserve System, should clarify in- 
spection frequency guidelines to encourage district banks 
to inspect holding companies whenever there is a perceived 
need, regardless of inspection schedules. In assessing per- 
ceived need, the district banks should place greater reliance 
on surveillance and give more emphasis to companies 
which have nonbank subsidiaries that extend credit. 
Status: Action completed. 

The Chairman, Board of Governors of the Federal Reserve 
System, should increase expertise in nonbank industries 
and improve training and control mechanisms to ensure 
that the risk of holding companies’ nonbanking operations 
is uniformly and adequately considered in the surveillance 
and onsite inspection processes. 
Status: Action completed. 

The Chairman, Board of Governors of the Federal Reserve 
System, should reassess reporting requirements to improve 
the information available on the activities of holding com- 
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panies’ nonbank subsidiaries, including peer group data for 
comparative peer group analysis. This reassessment should 
attempt to minimize any increased reporting burden by 
concentrating on collecting only those data required for ef- 
fective holding company supervislon. 
Status: Action in process. 

The Chairman, Board of Governors of the Federal Reserve 
System, should establish procedures for evaluating district 

bank surveillance activities. Such evaluations should 
prompt establishment of more definitive guidelines and cn- 

teria for district bank activities and should ensure that the 
most appropriate practices. from a programmatic and eco- 

nomic standpoint, are adopted. 
Status: Action completed. 
The Chairman, Board of Governors of the Federal Reserve 
System, should revise the inspection manual to limit onsite 
inspection tasks to those which are needed in each cir- 

cumstance. 
Status: No action initiated. Date action planned not known. 

The Chairman, Board of Governors of the Federal Reserve 
System, should develop the concept under whtch the Fed- 
eral Reserve would request the Federal bank examiners 
from each agency to perform needed holding company 
tasks in the course of their bank examinations. GAO recog- 
nized that this concept will not be appropriate in all cases 
and that its use will depend upon timing, examiner capabill- 
ty and availability, and the economics of each situation. 
GAO anticipates that this concept will be most appropriate 
for holding companies that do not conduct nonbanking ac- 
tivities and where the holding company and the subsidiary 
bank management are essentially the same. 
Status: Action in process. 

Agency Comments/Action 

The Federal Reserve has taken a number of steps to 
enhance the flexibility of the inspection process and im- 
prove the allocation of inspection resources. It revised its 
inspection frequency guidelines to extend the time between 
inspections of sound companies and to place greater em- 
phasis on inspecting companies whose nonbank activities, 
degree of leverage, or financial condition suggest greater 
levels of risk. The Federal Reserve operations review is plac- 
ing greater emphasis on evaluating the surveillance activi- 
ties of district banks, and it has established a mechanism 
for district banks to share the results and experiences of 
their surveillance activities. The Federal Reserve has in- 
creased training of its inspection staff to assess the potential 



risk of nonbanking subsidiaries to the holding company. 
The Federal Reserve revised its supervision manual to place 
greater emphasis upon off-site analysis of financial factors. 
The Federal Reserve has also entered into an agreement 
with the Comptroller of the Currency and the Federal De- 
posit Insurance Corporation whereby joint examination of 
certain bank holding companies would be conducted. 
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GENERAL SERVICES ADMINISTRATION 

GSA’s Management of Reimbursable Building Services Needs Improvement 
(PLRD-81-46, 7-8-81) 

Budget Function: General Government: General Propertv and Records Management (804.0) 
Legislative Authority: P.L. 92-313. 

. _ 

The General Services Administration (GSA), through its 
Public Buildings Service, charges tenant agencies for space 
and related services in Federal buildings and federally 
leased space. GSA also charges tenant agencies for special 
services which they request beyond the standard level of re- 
pairs and initial space alterations, building operations and 
maintenance, and physical protection and building security. 
These special services are commonly referred to as reim- 
bursables. 
Findings/Conclusions: Although reimbursable work is the 
second largest source for financing the Federal Buildings 
Fund of GSA, it has not received the status of a major agen- 
cy program. GSA has not assigned anyone overall responsi- 
bility for managing these services. Management is frag- 
mented and responsibility for monitoring quality, prompt- 
ness, and cost varies among and within GSA regions be- 
cause of inadequate control by both regional and head- 
quarters management. Compounding the effect of frag- 
mented management is the lack of clear guidance by the 
Public Buildings Service. Controls are weak and reports 
developed to monitor such services are inadequate or not 
used. Delivery of reimbursable services has been incon- 
sistent and reimbursements are inconsistent among 
tenants because criteria for determining which services are 
reimbursable are unclear. GSA maintains that reimburse- 
ment is required only for services beyond the standard level 
provided in commercial practice. However, GSA has not 
adequately defined the standard level, and GSA reimburs- 
ables continue to rise. The agency has no criteria for deter- 
mining whether agencies’ requests for protective services a- 
bove those it normally provides are really necessary. 
Although GSA management has been aware of the prob- 

lems it is experiencing in providing reimbursable services, it 
has taken little corrective action. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should require the Commissioner, Public 
Buildings Service, to continually monitor and evaluate the 
program to improve management and ensure the quality of 
services, the reasonableness and consistency of charges, 
the soundness of controls, and the adequacy and uniformi- 
ty of procedures. 
Status: Action in process. 

The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to manage re- 
sources in support of the program to ensure that reimburs- 
able requests are justified and that services are promptly de- 
livered. 
Status: Action completed. 

The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to publish clear 
criteria for determining what services are reimbursable and 
procedures for providing them. 
Status: Action completed. 

Agency Comments/Action 

GSA shared the GAO concern that action should be taken 
to improve the reimbursable services program and cited ac- 
tions underway or proposed. The Public Buildings Service 
issued a task force report on improving management of the 
reimbursable program in March 1982. which contains 
many recommendations, none of which have yet been im- 
plemented by GSA. GSA also issued in April 1983 some re- 
vised criteria regarding what services are reimbursable. 



GENERAL SERVICES ADMINISTRATION 
GSA’s Cleaning Costs Are Needlessly Higher Than in the Private Sector 
(At=MD-87 -78, 8-24-81) 

Budget Function: General Government: General Property and Records Management (804.0) 
Legislative Authority: Property and Administrative Services Act. Service Contract Act of 1965. Reorg. Plan No. 18 of 
1950. OMB Circular A-76. S. 1340 (96th Cong.). H.R. 4477 (96th Cong.). 5 U.S.C. 5343(a). 

GAO conducted a review of the office building cleaning 
services of the General Services Administration (GSA). By 
examining the productivity of GSA custodians and com- 
paring their performance to that of private sector custodial 
firms, GAO was able to identify areas where improvement 
could yield important cost savings. 
Findings/Conclusions: GSA is spending considerably 
more than necessary to clean Federal office space. GSA 
uses its own in-house cleaners, contracts for cleaning, 
and has cleaning provided by landlords. At the four re- 
gions studied, it costs GSA over 50 percent more to clean 
with its in-house staff than with contractors and nearly 
twice as much as its landlords pay to clean leased Federal 
offices. Low productivity and high wages are the primary 
causes for the cost differentials. GSA has taken little ac- 
tion to reduce in-house cleaning costs. , It has not imple- 
mented the provisions of an Office of Management and 
Budget (OMB) circular which requires GSA to contract for 
cleaning when it is more economical to do so. GSA has 
not completed any comparative cost studies nor improved 
the productivity of its in-house staff in preparation for the 
required comparative studies. GSA is only slowly convert- 
ing to contract cleaning as attrition reduces its in-house 
custodial work force. GSA contractors are required to 
clean mainly during the day despite industry surveys 
which showed that night cleaning is 20 to 30 percent 
more productive. A GSA requirement that cleaning con- 
tractors provide a minimum number of staff hours on 
each contract to help ensure quality is not accomplishing 
its objective. It eliminates the incentive for contractors to 
improve productivity and save hours. Multiyear contracts 
would provide incentives for contractors to maximize effi- 
ciency and quality that the present l-year contracts do not 
provide. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should explore with OMB the use of a 
streamlined approach for making OMB Circular A-76 cost 
comparisons for cleaning activities. 
Status: Action completed. 

The Administrator of General Services should complete 
the cost comparisons required by OMB Circular A-76 as 
rapidly as possible to determine whether cleaning services 
should be provided by in-house staff or contract person- 
nel and develop a plan to implement the study results. 
Status: Action in process. 
The Administrator of General Services should allow con- 
tractors the flexibility to clean when they deem it most 
productive. Daytime cleaning constraints should not be 
imposed unless the cost effectiveness can be document- 
ed. 
Status: Action completed. 
The Administrator of General Services should eliminate 
the minimum labor hour requirement from cleaning con- 
tracts. Thorough preaward surveys and on-site inspec- 
tions that utilize random sampling techniques should be 
used to ensure quality. 
Status: Action completed. 
The Administrator of General Services should require that 
cleaning contracts with disadvantaged businesses be ob- 
tained at a cost reasonably close to that of competitively 
bid contracts. 
Status: Action completed. 
The Administrator of General Services should revise the 
set-aside determination for small businesses so that large 
contractors can bid on some cleaning contracts, especial- 
ly those for larger buildings. 
Status: No action initiated. Date action planned not 
known. 
The Administrator of General Services should use renewal 
options, at least on a pilot basis, in cleaning contracts. 
Status: Action completed. 

Agency Comments/Action 

GSA is making cost comparison studies and is preparing 
to convert to contract cleaning where it is less expensive. 
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GENERAL SERVICES ADMINISTRATION 

GSA’s Federal Buildings Fund Fails To Meet Primary Objectives 
(PLRD-82-18, 12-17-87) 

Budget Function: General Government: General Property and Records Management (804.0) 
Legislative Authority: Public Buildings Amendments of 1972 (P.L. 92-313). S. 533 (97th Gong.). H.R. 1938 (97th Cong.). 

The Federal Buildings Fund was established in 1972 to fi- 
nance the General Services Administration’s (GSA) acquisi- 
tion and operations of Government owned and ieased 
buildings. Federal agencies occupying space in GSA con- 
trolled buildings pay standard level user charges based on 
comparable commercial rates, which are deposited in the 
Fund and then made available in annual appropriation acts 
to GSA for construction, leasing, and real property opera- 
tions. GAO reviewed the Fund to determine the success it 
has had in meeting its primary objectives of: (1) providing 
sufficient funding for construction; and (2) making execu- 
tive agencies more space conscious. 
Findings/Conclusions: GAO found that, to date, the Fund 
has not accomplished its two primary objectives. It has not 
generated sufficient revenues for construction, and there is 
no evidence indicating that anticipated improvements in 
space utilization have occurred. GAO stated that the Fund 
has not generated sufficient revenues for construction be- 
cause it has experienced a cash flow problem since its in- 
ception. The Fund was created without receiving any up- 
front funds, and then it was expected to reverse the effect of 
prior budgetary decisions to lease rather than construct 
needed space. Given enough time, the Fund may over- 
come the cash flow problems. Also, the outlook for the 
Fund providing increased revenues for construction has 
improved somewhat because of the refinements in the 
method used to compute rental rates. In regard to space 
utilization, there is no evidence indicating that there has 
been any appreciable improvement in space usage by 
tenant agencies or that cost savings have occurred because 
agencies must budget and pay for the space they occupy. 
GAO concluded that the imposition of a user charge has 
not brought about the substantial space reductions and 
cost savings that were anticipated when the Fund was es- 
tablished.~ 

Recommendations to Congress: Congress should either 
grant the General Services Administration authority to bor- 
row from the Treasury or make direct appropriations availa- 
ble to the Fund to augment its resources. 
Status: Action in process. 
The House and Senate Committees on Appropriations 
should require agencies to disclose, in their budget re- 
quests to Congress, information on space usage and costs. 
Status: No action initiated. Date action planned not known. 
Recommendations to Agencies: The Administrator of the 
General Services Administration should require, pursuant to 
Federal Management Regulations, that periodic space utili- 
zation inspections and surveys be conducted to ensure effi- 
cient and effective use of space. 
Status: Action in process. 
The Administrator of the General Services Administration 
should place increased emphasis on correcting the defi- 
ciencies in the two automated systems which are used to 
manage public building operations. 
Status: Action in process. 

Agency Comments/Action 

The GSA agreed with the recommendations and stated 
that it intends to act on them. Concerning space usage, 
GSA issued an amendment to its Federal Property Man- 
agement Regulations in February 1983. The objective of 
this regulation is for agencies to achieve an overall utillza- 
tion rate of 135 square feet per person in a reasonable 
period of time. Executive Order 12411 of March 29, 1983, 
requires that space assigned to each employee be held to 
a minimum necessary to accomplish tasks. 
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GENERALSERVICESADMINISTRATION 
Better lnformafion Management Could Alleviate Oversight Problems With the GSA Construction Program 
(PLRD-82-87, 7-9-82) 

Budget Function: Procurement - Other Than Defense (990.4) 
Legislative Authority: Public Buildings Act. Paperwork Reduction Act of 1980. H.R. 6410 (97th Cong.). H. Rept. 96-835. S. 
14i 1 (97th Gong.).. 

GAO was asked to review the General Services Administra- 
tion’s (GSA) Public Buildings Setice’s ability to provide ac- 
curate and timely information on construction. 
Findings/Conclusions: GAO found that information on proj- 
ect cost, scope, and schedule variances is not routinely pro- 
vided to congressional committees or GSA top manage- 
ment, nor is it accurate or timely. This lack of information 
prevents Congress from effectively evaluating progress on 
approved projects or identifying cost overruns and delays. 
Extensive manual efforts are required to generate oversight 
information reports, in spite of the availability of an informa- 
tion system designed to collect the needed data. Further, 
the GSA information management organization is not 
structured or properly positioned to effectively resolve such 
problems or to respond to the needs of program managers. 
The automated tracking system cannot provide complete 
and meaningful project performance information, and it 
does not provide reliable oversight reports because its data 
base contains inaccurate and outdated information. GAO 
found that: (1) GSA never completed the required post- 
implementation system review/evaluation to determine 
whether the system was designed and is functioning prop- 
erly; (2) the system’s integrity and reliability are not main- 
tained because users do not follow the National Bureau of 
Standards Federal Information Processing Standards; and 
(3) use of the system is not required, nor do GSA regions 
adequately support it. The problems in this review are indi- 
cative of deeper ones in the overall GSA information re- 
sources management. 

Recommendations to Agencies: The Administrator of Gen- 
eral Services should conduct a post-implementation system 
review of the Repair and Alteration and Construction Auto- 
mated Tracking System (RACATS) to determine whether it 
should be redesigned to collect and analyze all the data 
necessary to provide complete project performance infor- 
mation or whether a more suitable existing system should 
be acquired. 
Status: Action in process. 

The Administrator of General Services should require that 
the Commissioner of the public Buildings Service enforce 
adherence to Federal Information Processing Standards by 
user organizations. 
Status: Action completed. 

The Administrator of General Services should require that 
regions document all nonstandard RACATS programs fully 
and that the regions submit this documentation to the cen- 
tral office where it will be kept on file for control purposes. 
Status: Action completed. 

The Administrator of General Services should require that a 
full and complete inventory be made of all nonstandard 

programs and that a listing of all available programs be 
disseminated to be regions. 
Status: Action completed. 

The Administrator of General Services should acquire com- 
puter graphics capability which is cost effective to eliminate 
extensive, manual efforts expended in preparing manage- 
ment reports. 
Status: Action in process. 

The Administrator of General Services should correct the 
input error problem through training, and possibly by ac- 
quiring better input devices, such as optical readers or other 
new input technology. 
Status: Action in process. 

The Commissioner of the Public Buildings Service and the 
designated information resources manager of GSA should 
correct and improve RACATS so that it adequately fulfills 
the current needs of the agency or acquire another existing 
system which will fulfill its needs. 
Status: Action in process. 

The Commissioner of the Public Buildings Service and the 
designated information resources manager of GSA should 
require Service managers to use whichever system is ulti- 
mately selected for agency use. 
Status: Action in process. 

The Commissioner of the Public Buildings Service and the 
designated information resources manager of GSA should 
enforce the timely input of required data into the selected 
system. 
Status: Action in process. 

The Administrator of General Services should appoint a 
senior official experienced in information management as 
the permanent information resources manager, designated 
at assistant administrator or equivalent level, reporting 
directly to him, with the sole responsibilities of this official 
being to implement the Paperwork Reduction Act of 1980 
and assume all the duties required by the Act. 
Status: Action completed. 

The Administrator of General Services should require top 
management’s involvement and cooperation in information 
resources management (IRM) and emphasize the senior 
IRM official’s authority over all IRM activities at GSA. 
Status: Action completed. 

The Administrator of General Services should establish a 
central IRM office, headed by the senior official, consolidat- 
ing existing offices. This office should include such IRM- 
related subcomponents as deemed necessary for the senior 
official to carry out his/her responsibilities. 
Status: Action completed. 
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Agency Comments/Action 

GSA is in substantial agreement with the report’s findings 
and recommendations. Corrective actions were promised 
on all recommendations. 



GENERALSERVlCESADMINISTRATION 

GSA Could Do More To Improve Energy Conservation in New Federal Buildings 
(PLRD-82-90, 7-12-82) 

Budget Function: Procurement - Other Than Defense (990.4) 
Legislative Authority: Executive Order 12003. 

GAO reviewed the General Services Administration’s (GSA) 
ability to reduce energy consumption in newly designed 
Federal buildings to meet the standards specified in Execu- 
tive Order 12003. 
Findings/Conclusions: Ineffective communications con- 
cerning energy conservation requirements between the 
GSA Central Office, its regional offices, and architect- 
engineer (A/E) firms is one reason the firms are submitting 
unsatisfactory designs. The condition exists even though 
GSA has issued guidelines and criteria for its energy con- 
servation requirements and offers any assistance necessary 
to help A/E firms achieve the building energy usage goals. 
The Norris Cotton Federal Building is the GSA energy con- 
servation demonstration project. The successes, failures, 
and problems experienced in this building are not made 
known by GSA to others for consideration in designing new 
Federal buildings. Other factors which contribute to unsa- 
tisfactory designs and which need to be improved are: (1) 
the regional offices’ not having adequate knowledge of en- 
ergy conservation technology to ensure that design submis- 
sions comply with GSA requirements: (2) the Central Of- 
fice’s having no assurance that problems identified will be 
solved because the regions are not required to implement 
the corrective actions; (3) the failure to conduct all planned 
post-occupancy evaluations; (4) a delay in completing the 
instructions implementing the revised management for 
processing designs; and (5) the lack of a standard for evalu- 
ating energy conservation expertise when selecting A/E 
firms. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should require the Commissioner, Public 
Buildings Service, to incorporate into the energy conserva- 
tion guidance provided to architect and engineering firms, 
the experiences gained on projects constructed after the 
Norris Cotton Federal Building. 
Status: Action completed. 

The Administrator of General Services should direct the 
Commissioner, Public Buildings Service, to promptly imple- 
ment the procedures for the revised policy to improve the 
quality of designs. 
Status: Action in process. 

The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to implement the 
post-occupancy evaluation program with specific attention 
to energy conservation matters. 
Status: Action in process. 

The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to establish a 
standard, with minimum and maximum values, for evaluat- 
ing energy conservation expertise when selecting architect 

and engineering firms. 
Status: Action completed. 

The Administrator of General Services should require the 
Commissioner, Public Buildings Service, to summarize the 
successes, failures, and problems gained from the Norris 
Cotton Federal Building into a document, showing how this 
knowledge can be applied to other new Federal buildings, 
and provide this document to designers of other Federal 
buildings. 
Status: Action completed. 

The Administrator of General Services should require the 
Commissioner of the Public Buildings Service, to provide 
the training necessary in the GSA energy conservation re- 
quirements and state-of-the-art energy conservation tech- 
nology for the regional energy design review staff to per- 
form their duties. 
Status: Action completed. 

Agency Comments/Action 

GSA is in substantial agreement with the report’s findings 
and implementation of those with which it is in full agree- 
ment is underway. GSA has reservations about two recom- 
mendations: (1) summarizing results of the Cotton Building 
studies; and (2) the post-occupancy evaluation program. 
The recommendations on architect and engineering selec- 
tion criteria will be implemented in the near future. 
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GENERALSERVICESADMINISTRATION 
Consolidation of GSA Depot Function Can Save Millions and improve the Use of Depot Resources 
(PLRD-82-109, 8- 16-82) 

Budget Function: General Government: General Property and Records Management (804.0) 

GAO reviewed the General Services Administration (GSA) 
depot system for storing and distributing commonly used 
supply items. 
Findings/Conclusions: Over the past 10 years, the system 
has been reduced from 25 to 15 depots; however, GAO be- 
lieves that the system can be further reduced to 8 depots 
which would save nearly $7 million annually in space costs. 
In addition, due to the high degree of commonality of sup- 
ply items among the depots, inventory could be reduced by 
$25 million. GAO also believes that the consolidation could 
improve supply performance by using depot personnel 
more effectively. Since GSA uses an economic order quan- 
tity formula to manage common supply items, the number 
of receipts and the receipt processing workload would be 
reduced as well. Transportation costs could be increased by 
the proposed consolidation. However, the increases in 

transportation costs would be partially offset by savings 
resulting from fewer total shipments from suppliers. GAO 

estimates that the one-time personnel costs of consolida- 
tion would be about $3 million. Nonpersonnel costs would 
vary, depending on how the consolidatron is accomplished. 
If consolidation is accomplished over an extended period, 
nonpersonnel costs could be minimized. As an alternative 

to consolrdating the GSA depot system, GAO consrdered 

the potential benefits of transferring the depot function to 
the Defense Logistics Agency (DL4). However, due to 
higher staffing requirements at the DL4 depots, GAO be- 
lieves that greater savings could be achieved by retaining 
and consolidating the function within the GSA depot sys- 
tem. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should direct the Commissioner of the Federal 
Supply Service to immediately begin action to consolidate 
its depot system and assess the benefits of consolidating 
the inventory management and procurement functions a- 
long with the depot consolidation. 
Status: Action in process. 

Agency Comments/Action 
GSA concurred with the recommendations. It has closed 
seven depots since the beginning of the GAO review and, as 
of September 30, 1983, had achieved the eight full service 
depot system referred to in its response to the report. An 
implementation plan has been prepared for consolidating 
the inventory but, due to budgeting constraints, implemen- 
tation has been delayed until fiscal year 1985. 
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GENERAL SEIWICES ADMINISTRATION 

Benchmarking: Costly and Difficult, but Often Necessary When Buying Computer Equipment or Services 
(AFMD-83-5, 10-22-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Automatic Data Processing Equipment Act (P.L. 89-306). F.P.R. 1-4.1209-3(b)3. F.P.R. l-4.1 109-2 1. 

Pursuant to a congressional request, GAO assessed the 
costs of benchmarking in automatic data processing pro- 
curement to determine whether benchmarking is necessary 
and cost effective and what alternatives there are to the 
benchmark process. 
Findings/Conclusions: GAO found that benchmarking is 
the most common evaluation technique used in the selec- 
tion of computer equipment and services by the Federal 
Government, because it is the only technique that can reli- 
ably compare the performance of different computers, 
which is also generally acceptable to the vendor communi- 
ty. GAO believes that for compatible acquisitions the Feder- 
al Government can adopt the private-sector practice of lim- 
ited use of benchmarking. GAO found that, if agencies can 
improve benchmarking practices, the cost and time burden 
on the vendor could be greatly reduced. However, for fully 
competitive procurements of computer equipment with a 
projected system life contract value of less than around $2 
million, GAO believes that benchmarking should be 
discouraged because of its high costs. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should develop criteria that will help Federal 

agencies determine: (1) when it is appropriate to bench- 
mark; (2) if benchmarking is needed, what approach is 
most appropriate; and (3) if benchmarking is not needed, 
what alternative should be used. 
Status: Action in process. 
The Administrator of General Services should revise the 
Federal Procurement Regulations (FPR l-4.1109-22) SO 
that benchmarking is discouraged for computer equipment 
procurements with a projected system life contract value of 
less than $2 million. 
Status: Action in process. 

Agency Comments/Action 

GSA has contracted with the Federal Computer Perform- 
ance Evaluation and Simulation Center (FEDSIM) to devel- 
op Government-wide guidelines to address the recommen- 
dations. The anticipated issue date is September 1984. 
Once the guidelines are completed, GSA will revise the Fed- 
eral Procurement Regulations. There has been a complete 
turnover of FEDSlM personnel on the project which has 
caused a slippage in the response date. 
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GENERALSERVICESADMINISTRATION 
Use of Escalation Clauses in GSA Leases 
(PLRD-83-8, 11-7 -82) 

Budget Function: General Government: General Property and Records Management (804.0) 
Legislative Authority: F.P.R. l-3.807-3. 

. _ 

GAO reviewed the use of escalation clauses in General 
Services Administration (GSA) leases and the use of the 
Consumer Price Index (CPI) as a basis for making annual 
adjustments to rent payments to cover increases in lessors’ 
operating costs. 
Findings/Conclusions: Since 1978. there has been a 
dramatic increase in the use of escalation clauses. Operat- 
ing cost subject to escalation based on changes in the CPI 
is about $62 million. GSA has decided to eliminate the 
mandatory requirement for the CPI clause, because it be- 
lieves that it would be more cost beneficial to the Govern- 
ment to use another approach. Since the GSA decision to 
eliminate the mandatory requirement for using a CPI esca- 
lation clause is relatively recent, GAO could not determine 
whether the new approach would be more cost effective 
and result in fewer CPI escalation clauses. However, a limit- 
ed survey at two GSA regions indicated that most offers still 
include the CPI escalation clauses. GAO believes that a les- 
sor has no incentive to eliminate the CPI escalation clause, 
which GSA previously institutionalized, and will be reluctant 
to do so when adequate competition does not exrst. GAO 
also found that there is no assurance that the operating cost 

base established in leases for future rent adjustment is rea- 
sonable and is based on actual costs. In addition, GAO 
found that, except for the lessors’ operating cost state- 
ments, the files did not contain detailed cost and price data 
indicating how the projected base was determined. The 
GSA leasing handbook does not contain the Federal Pro- 
curement Regulation provision relating to the submission of 
cost and pricing data. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should require contracting officers to ensure 
that the operating cost bases that are subject to CPI escala- 
tion are reasonable when leases are negotiated on a sole- 
source basis. 
Status: Action in process. 

Agency Comments/Action 
The agency was in general agreement with the recommen- 
dation. In October 1983, it completed a study of various 
methods of escalation and pass-through clauses for operat- 
ing costs in IPases. About March 1984, GSA plans to issue 
instructions to its regions to follow In negotiating and evalu- 
ating operating costs for sole-source lease acquisitions. 
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GENERALSERVICESADMINISTRATION 
Improvements Needed in Financial Management of GSA’s Teleprocessing Services Program 
(AFMD-83-8, 12-9-82) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Federal Managers’ Financial integrity Act of 1982. Paperwork Reduction Act of 1980 (P.L. 96-511). 
Automatic Data Processing Equipment Act (P.L. 89-306). Antideficlency Act (3 1 U.S.C. 665). F.P.R. l-4.12. OMB Circular 
A-123. GSA Order DTS 2100.1. 7 GAO 24.2. 

GAO reported on the financial management of the General 
Services Administration’s (GSA) Teleprocessing Services 
Program and consIdered: (1) how well GSA administers the 
single billing method used under the schedule contracts; 
(2) what impact the single billing method has on the Auto- 
mated Data Processing (ADP) Revolving Fund; and (3) how 
well user agencies conduct financial accounting, verifica- 
tion, and certification of Invoices for teleprocessing services. 

Findings/Conclusions: GAO found that GSA has not 
achieved all of its single billing method objectives because it 
lacks enough staff to review the voluminous monthly in- 
voices it receives for teleprocessing services. As a result, 
many invoice discrepancies are missed in prepayment re- 
views and contractors often have interest-free use of Feder- 
al funds until the discrepancies are detected in postaudit 
and the credits for the erroneous payments are received. 
GAO found that the lag time between GSA payment of con- 
tractor invoices and rebilling the user agencies puts the 
ADP Fund in a reduced cash position for an extended 
period of time, adversely affecting other programs support- 
ed by the fund. In addition, user agencies frequently are late 
in reimbursing the fund, further straining its cash balances. 
GAO has helped GSA collect over $4.5 million in delinquent 
accounts. Unlike most Government procurements which 
require agency verification of receipt of goods and services 
before contractor payment, under these multiple award 
schedule contracts payment is made before verification. 
However, the required postpayment verification has been 
less than adequate. GAO found that many teleprocessing 
services users have not established internal control pro- 
cedures for verifying invoices as required by regulations. 
GSA is aware of this problem, but has done little to address 
it. 

Recommendations to Agencies: The Administrator of Gen- 
eral Services should develop an alternative, cost effective 
method, such as an automated system, that would support 
the single billing workload. 
Status: Action in process. 

The Administrator of General Services should initiate action 
to lessen the lag time in rebilling agencies for teleprocess- 
ing services and impose penalties for noncompliance with 
the Teleprocessing Services Program multiple award 
schedule contract terms. 
Status: Action in process. 

The Administrator of General Services should issue detailed 
instructions on the most effective means of verifying Tele- 
processing Services Program invoices. 
Status: Action completed. 

Agency Comments/Action 

All of the automated support for the ADP Fund has been 
transferred to the new financial system, NEAR. However, the 
billing portion will continue to be supported by the Daily Ac- 
counting Cycle System until a new system termed Con- 
tracts, Leases, and Task Orders is developed. The automat- 
ed system to support the Teleprocessing Services Program 
is expected to be operational in the near future. GSA has 
published new invoice-verifying procedures in a new Tele- 
processing Services Program Handbook. It has also agreed 
to work more closely with user agencies. GSA recently noti- 
fied GAO that major changes are taking place in the organi- 
zation and management of the ADP Fund Branch. The Ex- 

ecutive Director of the GSA Office of Information Resources 
Management requested that, when the actions are complet- 
ed, GAO attend briefings on the changes and inspect the 
physical site. 
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GENERAL SERVICES ADMINISTRATION 

OFFICE OF THE INSPECTOR GENERAL 

Selected GSA Real Property Operations Contain internal Control Weaknesses 
(AFMD-83-35, l-14-83) 

Budget Function: General Government: General Property and Records Management (804.0) 
Legislative Authority: Public Building Amendments of 1972 (P.L. 92-313). Budget and Accounting Act. Federal Managers’ 
Financial Integrity Act of 1982 (P.L. 97-255). F.P.R. l-3.809. F.P.R. I-3.603.1. OMB Circular A-123. Fed. Property Manage- 
ment Reg. lfi-i6.401. 31 U.S.C. 1301. 

Pursuant to a congressional request, GAO reviewed select- 
ed real property operations of the General Services Admin- 
istration (GSA). 
FlndingslConclusions: GAO found that GSA lacked ade- 
quate control over its leasing program for Federal office 
space, a nonrecurring reimbursable work program, and in- 
vestment in operating equipment used to support real prop- 
erty operations. As a result of these and numerous other 
control weaknesses identified by GAO, the Government 
could not be ensured that its assets were safeguarded or 
that its funds were being expended efficiently and effective- 
ly. About $4 million in actual and $12 million in potential 
overpayments, overcharges, waste, and improper account- 
ing for funds were identified. Since completion of the re- 
view, GSA has advised GAO that it has taken or initiated a 
number of actions to strengthen its internal controls, includ- 
ing: issuing a new lease acquisition handbook; establishing 
a contract clearance function in each region; issuing a task 
force report on reimbursable work; revising its billing policy 
for reimbursable work so that tenant agency bills will be 
based on actual rather than estimated costs; and other 
measures. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should emphasize to managers at all levels the 
importance of complying with existing lease acquisitions 
procedures and provide oversight to ensure adherence. 
Status: Action completed. 
The Administrator of General Services should require the 
Office of Acquisition Policy’s contract clearance directorate 
to refer to the Deputy Administrator of General Services the 
names of those who do not comply with clearance officials’ 
mandatory preaward requirements for appropriate adminis- 
trative action and those proposed lease actions on which 
the contracting office and the Office of Acquisition Policy 
disagree for final review and decision. 
Status: Action completed. 
The Administrator of General Services should enforce the 
provisions of the Penalty Guide when contracting officers 
and realty specialists willfully or negligently disregard lease 
acquisition procedures and contract clearance require- 
ments. 
Status: Action completed. 
The Administrator of General Services should direct con- 
tracting officers to correct problems identified during con- 
tract clearance and clearance officials to follow up and 
make sure that the regions take the recommended correc- 
tive actions. 
Status: Action completed. 
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The Administrator of General Services should require and 
enforce existing requirements for field officials to properly 
allocate charges for labor and materials for reimbursable 
jobs so that the data entered into the financial management 
system are accurate. 
Status: Action in process. 
The Administrator of General Services should require or en- 
force existing requirements for field offices to keep all 
source documents related to reimbursable work, such as 
cost estimates, reimbursable work authorizations, job order 
control sheets, daily timesheets, inspection reports, vendor 
invoices, contractual documents, and National Electronic 
Accounting and Reporting System transmittal forms, to 
provide an adequate audit trail for completed and terminat- 
ed jobs. 
Status: Action in process. 
The Administrator of General Services should require or en- 
force existing requirements for shop personnel to promptly 
forward copies of the job order control sheets for complet- 
ed jobs to the building manager’s office so the jobs can be 
closed. 
Status: Action in process. 

The Administrator of General Services should’require or en- 
force existing requirements for the automated reporting 
system to identify any completed job that has had no actual 
charges against it for 3 months so that excess funds do not 
remain available for charging. 
Status: Action in process. 

The Administrator of General Services should require or en- 
force existing requirements for field offices to keep an in- 
ventory of materials and supplies, such as copper wire, 
sheetrock, paint, and other items that have personal or 
commercial use, so that building managers and others can 
readily determine whether such items are being properly 
used. 
Status: Action in process. 

The Administrator of General Services should require or en- 
force existing requirements for cost estimates prepared by 
GSA field offices to be fully justified and backed by support- 

ing documentation. 
Status: Action in process. 

The Administrator of General Services should require or en- 
force existing requirements for duties to be segregated so 
that: (1) the person preparing the cost estimate is not the 
one who is responsible for doing the work and for inspect- 



ing the completed job; and (2) the person obtaining bids is 
not the one placing orders or picking up materials. 
Status: Action in process. 

The Administrator of General Services should require or en- 

force existing requirements for: (1) customer approval on 
all work within a specified time after completion and before 
final payment is made; and (2) strict adherence to the exist- 
ing $500 limit on purchasing via certified invoice, so that 
purchases are not split to circumvent this requirement. 
Status: Action in process. 

The Inspector General of GSA should, using multidisci- 
pliied staffs of auditors and technical personnel, make 
comprehensive reviews of field offices’ reimbursable work, 
both the paperwork and the actual work done, to determine 
whether records are reliable and the reimbursable program 
is auditable. 
Status: Action in process. 

With respect to operating equipment managed by the Pub- 
lic Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for a wall- 
to-wall inventory of equipment at all field and regional of- 
fices. 
Status: Action in process. 

With respect to operating equipment managed by Public 
Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for recon- 
ciliation of propem/ records, Equipment Depreciation and 
Inventory Control System, and the general ledger. 
Status: Action completed. 

With respect to operating equipment managed by Public 
Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for proper 
segregation of the duties of inventory, property control, pur- 
chasing, and receiving. 
Status: Action in process. 

With respect to operating equipment managed by Public 
Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for defining 
and listing sensitive items that fall under the capitalization 
threshold to ensure accountability for equipment with a 
high personal use value. 
Status: Action in process. 

With respect to operating equipment managed by Public 
Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for attend- 
ance at GSA property management training programs of 
those responsible for Government property. 
Status: Action completed. 

With respect to operating equipment managed by the Pub- 
lic Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for consoli- 
dation and updating of the various manuals by those 
responsible for property management so that one compre- 
hensive publication is available for use GSA-wide. 
Status: Action in process. 

With respect to operating equipment managed by Public 
Buildings Service, the Administrator of General Services 

should require or enforce existing requirements for guaran- 
teeing that information put into the property management 
system for operating equipment (Equipment Depreciation 
and Inventory Control System) is accurate and properly 
describes the individual items of equipment. 
Status: Action in process. 

With respect to operating equipment managed by the Pub- 
lic Buildings Service, the Administrator of General Services 
should require or enforce existing requirements for partici- 
pation by staff of the Director of Finance in inventory taking, 
on a sample basis, to ensure the integrity of the physical 
counts. 
Status: Action completed. 

The GSA Inspector General staff should review operating 
equipment to ensure that sound controls over this equip- 
ment are implemented. 
Status: Action in process. 

Agency Comments/Action 

GSA has implemented the recommendations for leasing 
with one exception and has numerous corrective actions in 
process on the reimbursable program and operating equip- 
ment. Inquiry in January 1984 indicates that the Public 
Buildings Service is moving very slowly in implementing 
both the reimbursable program and operating equipment 
recommendations. The earliest time action will be complet- 
ed on these recommendations may be August or Sep- 
tember 1984. 
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GENERALSEIWICESADMINISTRATION 
GAO’s Second Biennial Report on the Transfers of Federal Personal Property to Grantees and Other Eligible Or- 
ganizations 
(PLRD-83-66, 7-13-83) 

Budget Function: General Government: General Property and Records Management (804.0) 
Legislative Authority: Property and Administrative Services Act. Public Works and Economrc Development Act of 1965. 
Foreign Assistance Act of 1961. Science Foundation Act. Department of Agriculture Organic Act of 1944. Indian Financing 
Act of 1974. Agriculture and Food Act of 1981 (P.L. 97-98). P.L. 94-519. 

GAO conducted its second biennial review on the transfers 
of Federal personal property to grantees and other elrgible 
organizations. 
Findings/Conclusions: GAO found that the public law which 
governs excess and surplus Federal property is being ap- 
propriately administered and that the General Services Ad- 
ministration (GSA) has Improved the Federal agencies’ 
oversight of transfers to non-Federal organizations. GAO 
also found that the various Federal agencies are pursuing 
actions to implement the recommendations contained in its 
1980 report. 
Recommendations to Agencies: The Administrator of Gen- 
eral Services should defer action regarding terminatron of 
the reporting requirement of section 202(e) of the Federal 
Property and Administrative Services Act of 1949, as 
amended, until such bme as the new computer system has 
been proven to produce complete and accurate data on 

transfers of excess property to non-Federal organizations. 
Status: Action completed. 

The Administrator of General Services should continue to 
emphasize to the State agencies that participation in the 
Donation Program is dependent on their compliance with 

the act’s requirement for submitting permanent State plans 
of operation, having external audits performed, and estab- 
lishing adequate accountability systems. If all of the State 
agencies do not submit permanent State plans of operation 
by the GSA established deadlrne, the Administrator should 

report to the appropriate congressional committees on the 
actions that will be taken in cases of noncompliance. 
Status: Action in process. 

The Administrator of General Services should resolve the 
inconsistency between the Californra State Agency’s finan- 
cial records and the financial matters contained in the audit 
report of the California Department of Finance and deter- 
mine if the increase in service charges granted was appro- 
priate and should be allowed to remain in effect. 
Status: Action in process. 

Agency Comments/Action 

GSA concurred with the recommendations. Specifically, 
GSA has: (1) deferred submitting a legrslative package to 
Congress requesting termination of the section 202(e) an- 
nual reporting requirement until the accuracy of manage- 

ment information system is verified, but the redesign of the 
system has been deferred unbl fiscal year 1985; (2) em- 

phasized the act’s requirements for submitting permanent 
State plans of operation to the respective State Governors, 
by having external audits performed and by establishing 
adequate accountability systems; and (3) requested that its 
Region 9 personnel contact the California State Agency and 
obtain more specific information about service charge in- 
consistencies in order to determine if the service charge in- 
crease should stand or be withdrawn. 
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INTERNATIONAL COMMUNICATION AGENCY 

The Voice of America Should Address Existing Problems To Ensure High Performance 
(10-82-37, 7-29-82) 

Budget Function: International Affairs: Foreign Information and Exchange Activities (154.0) 

GAO undertook a review of Voice of America (VOA) to 
evaluate the management of technical, program, and ad- 
ministrative activities. 
Findings/Conclusions: GAO found the VOA management 
of technical, program, and administrative activities plagued 
by numerous problems, many of which have existed for a 
long time. The current management has established an in- 
dependent personnel office and acquired additional physi- 
cal space. However, vacancies in key management and staff 
positions continue to limit the effectiveness of VOA and its 
ability to maximize efficiency and economy in programing 
and operating the technical facilities. VOA has given little 
consideration to long-range planning for technical require- 
ments, but has embarked on a number of piecemeal 
modernization projects which could cost more than $325 
million. Changes to virtually all of these projects have rede- 
fined their scope, delayed estimated completion dates, and 
increased costs. GAO believes that these prolects should be 
halted until VOA establishes a long-range plan for the ex- 
pansion and improvement of its technical facilities. VOA 
has failed to maximize the economy and efficiency of its 
vast technical operation by not fully utilizing new technolo- 
gy; and it has not updated its constructlon practices to in- 
clude new concepts, nor has it attempted to coordinate 1t.s 
technical needs with those of other Government agencies. 
GAO has identified several programing practices which it 
believes are questionable including: limited guidance, dupli- 
cation of effort, and the poor management of audience re- 
search. 
Recommendations ta Agencies: The Director of the Interna- 
tional Communication Agency should require the Associate 
Director for Broadcasting to establish a timetable to pro- 
vide: (1) a definitive level of program guidance including 
rules of usage and method for writing non-news material to 
ensure a consistent style; (2) a system which will minimize 
duplication of effort in developing centrally produced and 
service-originated non-news material; (3) a centralized 
process for analyzing and utilizing listener mail in establish- 
ing program guidance; and (4) short- and long-range plans 
for Voice of America programing which will be directed to- 
ward achieving maximum efficiency and effectiveness in 
program mixes and scheduling. 
Status: Action completed. 

The Director of the International Communication Agency 
should require the Associate Director for Broadcasting to 

eliminate backup shortwave transmissions. 
Status: Action completed. 

The Director of the International Communication Agency 
should require the Associate Director for Broadcasting to 
collocate receiver and transmitter plants at the Liberia Relay 
Station and plan for future relay station collocation. 
Status: Action in process. 

The Director of the International Communication Agency 
should require the Associate Director for Broadcasting to 
establish a plan on the efficient use or disposal of the Dixon 
and Bethany Relay Stations. 
Status: Action in process. 

The Director of the International Communication Agency 
should require the Associate Director for Broadcasting to 
develop plans to use the concepts of rapid deployment sta- 
tions and standard-designed buildings in relay station con- 
struction and to employ those plans where appropriate. 
Status: Action in process. 

The Director of the International Communication Agency 
should initiate discussions with other U.S. Government 
agencies involved in international broadcasting to Identify 
existing and future technical facilities which may be appro- 
priate for joint use. 
Status: Action completed. 

The Director of the International Communication Agency 
should require the Associate Director for Broadcasting to 
develop a comprehensive long-range plan for the effective 
modernization and expansion of Voice of America (VOA) 
technical facilities and, if necessary, delay current construc- 
tion projects until the plan is developed. The plan should in- 
clude, as a minimum, projected program needs, a replace- 
ment schedule for obsolete equipment, an assessment of 
VOA technical capabilities and technical standards, an eval- 
uation of the political vulnerability of the VOA broadcast sys- 
tem, and an assessment of the availability of other U.S. Gov- 
ernment-owned radio facilities. 
Status: Action in process. 

Agency Comments/Action 

The agency basically agreed with the purpose and conclu- 
sions of the report. It has initiated or has underway changes 
to meet the thrust of each of the recommendabons. 

363 



INTERSTATE COMMERCE COMMISSION 

Interstate Commerce Commission Should Revise Its User Fee Program 
(WED-83-55, 1- 7 3-83) 

Budget Function: Transportation: Ground Transportation (401.0) 
Legislative Authority: Independent Offices Appropriation Act, 1952 (31 USC. 483(a)). PIL. 97-258. OMB Circular A-25.31 
U.S.C. 9701. 

GAO conducted a review to determine whether opportuni- 
ties exist for the Interstate Commerce Commission (ICC) to 
recover more of the costs of special services such as licens- 
ing and regulatory functions, approving operating authority 
applications, motor vehicle rental contracts, and tariff and 
rate schedules for regulated carriers. 

Findings/Conclusions: ICC is not recovering the full costs of 
providing these services to identifiable beneficiaries be- 
cause it: does not charge fees for all services, has not re- 
vised its user fees since 1972, and sets fees at 50 percent of 
the cost of providing services. In addition, the current ICC 
fee schedule consists of 40 services: however, GAO found 
that ICC performs at least 26 other services for which fees 
are not assessed. GAO belleves that fees could be imposed 
for several of these services and that the current fees are 
generally too low. A GAO analysis of the fees collected for 
five services in 1981 showed that the estimated costs to 
provide services exceeded receipts by approximately $1.7 
milllon. Efforts to update fees have been hampered be- 
cause costs of providing special services cannot be readily 
identified and because ICC has been uncertain as to the ex- 
tent of cost data needed to support a modification of the fee 
schedule. Although ICC has a system which can be used to 
determine hours expended on some services, many of its 
services are not included in this system. In addition, ICC is 
not specifically required to charge the full cost of special 
services, but user fees should be set to recover full cost 
where practicable. 

Recommendations to Agencies: The Chairman of ICC 

should require the Managing Director to review and revise 

ICC user fees consistent with 31 U.S.C. 9701, court deci- 
sions. OMB Circular A-25, and the Comptroller General’s 
decision. 
Status: Action in process. 

The Managing Director of ICC should identify all services 
ICC performs which provide a special benefit to an ldentifi- 
able beneficiary. 
Status: Action in process. 

The Managing Director of ICC should determine for which 
services a fee should be established by: (1) ascertaining the 
costs to ICC of providing the service, using or modifying the 
existing system as needed; and (2) assuring that the cost of 
collecting the fee does not exceed projected revenues and 
that the collection is administratively feasible. 
Status: Action in process. 

The Managing Director of ICC should establish user fees 
which are justified by the above analyses, and periodically 
update the fees. 
Status: Action in process. 

The Managing Director of ICC should justify any charges for 
services at less than full cost, and periodically reevaluate the 
justification. 
Status: Action in process. 

Agency Comments/Action 

ICC has established a task force to review and update its 
user fees. It anticipates publishing its new fee schedule on 
July 1, 1984. In taking this action, ICC is implementing the 

recommendations. 



INTERSTATE COPiMERCE COPMWSSION 

The Household Goods Moving Industry: Changes Since Passage of Regulatory Reform Legislation 
(RCED-83-86, 6-10-83) 

Budget Function: Transportation: Ground Transportation (40 1 .O) 
Legislative Authority: Motor Carrier Act of 1980 (P.L. 96-296). Household Goods Transportation Act of 1980 (P.L. 96-454). 
49C.F.R. 1056.18. - 

GAO reviewed changes in the interstate household goods 
moving industry since passage of regulatory reform legisla- 

tion, the Motor Carrier and Household Goods Transporta- 
tion Acts of 1980. 
Findings/Conclusions: GAO found that, under the Motor 
Carrier Act, van lines have begun to offer a variety of new 
price discounts to specific types of shippers, such as corpo- 
rations, based on a volume of business. However, some 
household goods carriers have questioned the legality of 
these discount programs because they do not permit indi- 
vidual shippers to qualify and may result in unfair or des- 
tructive competitive practices. The Household Goods Act 
allows shippers to be given a definite price or bindrng esti- 
mate before household goods are transported, rather than 
requiring that final charges be based on the shipment’s ac- 
tual weight. By using binding estimates, carriers now have 
the ability to vary their charges based on existing competi- 
tion; previously charges had to be based on actual weight. 
Indications are that large household goods carriers benefit- 
ed more financially than medium-sized carriers, which have 
experienced declining earnings. GAO analysis of the finan- 
cial and operating results of the 96 largest motor carriers of 
property showed that the 7 van lines in this group were do- 
ing significantly better financially than the other 89 non- 
household goods carriers. Of the 34 agents GAO visited, 10 
had received interstate authority to transport household 
goods for the first time or expanded their exrsting authority 
into additional States under the :eform legislation which re- 
duced entry requirements for carriers. Although van lines 
are responsible for self-regulating their agents, the Interstate 
Commerce Commission (ICC) has new authority to issue 
complaints directly against them. 

Recommendations to Agencies: The Chairman, ICC. should 
periodically evaluate the various van lines’ systems or activi- 

ties in monitoring the quality of the service their agents are 
providing to ensure that van lines are adequately montor- 
ing their agents. 
Status: Action in process. 

The Chairman, ICC, should establish and implement a sys- 
tem to monitor the effects of the new legtslation and regula- 
tions on the interstate household goods moving industry 
and shippers. 
Status: Action in process. 

Agency Comments/Action 

ICC stated in its 60-day letter that it is generally complying 
with the recommendations. Concerning the recommenda- 
tions that ICC should periodically evaluate the moving van 
lines’ systems in monitoring their agents’ service, the chair- 
man stated that ICC, as part of an overall program, has elk- 
cited information from 44 carriers about the monitoring of 
their agents. He stated that ICC is exploring other areas con- 
cerning carriers administrabon and supervision of their 
agents’ programs. GAO recommended that ICC implement 
a system to monitor the effects of the new legislation and 
regulations on the movrng industry and shippers. The ICC 
chairman stated that the ICC Office of Transportation Anal- 
ysis would go forward with a study proposal which involves 
sending a questionnaire to van lines and shippers. The 
questionnaire, subject to approval by OMB, concerns the ef- 
fect of the new legislation and new regulations on the mov- 
ing and shipping industry. 
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Inconsistencies in Administra%ion of the Criminal Justice Act 
(GGD-83-18, 2-8-83) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (752.0) 
Legislative Authority: Criminal Justice Act (P.L. 88-455; 18 U.S.C. 3006A). Probation Act (18 USC. 3651). Speedy Trial 
Act Goldfarb v. Virginia State Bar, 421 U.S. 773 (1975). H.R. 5190 (96th Cong.). Treasury Circular 1075. 18 U.S.C. l(3). 28 
U.S.C. 1918(b). 

GAO reviewed the implementation of the Criminal Justice 
Act to determine the adequacy of the guidelines and direc- 
tives provided to the district courts for implementing the 
act, the consistency with which the act is being implement- 
ed, and the adequacy of financial controls over funds pro- 
vided by the act. 
FindIngsConclusIons: The act enables the Government to 
provide legal representation for defendants in Federal crim- 
inal cases who are not financialiy able to obtain representa- 
tion. The Government provides for this legal representation 
either through a federally employed public defender, a 
community defender organization, or a private court- 
appointed attorney. In the absence of clear guidance from 
the Judicial Conference, each judicial district and often indi- 
vidual judges have had to devise their own policies for ad- 

ministering the act As a result, there is no assurance that 
defendants are receiving adequate representation, and 
determinations of defendants’ financial ability to reimburse 
for attorney’s fees are inconsistent. Further, GAO found a 
wide range of criteria used for selecting attorneys to 
represent criminal defendants. Many convicted defendants 
who were not required to reimburse the Government for le- 
gal expenses were in a similar or better financial condition 
than those convicted defendants ordered to reimburse. To 
date, the Judicial Conference has not: provided the district 
courts with specific guidance concerning the reimburse- 
ment of panel attorneys fees by defendants; ensured that 
panel attorneys adhere to guidelines requiring them to sub- 
mit well documented claims for compensation; or ensured 
that the most efficient system for disbursing grant funds to 
community defender organizations is used. The Judicial 
Conference has legislation pending in Congress that would 
increase the maximum attorney fee levels and provide it 
with the authority to establish maximum hourly attorney fee 
rates. 
Recommendations to Congress: To eliminate the incon- 
sistent interpretation regarding the legality of making reim- 
bursements a condition of probation and to enhance the 
collection of reimbursements from convicted defendants, 
Congress should amend the Probation Act to specifically al- 
low reimbursements, when the court has determined that a 
defendant has the ability to repay court-appointed counsel, 
to be made a condition of probation. 
Status: No action initiated. Date action planned not known. 

If Congress decides to enact legislation giving the Judicial 
Conference the authority to establish the hourly rates that 
attorneys could receive for representing Criminal Justice 
Act defendants, it should add the followng provision to the 
legislation because of the potential budgetary impact that 
will be caused by raising the hourly rates: “Any hourly rate 

increase shall not take effect until it has been reported to 
Congress by the Chief Justice at or after the beginning of a 
regular session thereof but not later than the first day of 
May, and shall not take effect until 90 days after the rate in- 
crease has been reported.” 

Status: Recommendation no longer valid/action not intend- 
ed. During testimony before the House Committee on the 
Judiciary in June 1983, GAO revised its position on the 
recommendation regarding congressional oversight of 
pane/ attorney hour/y rate increases. GAO believes re- 
quests for hourly rate increases will receive sufficient 
oversight during the congressional appropriation proc- 
ess. 
Recommendations to Agencies: The Judicial Conference, 
through the Administrative Office of the United States 

Courts and judicial councils, should improve the implemen- 
tation of the Criminal Justice Act by establishing overall cri- 
teria for use by the district courts in developing specific 
screening procedures for selecting attorneys to serve on 
panels and, where practical, institute multitier panel systems 
to match attorney qualifications with case complexity. 
Status: Action completed. 

The Judicial Conference, through the Administrative Office 
of the United States Courts and judicial councils, should im- 
prove the implementation of the Criminal Justice Act by en- 
couraging district courts to establish specific criteria when 
reimbursement of act expenses should be ordered. 
Status: Action in process. 

The Judicial Conference, through the Administrative Office 
of the United States Courts, should improve the implemen- 
tation of the act by requiring district courts to assure that fi- 
nancial information is obtained on defendants and resolve 
inconsistencies where the financial data provided by the de- 
fendant differs from that otherwise obtained by the court. 
Status: Action in process. 

The Judicial Conference, through the Administrative Office 
of the United States Courts, should improve the implemen- 
tation of the act by instructing district courts to require pro- 
bation officers and pretrial services agencies to include in 
their reports recommendations on a defendant’s financial 
ability to reimburse the court’s Criminal Justice Act expens- 
es. 
Status: Action in process. 

The Judicial Conference should establish procedures re- 
quiring each Clerk’s Office in each court to record all reim- 
bursement orders, whether through formal court order or 
as a condition of probation, by establishing an account re- 
ceivable indicating the amount owed and the frequency 
with which payments must be made. 
St&t: Action in process. 



The Judicial Conference should establish procedures re- 
quiring each Clerks Office in each court to bring delinquent 
payments to the attention of the judges, magistrates, proba- 
tion ofticers, and U.S. attorneys in order that followup action 
can be initiated. 
Status: Action in process. 

Agency Comments/Action 

The Judicial Conference has approved a model plan which 
provided guidance to the district courts regarding the selec- 
tion, establishment, and administration of a panel of private 
court-appointed attorneys, and the Administrative Office 
has improved its grant disbursement practices. The recom- 
mendations to the Judicial Conference which are categor- 
ized as “action in process” have not yet been implemented 
because of the nature of the recommendations. The 
recommendations entail either the development of needed 
procedures or the revision of existing procedures, which 
takes time to develop and test to ensure that the incon- 
sistencies GAO identified are either eliminated or reduced. 
Also, the recommendations require the close coordination 
of various divisions within the Administrative Office, which 
is a time-consuming process. 



JUDICIALCONFERENCEOFTHEUNITEDSTATES 
Potential Benefits of Federal Magistrates System Can Be Better Realized 
(GGD-83-46, 7-8-83) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (752.0) 
Legislative Authority: Magistrates Act (Federal) (P.L. 90-578; 28 U.S.C. 631 et seq.; 28 U.S.C. 604; 82 Stat. 1107). Wingo v. 
Wedding, 418 U.S. 461 (1974). 18 U.S.C. 3060. 18 USC. 3401 et seq. 

GAO discussed action necessary to enhance the effective- 
ness of the Federal magistrate system. 
Findings/Conclusions: GAO found that the magistrate sys- 
tem has evolved differently In individual districts causing the 
duties and roles of individual magistrates to vary among 
and within d&r&s. The magistrate system could help al- 
leviate the burden of an increased workload in district 
courts if more information were disseminated among dis- 
trict courts on the uses being made of magistrates, if dis- 
tricts planned better for the use of magistrates, and if district 
courts understood the criteria for approving magistrate po- 
sitions. GAO also found that: (1) magistrates can effectively 
and efficiently perform all duties authorized by law; (2) plans 
for use of magistrates do not exist in all districts, as en- 
visioned by Congress; and (3) the current system for ap- 
proving new magistrates’ positions is based upon sound 
criteria. Existing law provides that, upon the consent of the 
litigants, magistrates who have been designated by the dis- 
trict court can conduct and enter judgments in civil matters. 
This was intended to lighten the judges’ burdens while im- 
proving the public’s access to the court. However, GAO be- 
lieves that the Federal Magistrates Act needs to be clarified 
so that the designation of a magistrate does not preclude a 
judge’s jurisdiction over a case. 
Recommendations to Congress: Congress should amend 
28 U.S.C. 636(c)(2) by adding the following: “The designa- 
tion of a magistrate to conduct proceedings in a jury or 
nonjury civil matter under this section shall not preclude the 
district court from exercising jurisdiction over any case on 
its own motion. The district judge shall, however, advise 
consenting litigants of the reason their matter is not being 
referred to a magistrate.” 

Status: Action completed. 

Recommendations to Agencies: The Judicial Conference 
should encourage district courts and judges who are re- 
stricting the use of magistrates to explore methods to in- 

crease the use of their magistrates. In this regard, the 
Conference should improve the system for disseminating 
information regarding the experience of judges and courts 
who have been using magistrates extensively to substantial- 
ly relieve the courts’ workloads. This system should more 
formally and routinely transmit information to the district 
courts. 
Status: Action completed. 

The Judicial Conference should explain the roles for district 
judges in advising litigants of the opportunity to consent 
and should identify ways for district clerks to more effective- 
ly execute their notification responsibilities, including the 
use of followup procedures. 

Status: Recommendation no longer valid/action not intend- 
ed. The Administrative Office told GAO In January 7984 
that neither it nor the Conference plans to act. 

The Judicial Conference should more formally disseminate 
to all district courts the criteria used in evaluating and ap- 
proving applications for new full-time magistrate positions. 
Further, the Conference and the Administrative Office of the 
U.S. Courts should rely less exclusively on court-initiated re- 
quests and should identify those courts that should be en- 
couraged to request additional positions. 

Status: Action in process. 

The Judicial Conference should encourage, through the is- 
suance of a policy statement, all district courts to analyze 
their current use of magistrates and develop within their 
respective districts a comprehensive plan for using magis- 
trates in the most effective and efficient manner. 

Status: Recommendation no longer valid/ation not intend- 
ed. The Administrative Office in January 7984 told GAO 
that the Magistrates Committee refrained from endorsing 
a proposal to encourage courts to develop district-wide 
plans for use of magrstrates. 

Agency Comments/Action 

In January 1984, the Administrative Office advised GAO of 
the actions it and the Judicial Conference Magistrate Com- 

mittee have taken or planned which would basically imple- 
ment the GAO recommendations. It said the actions taken 
are designed to encourage district courts to utilize their 
magistrates to the extent envisioned by the Federal Magis- 
trates Act. In addition, the Administrative Office said, and 
GAO agrees, that the actions being taken or planned will ac- 
celerate the trend toward even greater utilization of magis- 
trate resources. 
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LEGAL SERVICES CORPORATION 

The Legal Services Corporation Board of Directors’ Compensation and Expenses and the New President’s Em- 
ployment Contract 
(HRD-83-69, 8-37-83) 

Budget Function: Administration of Justice: Federal Litigative and Judicial Activities (752.0) 
Legislative Authority: 42 U.S.C. 2996(d). 

In response to a congressional request, GAO reviewed the 
compensation and expenses paid to members of the 1982 
Legal Services Corporation (LSC) Board of Directors and 
interviewed individuals about the LX-related activities they 
performed. Further, GAO considered laws, regulations, and 
policies pertaining to LSC and two other corporations and 
interviewed officials of ail organizations to determine wheth- 
er payments to LSC Board members complied with the law 
and LSC regulations and policies and whether LX prac- 
tices for compensating Board members were comparable 
to those followed by other Government corporations. GAO 
examined the employment contract of the current LSC 
president to ascertain its consistency with those of past LSC 
presidents and presidents of other Government corpora- 
tions. GAO also determined whether LSC Board members, 
appointed by the President while the Senate was in recess, 
were entitled to compensation. 
Findings/Conclusions: LSC laws and regulations entitled 
Board members to a specified per diem for compensation 
expenses incurred in connection with their duties. LSC- 
related services for which members could be cbmpensated 
or reimbursed for expenses were found to be specified in 
Board-member compensation policies. Although LSC 
Board-member compensation and expense payments in 
1982 complied with LSC laws, regulations, and compensa- 
tion policies, LX procedures for reviewing and authorizing 
Board-member compensation were determined to lack 
internal controls. LX was found to compensate its Board 

members differently than other Government corporations 
and most private-sector corporations. In the opinion of 
GAO, the current LSC president’s contract, with the excep- 
tion of severance pay provisions, was consistent with past 
LSC presidents‘ contracts and complied with statutory re- 
strictions on salary, but it was found to be different than the 
contracts of other Government and private corporation 
presidents. In addition, GAO determined that LSC Board 
members were entitled to compensation if appointed by the 
President while the Senate was in recess. 
Recommendations to Agencies: The President of LSC 
should: (1) require Board members, when requesting com- 
pensation, to specify the LSC activities they performed: (2) 
direct the LSC Comptroller to review and certify Board 
members’ compensation requests for compliance with es- 
tablished compensation policies; and (3) prepare periodic 
reports to the Board on payments to its members. 
Status: Action in process. 

Agency Comments/Action 

LX has postponed implementation of the GAO recom- 
mendations because of the fiscal year 1983 continuing 
resolution’s restrictions on Board member compensation 
which limit compensation to attendance at Board or com- 
mittee meetings. If Congress lifts this restriction, then LSC 
will make the recommended revisions in its internal con- 
trols. 
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NATIONAL SCIENCE FOUNDATION 

NSF Experiment in Research Grant Administration Promising 
{PAD-82-7, g-10-82) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (251 .O) 
Legislative Authority: Science Foundation Act (42 U.S.C. 1861 et seq.). Antideficiency Act (31 U.S.C. 665). 56 Comp. Gen. 
31. OMB Circular A-21. OMB Circular A-l 10. 

GAO reported on the Association of American Universities 
and the National Science Foundation (NSF) experiment in 
research grant administration which focuses on the needs 
of universities for flexibility in allocating funds while assuring 
appropriate financial accountability. 
Findings/Conclusions: The experiment redirects the focus 
of research grant administration from NSF to individual 
universities and researchers, reduces NSF involvement in 
grant administratton, and recognizes the scientific related- 
ness of researchers’ grants. In its initial phase, the experi- 
ment reduces NSF involvement by shifting its authority to 
review and approve administrative and budget changes to 

the individual university’s organizational prior approval sys- 
tem (OPAS). The second phase of the experiment provides 

universities and researchers more flexibility in the use of 
grant funds. GAO found that the NSF monitoring of its ex- 

periment raised a number of concerns, and it did not always 
adequately inform universities of changes and modifica- 
tions to the experiment. However, GAO concluded that, 
despite some operational problems which could adversely 
affect the experiment’s success, with the changes recom- 
mended in this report, the new approach to research grant 
administration will have a beneficial effect on the future ad- 
ministration of Federal research grant funds. 
Recommendations to Agencies: The Director of NSF 
should require that NSF review each university’s OPAS to 
ensure that the university has established a system that can 
act responsibly before any delegations of prior approval au- 
thorities are made. 
Status: Action in process. 

The Director of NSF should ensure that applicable NSF 
regulations or grant agreements explicitly provide that the 
authority to approve preaward costs cannot impose an obli- 
gation on the U.S. prior‘to the availability of appropriations. 
Status: Action completed. 
The Director of NSF should closely monitor the universities’ 
use of the experiment’s authorities and provide those 
responsible for managing the experiment at the universities 
with information on changes or modifications to the experi- 
ment in a timely manner. 
Status: Action in process. 

The Director of NSF should require that each university’s 
OPAS have an official independent of the participating 
departments who can assure that each department IS ex- 
erclslng the delegated authorities properly, and who has or 
has available the scientific expertise necessary to review and 
approve actions. 
Status: Action In process. 

The Director of NSF should require that all OPAS actions 
document: (1) the description of the request; (2) the scien- 
tific reason for the request; and (3) the source of the funds 
being rebudgeted and for rebudgeting actions on grants 
with special grant conditions. 
Status: Action completed. 

The Director of NSF should require that: (1) each university 
report to the cognizant NSF official all OPAS actions on any 
grant whenever the cumulative OPAS actions, excluding 
preaward costs, exceed 25 percent of the grant’s direct 
costs; and (2) NSF assure that each participating university 
is aware that its OPAS is responsible for monitoring all ac- 

tions on grants with special grant conditions. 
Status: Action in process. 

The Director of NSF should require that retroactive appro- 
vals of actions needing prior approval: (1) document the 
reasons why prior approval was not obtained in a timely 
manner; and (2) certify that approval would have been given 
had the request been submitted on time. 
Status: Action completed. 

The Director of NSF should develop a Phase II evaluation 
plan and assure that the necessary resources are available 
to carry it out. The evaluation should include a rhorough re- 
view of each university’s OPAS policies, procedures, and ac- 
tions, and be conducted by official(s) independent of those 
managing the experiment. 
Status: Action completed. 

Agency Comments/Action 

NSF has established a panel of senior NSF officials to re- 
view Phase II of the experiment. This panel will consider the 
GAO recommendations and will conduct whatever evalua- 
tion it deems desirable. The NSF Director said that, 
inasmuch as the NSF evaluation panel will deal with the five 
recommendations having to do with implementation and 
monitoring, he does not believe that it would be appropriate 
to comment on them at this time except to say that NSF wil! 
take whatever steps are necessary to perform its grant ad- 
ministration responsibilities. NSF agrees with and will Im- 
plement the remaining recommendations on the criteria to 
be used for retroactive approvals and for ensuring that the 
authority to approve preaward costs will not impose an obll- 
gation on the United States prior to the availability of ap- 
propriations. 
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OFFICE OF FEDERAL PROCUREMENT POLICY 

Congress Should Consider Repeal of the Service Contract Act 
(HUD-83-4. l-31 -83) 

Budget Function: Education, Training, Employment, and Social Services: Other Labor Services (505.0) 
Legislative Authority: Service Contract Act of 1965 (41 U.S.C. 351 et seq.). Davis-Bacon Act (Wage Rates) Fair Labor 
Standards Act of 1938 (29 USC. 201 et seq.). Walsh-Healey Act (Government Contracts). 29 C.F.R. 4. 29 C.F.R. 4.163. 
Executive Order 12291. P.L. 92-473. H.R. 10238 (89th Cong.). Descomp Inc. v. Sampson, 377 F. Supp. 254 (D. Del. 
1974). 

GAO reported on the problems and impacts of the Servrce 
Contract Act of 1965, as amended, and its implementing 
regulations and procedures as administered and enforced 
by the Department of Labor. 
Findings/Conclusions: GAO found that Labor has been un- 
able to administer the Service Contract Act efficiently and 
effectively because: (1) inherent problems exist in its admin- 
istration; (2) wage rates and fringe benefits set under the act 
are generally inflationary; (3) accurate determinations of 
prevailing wage rates and fringe benefits cannot be made 
using existing data sources and the data needed to accu- 
rately determrne prevailing wage rates and fringe benefits 
would be very costly to develop; and (4) the Fair Labor 
Standards Act and administrative procedures Implemented 
through the Federal procurement process could provrde a 
measure of wage and benefit protection the act now covers. 
Pending proposed regulations would limit Labor’s applica- 
tion of the act while leaving unresolved the major underly- 
ing problems in accurately developing prevailing wage rates 
and fringe benefits. In addition, ambiguities in the language 
of the act have hampered Labor’s ability to develop accu- 
rate wage rates and fringe benefits for employees. Amend- 
ments to the act further complicated Labor’s task by requir- 
ing Labor to issue collectively bargained wages and benefits 
in specific successor contractor situations and give due 
consideration to Federal employee wages and benefits In 
making determinations of the prevailing wages and benefits 
in a locality. 
Recommendations to Congress: Congress should consider 
repealing the Service Contract Act of 1965. 

Status: Action in process. 

Congress should consider amending section 6(e) of the 
Fair Labor Standards Act to ensure contmued Federal 
minimum wage coverage for all employees of employers 
providing contract services to the United States or the Dis- 
trict of Columbia. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Administrator for Fed- 

eral Procurement policy should, if the Service Contract Act 

is repealed, encourage Federal agencies to rnclude provr- 
sions in their procurement regulations and servrce con- 
tracts, similar to those already required for professional em- 
ployees, to discourage wage busting of all servrce employ- 
ees on Federal service contracts. The Admrnrstrator should 
monitor the impact of the repeal on service contract em- 
ployees. If he determines that repeal of the Service Contract 
Act has an adverse impact on the employees, the Admrnis- 
trator should develop administrative policies or legislative 
recommendations to deal with the problem. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

No action has been taken as of February 17. 1984, on the 
recommendations to the Administrator of Federal Procure- 
ment Policy because implementation is dependent upon 
the repeal of the Service Contract Act. According to its Of- 
fice of the inspector Genera!, the Department of Labor 
chose not to respond to the report because none of the 
recommendations were directed to the Secretary of Labor. 
Nevertheless, in October 1983, Labor issued revised Serv- 
ice Contract Act regulations which were to take effect De- 
cember 27, 1983. But, on December 2, the AFL-CIO filed 
suit to prohibit Labor from implementrng the regulabons, 
and Labor postponed the effective date of the regulations to 
January 27, 1984. On January 27, a district court upheld 
Labor’s proposed changes, but the AFL-CIO immediately 
appealed the decision. As of February 15, 1984, the U.S. 
Court of Appeals had not ruled on the appeal, and Labor 
has not issued the revised regulations. Although Labor’s 
proposed changes are short of the repeal action that GAO 
said Congress should consider, they will correct or alleviate 
some of the contract coverage problems and certain pro- 
gram administration problems GAO identified and, d prop- 
erly Implemented, will result in sigificant savings. 

In the 98th Congress a bill was introduced which would re- 
peal all authority of the Federal Government--including that 
under the Service Contract Act--to regulate wages in private 
employment. As of February 17, 1984, Congress had not 
enacted the proposed legislation. 
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OFFICE OF MANAGEMENT AND BUDGET 

Improved Quality, Adequate Resources, and Consistent Oversight Needed If Regulatory Analysis Is To He/p 
Control Costs of Regulations 
(PAD-83-6, 7 7-2-82) 

Budget Function: General Government: Executive Direction and Management (802.0) 
Legislative Authority: Paperwork Reduction Act of 1980. Executive Order 1182 1. Executive Order 12044. Executive Order 

12291. S. 1080 (97th Cbng.). S. Rule 26.1 l(b). 

In response to a congressional request, GAO examined the 
role and performance of regulatory analysis in controlling 
the costs of Federal regulation and the fundamental out- 
standing issues confronting Congress in determining 
whether and how to legislate a regulatory analysis require- 
ment. Specifically, GAO was asked to analyze the effects of 
regulatory oversight by the Office of Management and 
Budget (OMB) under Executive Order 12291 and the po- 
tential effects of proposed Senate bill S. 1080. 
Findings/Conclusions: Executive Order 12291 currently re- 
quires that major regulations be analyzed to assess their 
costs and benefits. This requirement may be augmented by 
proposed regulatory reform legislation S. 1080, which 
would require a description and comparison of the costs 
and benefits of all major proposed and existing regulations 
and reasonable alternatives to them. GAO found that many 
regulatory analyses do not provide adequate support for 
their conclusions. The costs of regulatory analysis under 
Executive Order 12291 are high. and S. 1080 can be ex- 
pected to increase them. The regulatory impact analysis re- 
quirement of Executive Order 12291 has not signrficantly 
slowed deregulation. S. 1080 would require more analysis 
of deregulatory initiatives and provides no discretionary au- 
thority to waive the regulatory analysis requirement for the 
initiatives or to provide selective relief not supported by 
analysis. S. 1080 incorporates some provisions that would 
provide the public with more information on the role of 
OMB and would also increase the potential for displacing 
agency rulemaking discretion by formally authorizing 
Presidential oversight. GAO believes that ambiguity in exist- 
ing legislation about the applicability of cost-benefit stand- 
ards may conflrct with congressional intent and that the 
oversight provided for in S. 1080 is likely to reduce the inde- 
pendence of regulatory agencies. 
Recommendations to Congress: Congress should consider 
requiring OMB and the agencies to provide information on 

what resources the agencies have for preparing regulatory 
analyses and on whether there is a disparity between the re- 
sources available and required for meeting the substantive 
requirements of statutes. 
Status: Action in process. 

Congress should consider reviewing the provisions of exist- 
ing regulatory legislation to help remove statutory barriers 
to cost-effective regulation and reduce the likelihood of a 
regulatory analysis requirement conflicting with congres- 
sional intent. 
Status: Action in process. 

Congress should direct congressional committees with re- 
sponsibility for substantive regulatory legislation to consider 
amending existing legislation to take into account the fact 
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that, absent any statutory directions to the contrary, a cost- 
benefit standard may now be applied. 
Status: Recommendation no longer valid/action not intend- 
ed. legislation introduced for this purpose was not 
enacted. 
Congress should consider removing language that prevents 
agencies from considering costs or clarifying goals in terms 
of performance so that agencies are permitted to seek out 
the most cost-effective means of achieving those goals. 
Status: No action initiated. Date action planned not known. 

Congress should consider providing agencies with addition- 
al guidance on how intangible costs and benefits should be 
evaluated for purposes of including them in a regulatory 
analysis. 
Status: No action initiated. Date action planned not known. 

Congress should consider reviewing the implementation of 
Senate Rule 26.11 (b) that requires these economic impacts 
of regulatory legislation to be assessed. 
Status: Action in process. 

Congress should consider clarifying presidential oversight 
authority in S. 1080, especially as it relates to rulemaking by 
independent regulatory agencies. 

Status: Recommendation no longer valid/action not in- 
tended. Legislation introduced for this purpose was not 
enacted. 
Congress should consider the relevant provisions of the Pa- 
perwork Reduction Act of 1980 as an approach to defining 
a procedure by which independent regulatory agencies can 
overrule rulemaking directions of the President. 

Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Director of OMB 
should ensure that OMB plays a broader role in overseeing 
the regulatory analysis process. 

Status: No action initiated. Date action planned not known. 

The Director of OMB should ensure that OMB monitors the 
procedures used by the agencies in integrating regulatory 
analysis into the regulatory decisionmaking process and 
should monitor the resources available to the agencies to 
fulfill their analytical responsibilities. 
Status: No action initiated. Date action planned not known. 

The Director of OMB should ensure that OMB broadens its 
effort in promoting the adoption of innovative techniques as 
an approach to reducing costs, rather than simply establish- 
ing less restrictive standards. 

Status: No action initiated. Date action planned not known. 
The Director of OMB should ensure that OMB promotes 
the development of consistent methodologies for measur- 
ing regulatory impacts. 
Status: No action initiated. Date action planned not known. 



The Director of OMB should ensure that OMB develops 
written guidelines for waiving the analysis requirement to re- 
place the implicit guidelines that are now in effect. OMB 
should apply the regulatory analysis requirement more con- 
sistently, and a full public explanation should be provided 
when waivers are granted. 
Status: No action initiated. Date action planned not known. 
The Director of OMB should ensure that OMB oversight be 
conducted in the open, with public filings of OMB com- 
ments on agency analyses. 
Status: No action initiated. Date action planned not known. 
The Director of OMB should require that all those who con- 
tribute factual information from outside OMB provide suffi- 
cient documentation to enable it to assess the validity of the 
information. OMB should use ex parte facts or analyses as a 
basis for commenting on an agency’s proposed rule or reg- 
ulatory impact analysis only when the source of those ex 
pane materials is identified publicly and accompanied by 
sufficient documentation to assess their validity. Procedures 
should be established to ensure that those materials, in- 
cluding the documentation, are forwarded to the agency for 
inclusion in the rulemaking record. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

Several authorizing committees have raised with agencies 
under their jurisdiction the issue of providing information 
on resources available for preparing regulatory analyses. 
OMB did not respond formally to the GAO report. 
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OFFICEOFMANAGEMENTANDBUDGET 
federal Credit Policy on Guaranteed Loans Should Be Clarified and Enforced 
(RCED-83-22, 7 l-4-82) 

Budget Function: General Government: Legislative Functions (801.0) 
Leglslative Authority: Congressional Budget and Impoundment Control Act of 1974 (31 USC. 1302). OMB Circular A-70. 

GAO reviewed the effectiveness of Office of Management 
and Budget (OMB) Circular A-70 by measuring Federal 
program compliance with the circular’s basic principles 
that: (1) recipients of credit assistance should pay a fee for 
such assistance; (2) private lenders should share part of the 
risk on loans receiving guarantees; (3) agencies should pro- 
hibit excessive interest rates on guaranteed loans; and (4) 
guarantees should not be extended to tax-exempt obliga- 
tions. 
FlndingslConclusions: GAO reviewed 11 programs and 
found that 8 did not charge fees high enough to recover all 
of the program costs; programs increased the Govern- 
ment’s financial risk by millions by not requiring lenders to 
bear any risk on guaranteed loans; and 2 programs increas- 
ed Federal tax losses by guaranteeing tax-exempt obliga- 
tions. The inconsistencies created by noncompliance with 
the circular’s principles also created inequities because 
some lenders or borrowers receive the same Federal assis- 
tance as applicants in other programs, but on more favor- 
able terms. GAO found that inconsistencies between agen- 
cies, and even within different programs administered by 
the same agency, lowered the participatibn rate of the bank- 
ing community and created a generally negative atmos- 
phere around Federal loan guarantees. As a result of OMB 
lack of emphasis on the circular and its principles, agency 
officials were generally not aware of it, and nearly all who 
were did not use it. Officials stated that centralized guidance 
would be helpful to them and that they could follow the 

circular’s principles, but OMB would have to provide more 
leadership. OMB officials acknowledged the noncompli- 
ance but said that corrective action must be postponed fur- 
ther. 
Recommendations to Agencies: The Director, OMB, should 
reissue the circular to: ( 1) state directly the executive branch 
policies on charging guarantee fees, requiring lender coin- 
surance, controlling interest rates, and guaranteeing tax- 
exempt obligations, and amend it to include additional poli- 
cy guidance as soon as practicable; (2) state assertively that 
agencies developing credit assistance legislation and agen- 
cies administering existing programs, where existing stat- 
utes permit, are required to follow the principles contained 
in the circular; and (3) provide sufficient emphasis on the 
circular to allow for effective oversight and enforcement. 
Should such reissuance be determined to be impractical at 
this time, as an interim step, OMB should send a memoran- 
dum to the heads of executive agencies and establishments 
providing policy guidance on the four principles discussed 
in this report. 
Status: Action in process. 

Agency Comments/Action 

The OMB Fiscal Analysis Section has begun revising Circu- 
lar A-70 as recommended by GAO. It anticipates complet- 
ing a draft of the revised circular by April 1984. 

374 



OFFICE OF MflIYAGEMENT AND BUDGET 

Small Computers in the Federal Government: Management Is Needed To Wealize Potential and Prevent Prob- 
lems 
(AFMD-83-36, 3-8-83) 

Budget Function: Automatic Data Processing (990.1) 
Legislative Authority: Paperwork Reduction Act of 1980 (P.L. 96-511). Privacy Act of 1974. 

GAO identified a rapidIy evoIving problem relating to the ac- 
quisition and use of small computers by Federal agencies. 
GAO based its report on earlier findings and on current 
monitoring efforts of the automatic data processing per- 
formance at several agencies. 
Findings/Conclusions: GAO found that the use of small 
computers in the Government has advanced much faster 
than agency efforts to manage these resources. Existing 
guidance, directed toward large computers and centralized 
data processing, does not cover some of the unique as- 
pects of the small computer environment Present condi- 
tions allow waste and inefficiency in the short run and ad- 
versely affect broad policies and goals in the long run. GAO 
stated that lack of planning and guidance at all levels has al- 
lowed uncoordinated and uncontrolled proliferation of 
small computers. GAO concluded that, coIIectiveIy, small 
computers constitute a large block of resources that need 
increased attention from data processing management. 
Recommendations to Agencies: The Office of Management 
and Budget (OMB), working with the General Services Ad- 
ministration and the National Bureau of Standards in their 

respective areas of responsibility, should formulate policy 
and issue guidance to Federal agencies to provide the 
framework for a more informed, controlled, and systematic 
approach to the justification, acquisition, installation, and 
operation of small computers. 
Status: Action completed. 
The Director of OMB should ask the Reform 88 staff to: (1) 
specifically address the impact and implications of small 
low-cost computers; (2) report to him on how much and 
what kind of guidance is needed; and (3) make recommen- 
dations to him on the guidance to be issued on small com- 
puters. 
Status: No action initiated. Date action planned not known. 

Agency CommenWAction 

OMB said that it was too soon to issue management con- 
trols because of limited Federal experience with small com- 
puters. 
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OFFICE OF MiWlAGEMENT AND BUDGET 

Implementing the Paperwork Reduction Act: Some Progress, but Meny Problems Remain 
(GGD-83-35, 4-20-83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Public Health Service Act. Paperwork Reduction Act of 1980 (P.L. 96-511). Federal Reports Act, 
1942. Automatic Data Processing Equipment Act (P.L. 89-306). Marine Mammal Protection Act of 1972. Executive Order 
12291. Executive Order 12044. Executive Order 12046. OMB Circular A-71. OMB Circular A-l 1. 

Pursuant to a congressional request, GAO reported on the 
Office of Management and Budget’s (OMB) progress in im- 
plementing the Papenvork Reduction Act of 1980. 
FlndingsKonclusions: The Paperwork Reduction Act estab- 
lished broad objectives for improving the management of 
all Federal information resources. The act established the 
Office of Information and Regulatory Affairs (OIRA) within 
OMB and charged the Director of OMB with Government- 
wide responsibility for achieving these objectives. OMB pro- 
jected that a 29-percent reduction in paperwork burdens 
will be achieved by October 1983, exceeding the act’s 
25-percent reduction goal. However, GAO stated that OMB 
has made limited progress toward achieving other objec- 
tives of the act. The act contains 13 tasks with statutory 
milestones; 5 of the 6 tasks with 1982 milestones have not 
been completed. GAO believes that the most crucial deci- 
sion contributing to the shortfalls in completing many of the 
act’s task was the assignment to OIRA of primary responsi- 
bility for the administration’s regulatory reform program. As 
a consequence of its extensive regulatory reform responsi- 
bilities, OIRA has not devoted full time to implementing the 
Paperwork Reduction Act. 
Recommendations to Congress: Congress should consider 
implementing one of the following three options to get 
OMB to effectively carry out its Papenvork Reduction Act re- 
ponsibilities: (1) identify the resources needed to fully im- 
plement the act, and report annually on the resources ex- 
pended for that purpose; (2) provide separate funding for 
implementing the act; and (3) provide a separate appropria- 
tion for implementing the act and amending it to prohibit 
OIRA from performing any duties other than those required 
by the act. The first option could be taken either in connec- 
tion with the next OMB budget request or required as part 
of the next OMB annual report under the Paperwork Reduc- 
tion Act. The second option would allow for Congress to de- 
cide the level of resources it wishes to apply toward the act’s 
objectives and would provide reasonable assurance that the 
funds appropriated were actually applied. 
Status: Action in process. 

Recommendations to Agencies: The Director, OMB, should 
identify specifically and include in the budget program and 

financing schedule the resources needed for timely and ef- 
fective implementation of the Paperwork Reduction Act 
Status: Action in process. 

The Director, OMB, should assess the feasibility of applying 
a greater portion of the resources currently available to im- 
plementing the requirements of the act, particularly those 
requirements having statutory milestones. The results of 
this assessment should be included in the OMB budget 
submission. 
Status: No action initiated. Date action planned not known. 

The Director, OMB, should direct OIRA to provide clear-cut 
guidance to the agencies for implementing their responsi- 
bilities under the act. 
Status: No action initiated. Date action planned not known. 

The Director, OMB, should direct OIRA to develop a plan, 
including specific milestones, for accomplishing tasks 
specifically requiring the involvement of General Services 
Administration and the Department of Commerce. 
Status: Action in process. 

The Director, OMB, should direct OIRA to make appropriate 
use of other agencies’ expertise in accomplishing tasks re- 
quired by the act. 
Status: Action in process. 

The Director, OMB, should direct OIRA to develop criteria 
for delegation of clearance authority to qualified agencies 
and work with the agencies so that delegations can be 
granted. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

An OMB official stated that OMB has not prepared a writ- 
ten statement but does plan to do so. 

The House Committee on Government Operations has in- 
cluded a provision in H.R. 2718 to require OMB to estab- 
lish the funding required to carry out the Paperwork 
Reduction Act. H.R. 2718 passed the House of Repre- 
sentatives on November 7, 1983, and is pending in the 
Senate. 
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OFFICEOFMANAGEMENTANDBUDGET 

More Guidance and Controls Needed Over Federal Recordkeeping Requirements Imposed on the Public 
(GGD-83-42, 4-28-83) 

Budget Function: General Government: General Property and Records Management (804.0) 
LegblaHve Authority: Records Disposal Act. Records Act. Paperwork Reduction Act of 1980 (P.L. 96-5 11). Food, Drug and 
Cosmetic Act (21 USC. 355(e)). H.R. 316 (97th Cong.). S. 961 (97th Cong.). S. 1792 (97th Cong.). 

GAO reviewed compliance with a provision of the Paper- 
work Reduction Act of 1980, which requires the Office of 
Management and Budget (OMB) to develop standards re- 
lating to federally imposed record retention requirements, 
to determine whether the Government has acted to reduce 
the impact of those requirements. 

FindingsKoncluslons: GAO found that some businesses 
are confused about the length of time they must keep 
records for the Federal Government GAO also found that 
some businesses have a difficult time identifying and inter- 
preting Federal recordkeeping requirements. These 
businesses believe this burden could be minimized if the 
Government would provide them with a dependable guide 
to identify applicable Federal recordkeeping requirements. 
GAO believes that OMB should develop such a guide as 
part of its responsibility under the act. Effective control of 
Federal recordkeeping requirements requires that OMB es- 
tablish reasonable retention standards for agencies to fol- 
low and that it ensure that agencies follow them. OMB has 
taken preliminary steps toward establishing standards; how- 
ever, these steps have been done piecemeal and have been 
given a low priority. Consequently, little progress has been 
made toward developing useful record retention standards. 

Recommendations to Agencies: The Director, OMB, should 
direct the Office of Information and Regulatory Affairs 
(OIRA) to develop and place a higher priority on implement- 
ing a plan to establish and enforce record retention stand- 
ards for recordkeeping requirements levied by agencies on 
businesses, individuals, and State and local governments. 
Status Action completed. 
The Director. OMB, should direct the OIRA Administrator to 
work with the General Services Administration (GSA) in 
developing this plan, including assigning tasks and provid- 
ing resources needed to accomplish these task. 
Status Action in process. 
The Director, OMB, should direct the OIRA Administrator to 
require that agencies specify proposed retention periods 

and standard industrial classification data for all record- 
keeping requirements submitted for review. 
status: Recommendation no longer valid/action not intend- 
ed. OMf3 maintains that agencies are already specifying 
retention periods when they submit requirements for re- 
view. It has stopped requiring that agencies submit 
standard classification data because it does not use 
these data and does not want to overload its data bank, 
the Reports Management System. 
The Director, OMB, should direct the OIRA Administrator to 
ensure that the retention periods and standard industrial 
classification data are entered into the Reports Manage- 
ment System for future analysis. 
Status: Recommendation no longer valid/action not intend- 
ed. OMB stated that the Reports Management System 
was not designed to be used for such analysis. The sys- 
tem is primarily intended to monitor reporting bur- 
denhours, and OMB does not want to impair its efficien- 
cy and effectiveness by adding other functions. The sys- 
tem does not contain the necessary type and quality of 
data. 
The Director, OMB, should direct the OIRA Administrator to 
work with GSA to reinstate publication of a guide to Federal 
recordkeeping requirements. 
Status Action in process. 

Agency Comments/Action 

OMB is taking action to implement the recommendations. 
It is working with GSA to develop a plan for Federal record 
retention standards and a guide to retention requirements. 
It claims that agencies are currently specifying retention 
periods when they submit requirements for review, 
although not in a uniform manner. OMB has stopped re- 
quiring agencies to submit standard industrial classification 
data. Because of these data limitations and because it wants 
to avoid overloading the Reports Management System, 
OMB does not intend to use the system as a tool for reten- 
tion requirement analysis. 
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OFFICE OF MANAGEMENT AND BUDGET 

Progress of Federal Procurement Reform Under Executive Order 72352 
(PLRD-83-88, 6-17-83) 

Budget Function: General Government: Executive Direction and Management (802.0) 
Legislative Authority: Office of Federal Procurement Policy Act Amendments of 1979. Paperwork Reduction Act of 1980. 
Executive Order 12352. P.L. 93-400. H.R. 2293 (98th Conq.). S. 1001 (98th Cong.). DOD Directive 5000.30 DOD Direc- 
tive 5129.2. 

In response to a congressional request, GAO reported on 

the progress of Federal procurement reform under Execu- 
tive Order 12352 which was designed to establish a system 
in each agency to manage procurement. simplify the pro- 
curement process, develop a professional work force, and 
increase the use of competition. 
Findings/Conclusions: The Office of Management and 
Budget (OMB) has developed a plan and established in- 
teragency task groups for guidance design of the system re- 

forms. Further, a procurement executive has been appoint- 
ed in each agency to manage its procurement system. 
However, agencies have not given these officials the com- 
plete system responsibilities or authority necessary to carry 
out the procurement reforms. 
Recommendations to Congress: Congress should provide 
in the Office of Federal Procurement Policy reauthorization 
bill: (1) decision authority for the Policy Office to prescribe, 
where necessary, Government-wide criteria for an accept- 
able procurement system, oversee the new Government- 
wide regulation, and conduct tests of innovative concepts 
and methods to streamline procurement and increase 
competition; (2) recognitron of the role of assisting the 
agencies in developing their procurement systems; and (3) 
a statutory basis for the agency management responsibili- 
ties spelled out in the Executive Order. 

Status: Action completed. 

Recommendations to Agencies: The Director, OMB, should 
ensure that hrgh-level agency managers are aware of their 

responsibilities to: (1) establish a management structure 

throughout their agencies with complete procurement sys- 
tem responsibilities: (2) dedicate enough time and talent to 
designing reform guidance; (3) adopt the substance of re- 
form guidance being issued under the Executive Order; and 
(4) conduct an internal review of the effectiveness of agency 
implementation. 
Status: Action completed. 

The Director, OMB, should use progress reports to the 
President on the Executive Order as a vehicle to encourage 

implementation by reporting both progress and problems 
and furnish copies of these reports to the Senate Govern- 

mental Affairs and House Government Operations Commit- 
tees. The reports should be based upon the actual agency 
responses to guidance stemming from the Executive Or- 
der. Such agency responses should describe the extent of 
implementation and reasons for any delay. 
Status: Action in process. 

The Director, OMB, should assign responsibility for 
developing Executive Order guidance on agency reviews of 
procurement needs and priorities. 
Status: NO action initiated. Date action planned not known. 

Agency Comments/Action 

Although OMB agrees with the GAO recommendation, no 
substantive implementation has taken place. 
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OFFICE OF MANAGEMENT AND BUDGET 

Improved Standards Needed for Managing and Reporting Income Generated Under Federal Assistance Pro- 
grams 
(GGD-83-55, 7-22-83) 

Budget Function: General Governmentz Executive Direction and Management (802.0) 
Legislative Authority: OMB Circular A-l 02. OMB Circular A- 110. 

GAO reviewed Federal agencies’ and grantees’ policies and 
practices for managing and reporting income generated 
under federally assisted programs. 

Findings/Conclusions: GAO found that a number of Feder- 
al agencies have not established regulations conforming to 
the Office of Management and Budget’s (OMB) grant- 
related income standards or are not adequately implement- 
ing their grant-related income regulations. GAO also found 
that the OMB standards do not address all grant-related In- 
come issues and that the income reporting requirements 
are not clear. As a result, the objectives which the income 
standards sought to attain, such as using the income to in- 
crease the size of federally assisted programs or to reduce 
the Federal Government’s and grantees’ share of program 
costs, are not always being attained. 

Recommendations to Agencies: The Director, OMB, should 
revise Circulars A- 102 and A- 110 to expand the definition of 
program income and the financial reporting requirements 
to ensure that all income generated under federally assisted 
projects, including interest and sales proceeds, is account- 
ed for and reported by assistance recipients. 
Status: Action in process. 

The Director, OMB, should revise Circulars A-l 02 and A- 
110 to establish standards for the disposition of interest 

earned on (1) program income; (2) funds not pending dis- 
bursement because of completed projects, audit excep- 
tions, or contract settlements; and (3) sales proceeds. 
Status: Action in process. 

The Director, OMB, should revise Circulars A-102 and A- 
110 to establish standards addressing the timing and al- 
lowability of program income expenditures and the classifi- 
cation of income derived from products of the land such as 
oil, gas, minerals, gravel, and standing timber. 
Status: Action in process. 

The Director, OMB, should revise Circulars A-102 and A- 
110 to expand the description of the deductive option to 
note that its objective of reduced costs to the Government 
will not be achieved unless total grantee expenditures are 
limited to the budgeted amount approved in the grant a- 
ward. 
Status: Action in process. 

The Director, OMB, should revise Circulars A-102 and A- 
l 10 to incorporate in the standards a statement that Feder- 

al agencies should specify in their regulations which pro- 
gram income option is to be used by grantees when grant 
agreements fail to specify an option. 
Status: Action in process. 

The Director, OMB, should revise Circulars A-102 and A- 
110 to clarify in the instructions for Standard Forms 270 

and 272 that all income retained by grantees is to be sub- 
tracted on their requests for drawdowns. 
Status: Action in process. 

Agency Comments/Action 

OMB stated that it is now reviewing all of the provisions of 
OMB Circulars A-102 and A-l 10. When the review is com- 
pleted, appropriate changes will be made to the program in- 
come provisions of the circulars. 
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OFFICE OF PERSONNEL MANAGEMENT 

Changes Needed in Calculation of Reduction in Civil Service Annuities for Survivor Benefits 
(FPCD-8 7 -35, 2-26-8 7) 

Budget Function: General Government: Central Personnel Management (805.0) 
Le&latlve Authority: 5 U.S.C. 8339. 5 U.S.C. 8340. 

GAO reviewed the method used by the Office of Person- 
nel Management (OPM) to reduce the civil service annui- 
ties of retired Federal employees who have elected sur- 
vivor benefits for their spouses. Specifically, its objectives 
were to evaluate the OPM method of calculating the sur- 
vivor benefit reduction when applying cost-of-living adjust- 
ments and to determine what the effects would be if the 
method were changed. 
Findings/Conclusions: When they retire, Federal employ- 
ees may elect that upon their death an annuity will also be 
payable to a surviving spouse. The applicable law speci- 
fies that, for this coverage, the retiree’s full annuity is re- 
duced by specific percentages stated in the law. If a 
retiree’s marriage ends by death or divorce, survivor cov- 
erage also ends and the annuity is increased to its full 
amount. Cost-of-living increases apply to all annuities pay- 
able from the fund, but the law authorizing them does not 
specifically state whether they are to applied to the re- 
duced annuities or the unreduced annuities. OPM has 
elected to apply the increases to the reduced annuities, 
which results in a higher cost to the Government. OPM 
calculates the reduced annuity only once for an individual 
at the time he or she retires and elects survivor coverage. 
Thereafter, the reduced annuity is adjusted by semiannual 
cost-of-king increases. This creates a situation where, for 
identical survivor benefits, new retirees pay more than ear- 
lier retirees who subsequently received cost-of-living in- 
creases. GAO believes that a more equitable method 
would be to recalculate the annuity reduction each time 
there is a cost-of-living increase. If a marriage ends, OPM 
recomputes and restores the full annuity. In addition, it 
maintains a record from that time forward of the adjusted 

reduced annuity and survivor benefits payable in case the 
retiree remarries. This procedure preserves the potential 
for inequity among single retirees in the event of their 
subsequent remarriage and should be changed. 
Recommendations to Agencies: The Acting Director, OPM. 
should determine reduced annuities for survivor coverage 
by first adjusting the full annuities for cost-of-living In- 
creases and then applying the reduction formula. 
Status: No action initiated. Date action planned not 
kll0WT-l. 

The Acting Director, OPM, should propose a change to 
section 5 U.S.C. 8339 so that upon remarriage a retiree’s 
survivor reduction would be determined according to the 
reduction formula applicable to other retirees. 
Status: No action initiated. Date action planned not 
kn0Wl-l. 

The Acting Director, OPM, should change the method of 
reestablishing full annuities in cases of marriage dissolu- 
tion to the method described in this report. 
Status: No action initiated. Date action planned not 
kll0WI-l. 

Agency Comments/Action 

OPM opposed adopting the recommended changes. It be- 
lieved that the changes would be: (1) perceived as ineqult- 
able by some retirees; (2) more complex than existing 
procedures; and (3) contrary to changes recently enacted 
in the military retirement system. OPM added that 
although it could implement the recommendations ad- 
ministratively, it would not do so unless the law was 
changed. 



OFFICE OF PERSONNEL MANAGEMENT 

OPM Needs To Provide Better Guidance to Agencies for Approving Government-Funded College Courses 
for Employees 
(FPCD-82-61, g-20-82) 

Budget Function: General Government: Central Personnel Management (805.0) 
Legislative Authority: Government Employees Training Act. 5 USC. 5946. 

In response to a congressional request, GAO reviewed 
Government expenditures for its employees to attend col- 
lege courses as well as expenditures on organizational 
dues which are a part of training expenses. 
Findings/Conclusions: Federal agencies pay for a wide 
range of college courses. Agencies vary in their judg- 
ments of the types of training-related costs they will pay, 
whether college courses can be taken during duty time, 
and restrictions on the number and types of courses 
which employees may take. In the four activities which 
GAO visited, most employees and supervisors interviewed 
believed that the college courses which the employees 
took were necessary for performing agency functions: 
however, GAO did not see how some of the courses tak- 
en by employees related to their official duties. Although 
the Government Employees Training Act requires Govern- 
ment-financed college courses to be related to employ- 
ees’ official duties, the Office of Personnel Management 
(OPM) definition of official duties is not specific. Additional 
guidance is needed, particularly as the Act relates to fu- 
ture duties. None of the activities visited had systematic 
procedures to determine whether the agencies are bene- 
fiting from paying for employees to attend courses. At the 
four activities, employees’ leaving their agencies soon 
after completing courses did not appear to be a problem. 
Three of the four activities visited had also pald organiza- 
tional dues during fiscal year (I?) 1980. Although most of 
the memberships were purchased in the names of the ac- 
tivities, one activity purchased two memberships for indi- 
viduals. At the four activities, memberships in the Toast- 
masters clubs were not purchased during FY 1980. 

Recommendations to Agencies: The Director of OPM 
should develop more specific guidance for Federal agen- 
cies to use in determining the kinds of college courses 
they may approve and pay for, particularly those courses 
that relate to future duties employees may assume. Agen- 
cies should be required to have an established target po- 
sition for trainees which can be reached within a specific 
time. The Director should emphasize to agencies the im- 
portance of establishing and implementing a system to 
evaluate and assess the effect that college training has on 
participants’ performance and to assure that skills ac- 
quired from college training are being used. OPM should 
assist agencies in developing their evaluation methodolo- 

!3Y. 
Status: Action in process. 

Agency Comments/Action 

OPM agreed that agencies need more guidance to deter- 
mine the kinds of college courses they may approve and 
pay for. OPM indicated that guidance in this area has been 
under development and is approaching completion. The 
guidance would be included as a supplement to chapter 
410 of the Federal Personnel Manual. OPM advised that it 
has identified examples of agency evaluation activities in- 
volving assessment of the effect college training has on par- 
ticipants’ performance. This information has been dissem- 
inated to the Federal training community. Also, at a Decem- 
ber 1982 managers’ workshop, in which training leaders 
from many Federal agencies participated, OPM attempted 
to encourage agencies to share evaluation methodology. 
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OFFICE OF PERSONNEL MANAGEMENT 

Inadequate internal Controls Affect Qualify and Reliability of the Civil Service Retirement System’s Annual 
Report 
(AFMD-83-3, 70-22-82) 

Budget Function: Financial Management and Information Systems: Regulatory Accounting Rules and Financial Report- 
ing (998.6) 
Legislative Authority: Employee Retirement income Security Act of 1974. P.L. 95-595. 31 U.S.C. 68. 5 U.S.C. 8347. 

GAO reported on the quality and reliability of the financial 
and actuarial information presented by the Office of Per- 
sonnel Management (OPM) in its 1980 report on the Civil 
Service Retirement System. GAO also reviewed the plan’s 
internal control procedures to determine their effective- 
ness in ensuring the reliability of the information used. 
Findings/Conclusions: GAO found that OPM did not es- 
tablish adequate internal control procedures to ensure re- 
liable data. The inadequacies resulted because OPM did 

not properly control the design, development, and mainte- 
nance of the computer programs used in performing ac- 
tuarial valuations. OPM also did not establish accounting 
and review procedures sufficient to prevent inaccurate fi- 
nancial data from being reported. OPM also failed to en- 
sure that the annual report was prepared in complete ac- 
cordance with reporting guidelines which encompass gen- 
erally accepted accounting principles and the reporting re- 
quirements of statutory law. 
Recommendations to Agencies: The Director of OPM 
should require the plan administrator to document the ac- 
tuarial valuation programs using guidance provided by the 
National Bureau of Standards. Such documentation 
should include, as a minimum, source program listings, 
narrative descriptions of the computer programs, program 
and data base specifications, descriptions of table organi- 
zation, a users’ manual, a program maintenance manual, 
and the test plan and results. 
Status: Action completed. 

The Director of OPM should require the plan administra- 
tor to have an independent test conducted of the vaiua- 
tion programs to ensure their accuracy and completeness 
and to determine whether design specifications and user 
needs are being met. 
Status: Action completed. 

The Director of OPM should require the plan administra- 
tor to implement control procedures over program 
changes. These procedures should include the require- 
ment that each program change be authorized, docu- 
mented, independently tested and certified, and impie- 
mented through the production program coordinator. 
Further, the programs should be placed in the production 
library of the computer system. 
Status: Action completed. 

The Director of OPM should require the plan administra- 
tor to establish review procedures over the computation of 

accruals to ensure that the methods used meet manage- 
ment’s criteria and that the results are reasonable. 
Status: Action completed. 
The Director of OPM should require the plan adminlstra- 
tor to establish procedures to properly account for over- 
payments of annuities and refunds. The procedures 
should require subsidiary records that can be accurately 
maintained and summanzed in a reasonable amount of 
time. 
Status: Action in process. 
The Director of OPM should require the plan admlnistra- 
tor to establish procedures to ensure that complete infor- 
mation on expenditures is available to the plan on a time- 

ly basis and that expenses are properly associated WI&I 
the fiscal year in which they are Incurred. 
Status: Action completed. 

The Director of OPM should require the plan administra- 
tor to direct the preparer of the plan’s annual report to 
completely follow OMB instructions which encompass 
generally accepted accounting principles and the applica- 
ble section of the Employee Rebrement income Security 
Act of 1974. 
Status: Action completed. 

The Director of OPM should require the plan administra- 
tor to ensure that the enrolled actuary who revrews the ac- 
tuarial data in the plan’s annual report also provide a 
statement that, to the best of his or her knowledge, the re- 
port is complete and accurate. 
Status: Action completed. 

Agency Comments/Action 

OPM has completely restructured its annual pension re- 
port required by P.L. 95-595. The new reporting format 
provides for adequate financial disclosure. As a high prior- 
ity, OPM has established improved automation of its fi- 
nancial positions, particularly in the actuary group. OPM 
expressed agreement with most of the recommendations 
although in several instances it belreved that an approach 
different from the one recommended would attain the ob- 
jective more efficiently. Disagreement was presented a- 
bout the method of determrning admrnistrative expendi- 
tures. 

382 



OFFICEOFPERSONNELMANAGEMENT 

Agency Administrative Systems Need Attention 
(FPCD-83-15, 72-22-82) 

Budget Function: General Government: Executive Direction and Management (802.0) 
Legislative Authority: 5 C.F.R. 77 1. 

GAO reviewed administrative grievance systems at selected 
Federal agencies. 
Findings/Conclusions: GAO found shortcomings which 
lessen the effectiveness of the grievance procedures, in- 
cluding: (1) untimely processing of grievances by agencies, 
and (2) lack of a formal systematic method to determine 
how well the systems operate. Although the departments 
and agencies have established time limits to provide orderly 
processing and timely resolution of grievances, they are tiot 
meeting the deadlines. Taking more than the allowed time 
to settle grievances decreases confidence in the system and 
detracts from its credibility. Two departments have imple- 
mented grievance mechanisms which may help reduce the 
time it takes to process a grievance. The departments and 
agencies generally do not have a basis for judging the effec- 
tiveness of their administrative systems. Some have begun 
to collect information to evaluate their systems, but none 
has an overview of the systems’ effectiveness. GAO be- 
lieves that, to evaluate their systems, departments and 
agencies should collect information, such as: (1) the types 
of grievances; (2) where grievances occur: (3) how and at 
what levei in the process grievances are resolved; (4) the 
time it takes to process and resolve grievances; and (5) 
causes of delays in processing grievances. 

Recommendations to Agencies: The Director, Office of Per- 
sonnel Management (OPM), should emphasize to depart- 
ments and agencies the importance of establishing and 
meeting credible time limits and correcting problems that 
cause these time limits to be exceeded. 
Status: Action in process. 
The Director, OPM, should direct departments and agen- 
cies to collect information essential to a monitoring and 
evaluation program and evaluate the effectiveness of their 
administrative grievance systems. 
Status: Action in process. 
The Director, OPM, should assess the advantages and 
disadvantages of the procedures being used by the Depart- 
ments of Health and Human Services and the Navy to im- 
prove timeliness and give the results to other Federal 
departments and agencies for comparison with their pro- 
cedures’ advantages and disadvantages. 
Status: Action in process. 

Agency Comments/Action 

OPM agreed with the recommendations and indicated that 
actions would be initiated to implement them. 

383 



OFFICE OF PERSONNEL MANAGEMENT 

Most Civil Service Disability Retirement Claims Are Decided Fairly, but Improvements Can Be Made 
(FPCD-83-1, 4-73-83) 

Budget Function: Income Securitv: Federal Emplovee Retrrement and Disability (602.0) 
Legislative Authority: 5 U.S.C. 8i37. 

_ 

In response to a congressional request, GAO reviewed the shortages. Case files showed that OPM made virtually no ef- 
Office of Personnel Management’s (OPM) civil service disa- fort to defend its decisions which were reversed by an ap- 
bility retirement program to determrne whether OPM has peal to MSPB, although many of these cases had arguable 
been consistent in applying its eligibility criteria and to as- deficienctes or inconsistencres. OPM is considering a strate- 
sess the’ reasons for the increase In the number of OPM gy to reduce the number of cases which it loses through ap- 

claims decisions that have been reversed by the Merit Sys- peals but this strategy has been delayed due to the clarms 
tems Protection Board (MSPB). backlog. 

Findings/Conclusions: Although GAO estimated that at 
least 90 percent of the OPM decisions reviewed were based 
on standard evaluation criteria, GAO identified problems 
within the review system that could cause Inconsistencies in 
claims decisionmaking. GAO found that those OPM deci- 
sions which denied claims because of a belief that the In- 
volved agencies could have retained the disabled persons 
were improper and inconsistent with OPM criteria. In addr- 
tion, GAO found that OPM needs to develop better criteria 
for determining psychiatric disability and to expand Its 
psychiatric assessment capabilities. GAO felt that a recently 
started internal review of the claims process should help. if 
it is continued on a regular basis. In addition, OPM has pro- 
posed new forms and instructions which will address prob- 
lems which GAO found. GAO stated that OPM had not been 
telling applicants why their initial claims were denied. Con- 
sequently, applicants did not know whether they could ap- 
peal their claims with additional evidence Further, claims 
are often approved during reconsrderation if they contain 
additional information. OPM has not yet implemented a 
process to alleviate this problem because of clerical-staff 

Recommendations to Agencies: The Director of OPM 
should use revised claims forms and instructions 
Status: Action completed. 

The Director of OPM should notify applrcants of the specific 
reasons for denial of their initial clarms. 
Status: Action in process, 

The Director of OPM should carry out the OPM proposed 
strategy for evaluating and defending disability decrsrons 
appealed to MSPB. 
Status: Action in process. 

The Director of OPM should develop better criteria for de- 
ciding mental illness cases, using generally accepted 
psychiatric principles and practices, and provide psychiatric 
expertise as necessary. 
Status: Action in process. 

Agency Comments/Action 

OPM agreed with the findings and recommendatrons and 
has taken action to implement each of them 
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OFFICE OF PERSONNEL MANAGEMENT 

Classification and Qualification Standards for the GS-1410 Library-Information Service Series 
(GGD-83-97, 8-12-83) 

Budget Function: General Government: Central Personnel Management (805.0) 
Legislative Authority: 5 U.S.C. 5105. 

In response to a congressional request, GAO reviewed the 
Office of Personnel Management’s (OPM) development of 
proposed classification and qualificatron standards for the 
Library-Information Servrce occupational series. 
Findings/Conclusions: GAO determined that OPM did not 
exceed its legal authority to develop classification and qual- 
ificatron standards and that Its actions were generally con- 
sistent with those affecting other recently developed stand- 
ards. However, OPM has not fully addressed the critrcisms 
made by librarians regarding proposed changes that would: 
(1) reduce the entry grade for persons hired with a Master of 
Library Science degree earned in less than 2 full academic 
years: and (2) redefine the GS-5 entry level requirements. 
GAO also believes that librarians’ concerns about docu- 
mentation and sampling aspects of OPM methodology 
deserve further consideration. GAO suggests that, to further 
enhance the credibility of its surveys, OPM may wish to re- 
search the feasibility of conducting statistically reliable oc- 
cupational surveys and providing for a documentatron 
process that shows more clearly how conclusions are sup- 
ported. 

Recommendations to Agencies: OPM should consider 
determining whether: (1) Federal librarians hired at GS-9 
with less than a 2-year Master of Library Science degree 
and no experience have typically performed all of the duties 
and responsibilities of the GS-9 position successfully: (2) 
Federal librarians hired without the Master of Library Sci- 
ence degree typically performed all duties and responsibrli- 
ties successfully and were able to progress through the 
career ladder. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

The House Committee on Post Office and Civil Service, 
Subcommittee on Civil Service, has criticized the OPM pro- 
posed changes for the librarian standards based on the 
GAO report. While it appears that OPM believes that its pro- 
posed changes for the librarian series are appropriate, the 
proposed standards have not been approved for issuance. 
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OFFICE OF PERSONNEL MANAGEMENT 

New Performance Appraisals Beneficial but Refinements Needed 
(GGD-83-72, 9-15-83) 

Budget Function: General Government: Central Personnel Management (805.0) 
Legislative Authority: Civil Servrce Reform Act of 1978 (5 U.S.C. 4304). 5 USC. 75. 5 U.S.C. 4303. 5 U S C. 7701 

GAO reviewed, on a selected basis, performance appraisal 
systems for General Schedule employees established by 
Federal agencies under the Civrl Service Reform Act of 
1978. The act directed agencres to develop objective cri- 

teria for supervisors to use In rating employees’ perform- 
ance and determining appropriate personnel actions. 
Findings/Conclusions: GAO found that, although there ap- 
pears to be better communication between employees and 
supervisors since implementatron of the performance ap- 
praisal systems, many important aspects require improve- 

ments before performance appraisal systems can be used 
as cred; .d bases for personnel actrons. A GAO examination 
of the standard-setting and appraisal evaluation processes 
at three agencies revealed that: (I ) many employees drd not 
actively partrcipate in setting their performance standards; 
(2) not all employees were advised of the standards by 
which their performance would be evaluated at the begrn- 
ning of their appraisal periods; (3) performance levels and 
measurable performance standards were not clearly de- 
fined: (4) some appraisals were not completed on a timely 
basis; (5) some agencies’ procedures for determining sum- 
mary ratings were ambiguous or unnecessarily complrcat- 
ed; (6) higher level officials’ reviews of ratings were often 
perfunctory: and (7) procedures for linking performance 
appraisal results with personnel decisions were often vague. 
GAO concluded that the Office of Personnel Management 
(OPM) needs to ensure that agencies take appropriate ac- 
tions to make the necessary refinements to their appraisal 
systems. 
Recommendations to Agencies: 1 he Director, OPM. should 
develop and propose an amendment to the Civil Service 
Reform Act clearly stating that denying a within-grade in- 

crease is a performance-related action covered under sec- 
tion 4303. 
Status: Action in process. 

The Director, OPM, should research the potential value of 
generic standards for large occupational groups that agen- 
cies could use as a basis for developing specific standards 
for employees in those occupations. 
Status: Action in process. 

The Director, OPM. should require a second level review of 
employees’ performance standards at the begtnnrng of ap- 

praisal periods to ensure that those standards contain the 
desired characteristics of objectivity and measurability. 
Status: Action in process. 

Agency Comments/Action 

In October 1983, OPM published a comprehensive set of 
regulations in the Federal Register on performance ap- 
praisal, awards, and a Performance Based Incentive Sys- 
tem. These regulations covered the report’s recommenda- 
tions on policies on performance appraisal and the use of 
appraisal results for personnel decisions. However, a U.S. 
district court ruled in December 1983 that Congress had 
blocked implementation of these proposed regulations 
through fiscal year 1984. OPM is appealing that decision, so 
the date for their implementation is not set. The proposed 

regulations would have clarified that a within-grade increase 
is a performance-related action. According to OPM, it has a 
major project underway developing generic elements and 
standards for larger occupational groups, which is con- 
sistent with the recommendation. 



OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

The Office of Science and Technology Policy: Adaptation to a President’s Operating Style May Conflict With 
Congressionally Mandated Assignments 
(PAD-80-79, g-3-80) 

Budget Function: General Science, Space, and Technology: General Science and Basic Research (251 .O) 
Legislative Authority: Science and Technology Policy, Organization, and Priorities Act (P.L. 94-282). Executive Order 

12039. 

GAO studied the Office of Science and Technology Policy 

(OSTP) to examine the extent to which OSTP has studied 
the 13 issues on Federal organization and management of 
science and technology policy, and to determine the extent 
to which OSTP is involved in strategic planning for science 
and technology. Top officials of OSTP believe that the 
broad legislative mandate for OSTP cannot be fully met un- 
der present conditions and operating styles within the Exec- 
utive Office of the President. OSTP management and staff 
also believe that ail their work must be tied to the existing 
policymaking process in the Executive Office of the 
President, because they have no independent control over 
any portion of the U.S. policymaking system. OSTP inter- 
prets its environment as requiring it to be continually active 
in initiating its own work and then fostering implementation 
of its recommendations, many of which demonstrate a stra- 
tegic perspective. OSTP is most active in its extensive coiia- 
boration with the Office of Management and Budget in the 
research and development budget process. 
Findings/Conclusions: GAO found that OSTP does not in- 
tend to prepare the mandated comprehensive survey re- 
port. This assignment to OSTP placed a large burden on 
OSTP and significantly increased its responsibilities without 
increasing its resources. The small and active OSTP has 
produced no comprehensive report but a list of its many ac- 
tivities, categorized according to the 13 issue areas. The 
OSTP staff attempts to give a strategic perspective to con- 
siderations of topical or mission issues, such as energy and 
space. OSTP believes that it is not feasible to do more com- 
prehensive strategic planning and remain effective in the 
Executive Ofice of the President. it seldom studies the reia- 
tionships of issues in the whole context of science and tech- 
nology in society; instead, it usually focuses on a particular 
mission issue in isolation from its interactions with other na- 
tional concerns. The small size of OSTP and its perceptions 
of the operating style of the President and the President’s 
senior advisors inhibit its further involvement in compre- 
hensive strategic planning. GAO believes that, within exist- 
ing constraints, OSTP can establish a systematic and for- 
mal mechanism for identifying long-range emerging issues 
and for providing a detached perspective in screening out- 
side proposals for the OSTP agenda. Both OSTP and the 
National Science Foundation are taking steps to improve 
communication in planning and preparing the Annual Re- 
port and the Five-Year Outlook. 
Recommendations to Congress: Congress should consider 
whether a comprehensive survey of the Federal role in sci- 
ence and technology, as mandated by title iii, is still needed. 
if so, Congress should consider what mechanisms aiterna- 
tive to OSTP could undertake it. 
Status: No action initiated. Date action planned not known. 

Congress should consider if some other mechanism 
should be established to identify and rank emerging issues 
in science and technology. Perhaps alternative mechanisms 
could help Congress critically examine OSTP selection of 
items for its agenda and its analysis of issues in the Five- 
Year Outlook. 

Status: No action initiated. Date action planned not known. 

Congress should consider whether OSTP sufficiently bal- 
ances its mission-related work by giving enough attention 
to: (1) interactions and tradeoffs among topical or mission- 
based strategies for science and technology; and (2) Feder- 
al policies designed for the governance and support of sci- 
ence and technology. 

Status: No action initiated. Date action planned not known. 

Congress should consider: (1) how it and the OSTP Direc- 
tor can best identify and resolve concerns about the 
Director’s choice of operating style; (2) if the OSTP iegisla- 
tive mandate is too comprehensive; and (3) what other 
means might fulfill congressional needs for information and 
analysis not provided by OSTP. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Director of OSTP 
should prepare the comprehensive report originally man- 
dated by title Iii of Public Law 94-282 to the President’s 
Committee on Science and Technology. 

Status: No action initiated. Date action planned not known. 

The Director of OSTP should suggest to Congress iegisia- 
tion to relieve OSTP of the title iii-mandated comprehensive 
report. 
Status: No action initiated. Date action planned not known. 

The Director of OSTP should take greater initiative in select- 
ing issues for the Annual Report and the Five-Year Outlook 
and continue to develop means for guiding the National 
Science Foundation on the posture for treating these is- 
sues. 
Status: Action completed. 

The Director of OSTP should establish some formal mech- 
anism for providing a detached view of issues for its agen- 
da. The mechanism should help OSTP identify emerging 
issues, screen the many external suggestions for OSTP 
work, examine the interrelationships among issues, and 
suggest priorities for consideration by OSTP. 
Status: Action completed. 

Agency Comments/Action 

The agency claimed, at the time the report was released, 
that it fulfilled its entire legislative mandate. GAO disagreed 
then and still does. 
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OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

Uncertainties Surround Future of U.S. Ocean Mining 
(NSMD-83-4 7, 9-6-83) 

Budget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Deep Seabed Hard Mineral Resources Act (30 U.S.C. 1401 et seq.). Strategic and Critical Materials 
Stock Piling Act (50 U.S.C. 98 et seq.). National Materials and Minerals Policy, Research and Development Act of 1980 (P.L. 
96-479; 30 U.S.C. 1601 et seq.; 94 Stat. 2305). Science and Technology Policy, Organization, and Priorities Act (F.L. 
94-282; 42 U.S.C. 6601 et seq.). Defense Production Act (Levering-Burton). Energy Security Act Merchant Marine Act, 
1936. H. Rept. 96-3350. 

GAO reported on the Federal Government’s involvement in 
ocean mining and examined efforts to further develop U.S. 
ocean mining to provide access to seabed resources as a 
desirable supply source. 
Findings/Conclusions: The United States rejected the 
UN.-backed Law of the Sea Treaty, hoping to provide a 
more adequate framework by which to ensure access to the 
strategic mineral resources of ocean seabeds. GAO found 
that, although the President designated a council to coordi- 
nate a national materials policy, no such policy has yet em- 
erged. The current focus of Government activity is directed 
toward negotiation of a reciprocating agreement with other 
industrialized countries. GAO believes that negotiating an 
alternative arrangement to the Treaty will not, in itself, en- 
sure the development of ocean mining as an alternative 
source for critical materials. Further, the current uncertain- 
ties regarding U.S. ocean mining require the Government to 
make more comprehensive vulnerability assessments to 
better gauge how extensively ocean mining should be pro- 
moted and how to effectively formulate financially oriented 
policies to aid private industry. 

Recommendations to Agencies: The Director of the Office 
of Science and Technology Policy should conduct the 
necessary assessments to support the development of an 
ocean mining policy. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 

In a letter to the Comptroller General dated October 17, 
1983, the head of the agency stated that the GAO recom- 
mendation would not be an efficient use of Government re- 
sources and that two studies by other agencies are expect- 
ed to provide “much of the information necessary for the 
assessments recommended by GAO.” The agency ac- 
knowledged that the results of these studies are not expect- 
ed to entirely satisfy GAO recommendations. GAO corol- 
lary work regarding vulnerability assessments of critical 
minerals and materials disclosed that the recommended 
assessments have not been made and that there are no 
ongoing studies that will satisfy the need. 
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PANAMA CANAL COMMISSION 

Panama Canal Commission Procurement and Contracting 
(NSIAD-83-1, 7-29-83) 

Budget Function: Procurement - Other Than Defense (990.4) 
Legktive Authority: Executive Order 12352. 

GAO reviewed the adequacy of the Panama Canal Commis- 
sion’s procedures for buying goods and services and how 
well these procedures are being applied. 
Findings/Conclusions: GAO found that the Commission 
generally followed acceptable procedures when procuring 
by formal advertising. However, in procuring by negotiation, 
the Commission’s practices did not, in most cases, con- 
form to acceptable procedures for Government agencies. 
As a result, assurances were lacking that prices negotiated 
and paid by the Commission were fair and reasonable. in 
response to an Executive Order, the Commission appoint- 
ed a procurement executive in November 1982. However, 
the designated procurement executive is currentiy serving 
on a part-time basis, his authority and responsibility have 
not been established, and procurement reforms called for 
in the Executive Order have not been instituted. 
Recommendations to Agencies: The Administrator of the 
Panama Canal Commission should ensure that the position 

of Procurement Executive is made and maintained inde- 
pendent of line authority within the Commission and that 
the Procurement Executive be made accountable only to 

the head of the agency. 
Status: Action completed. 

The Administrator of the Panama Canal Commission 
should ensure that the matters discussed in this report are 
included on the agenda of the Procurement Executive for 
consideration, study, and resolution. 
Status: No action initiated. Date action planned not known. 

The Administrator of the Panama Canal Commission 
should direct the General Auditor of the Panama Canal 
Commission, after passage of a reasonable length of time. 
to reexamine the Commission’s performance in ensuring 
fairness and reasonableness of prices for negotiated pro- 
curements. 
Status: Action completed. 
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PENSION BENEFIT GUARANTY CORPORATION 

Disclaimer of Opinion on the Financial Statements of the Pension Benefit Guaranty Corporation for FY 7980 
(AFMD-82-42, 6-23-82) 

Budget Function: Financial Management and information Systems: Regulatory Accounting Rules and Financial Reporting 
(998.6) 
Legislative Authority: Government Corporation Control Act (31 USC. 850). 

GAO examined the combined statement of the financial 
condition of the Pension Benefit Guaranty Corporation as of 
September 30, 1980, the related combined statements of 
operations and changes in the deficiency in net assets, and 
the changes in financial condition for the year then ended. 
Findings/Conclusions: The examination disclosed material 
accounting and estimating problems, internal control weak- 
nesses, and major uncertainties that significantly reduce the 
reliability of important account balances. Because of the 
matters discussed in the report, GAO was not able to ex- 
press an opinion on whether the Corporation’s statements 

presented fairly its finzrcial condition and the results of its 
operations and changes in financial condition for fiscal year 
1980. 
Recommendations to Agencies: The Executive Director of 
the Pension Benefit Guaranty Corporation should: ( 1) devel- 
op a system for financial statement reporting that values 
benefits on a current, individual participant basis: (2) sub- 
stantiate the reasonableness of actuarial assumptions, esti- 
mation techniques, and models; (3) determine reasons for 

changes in the pension plan inventory and establish allow- 
ances in the financial statements for expected variances; (4) 
establish accounting controls and procedures to reconcile 
financial data maintained by separate computer systems; 
and (5) develop policies and procedures for substantiating 
information provided by external organizations. 
Status: Action in process. 

Agency Comments/Action 

The Corporation recognizes the need to improve the relia- 

bility and fair presentation of the financial statements by ini- 
tiating efforts to strengthen internal controls and to improve 
recordkeeping and financial statement preparation. In 
response to the recommendations, the Corporation has 
developed a plan to address all issues raised in the report 
and to implement accounting and control procedures 
necessary to produce auditable financial statements. 
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PRESIDENT'S COUNCIL ON INTEGRITYAND EFFICIENCY 
Budget Implications of Savings Reported in the Third Summary Report Issued by the President’s Council on In- 
tegrity and Efficiency 
(AFMD-83-14, 10-18-82) 

Budget Function: Financial Management and Information 
(998.4) 
Legislative Authority: OMB Circular A-50. 

Pursuant to a congressional request, GAO reviewed the 
third “Summary Report of Inspector General Activities” by 

the President’s Council on Integrity and Efficiency. The re- 
port is intended to highlight the significant impact that the 
inspectors general (IG), the Council and the administration 
have had in combating fraud. waste, and mismanagement 
in Government. 

Findings/Conclusions: GAO found that the Council’s third 
report was an improvement over its two previous reports. It 
provided clearer definitions and more explanatory informa- 
tion on the statistics contained in its data tables. However, 
GAO stated that better disclosure in the areas of budgetary 
savings, preaward contract audit results, and actual 
recoveries would improve future Council reports. Specifical- 
ly, GAO reported that: (1) the approximately $6 billion sav- 
ings reported by the Council represents management com- 
mitments that may result in savings, but not necessarily 
budgetary savings; (2) Defense Contract Audit Agency 
(DCAA) preaward audits differ from IG audits and should be 
reported separately; and (3) management commitments to 
act on recommendations only partially measure IG and 
agency effectiveness and do not ensure recovery or other 
action. 

Recommendations to Agencies: The President’s Council on 
Integrity and Efficiency should clearly state that the savings 
reported do not necessarily represent budgetary savings. 
Status: Action completed. 

The President’s Council on lntegriv and Efficiency should 
report separately the budgetary savings that have resulted 
from IG recommendations. 
Status: Recommendation no longer valid/action not intend- 
ed. The Counol has taken the position that, “there are no 
budgetary sawngs from auditor recommendations and 
subsequent actions until Congress adjusts the budget.” 
Since it states that there are no budgetary savings, the 
recommendabon no longer has merit. 

Systems: Developing and Disseminating Audit Standards 

The President’s Council on Integrity and Efficiency should 
report separately and fully explain contract audit results. 
Status: Recommendation no longer valid/action not in- 
tended. The Council does not intend to report contract 
audit results separately. According to a Council offi- 
cial, the majority of the members does not see any 
difference between the results of preaward contract au- 
dits and the results of preaward audits on grants and 
loans. It believes that the calculation of IG impact 
should include preaward contract audits performed by 
DCAA and by individual /G’s, 
The President’s Council on Integrity and Efficiency should 
report actual recoveries (collections and offsets against fu- 
ture awards) in the Designated Agency Followup Officials 
section of its reports. 
Status: Action in process. 

Agency Comments/Action 

In December 1982, the President’s Council on integrity 
and Efficiency issued its fourth Summary Report of In- 
spector General Activities. Based on that report and a 
subsequent discussion with a Council official it imple- 
mented one recommendation and is considering action 
on two others. One of the recommendations is no longer 
valid since the Council has taken the position that none of 
its reported savings are budgetary savings. In June 1983, 
the Council issued its fifth report, but still had not imple- 
mented two of the GAO recommendations. Subsequent 
GAO followups in July and October 1983 revealed that 
the Council was attempting action on one recommenda- 
tion, reporting actual recoveries. In January 1984, the 
Council issued its sixth report, but had still not imple- 
mented the recommendation on reporting actual 
recoveries. In Februaty 1984, a Council official stated that 
the Council was still attempting to take action on this 
recommendation, but lack of accurate data on recoveries 
continued to hamper progress. 
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SMALL BUSINESS ADMlNlSTRATlON 

Small Business Administration Franchise Loans: Risk of Loss Can Be Reduced and Program Effectiveness 
Improved 
(CED-80-47, 4-l 7-80) 

Budget Function: Community and Regional Development: Area and Regional Development (452.0) 
Legislative Authority: Economic Opportunity Act of 1964 (P.L. 88-452). Small Business Act I 15 U S.C. 636(a)). 13 
C.F.R. 120.2. 13 C.F.R. 121. 13 C.F.R. 122.2. 13 C.F.R. 129.1. 

A review was undertaken of the Small Business Adminis- 
tration’s (SBA) franchise loan policies and practices As of 
April 1979, SBA had made or guaranteed about 16,400 
loans totaling about $1 billion to franchise businesses 
However, as of September 1978, the risk of loss by SBA 
on franchise loans was about $548 million. Moreover, 
most of SBA franchise business loans have been made 
under its principal business loan program. The remainder 
have been made under the SBA Economic Opportunity 
Loan (EOL) program. 
Findings/Conclusions: Under the SBA principal business 
loan program, the 7(a) program, to be eligible for a fran- 
chise business loan, a firm must be independently owned 
and operated and meet the small business size standard 
that SBA established for the firm’s industry. The three 
types of loans made under the 7(a) program are guaran- 
teed, immediate participation. and direct loans. Guaran- 
teed loans account for about 64 percent of the loans 
made under the 7(a) program. Furthermore, according to 
SBA procedures, EOL’s are restricted to low-income lndi- 
viduals or persons who, due to social or economic disad- 
vantage, have been denied the opportunity to acquire ade- 
quate business financing through normal leading chan- 
nels on reasonable terms. GAO believes that the SBA 
franchise guidelines are adequate to ensure loan payment. 
However, its practices and procedures were not always fol- 
lowed. Moreover, although SBA provides some Informa- 
tion, counseling, and management assistance to franchise 
borrowers, improvement is needed to ensure loan pay- 
ment. Further, SBA field visits, a necessity in identlfylng 
borrower financial difficulties and determining whether 
management assistance is needed, were not made in ac- 
cordance with operating procedures for 50 percent of the 
loans GAO reviewed. SBA officials attributed this to staff 
shortages. 
Recommendations to Agencies: The Administrator, SBA. 
should require district offices to limit. to the maximum ex- 
tent possible, accepting the weaker types of collateral to 
secure loans, especially inventory and accounts receivable. 

Status: Action completed. 

The Administrator, SBA, should require that district offices 
have independent appraisals made of collateral pledged 
for those loans exceeding a certain amount, for example, 
$150,000. 
Status: Recommendation no longer validiactlon not In- 
tended. SBA disagreed with the requirement of a 
specific dollar amount for appra/sals. An SBA offioal 
stated that SBA requires appraisals on a case-by-case 
basis. The agency does not p/an any further act/on. 
The Administrator, SBA, should require that district of- 
fices, using SBA loan history data, negotiate guarantee 
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rates with banks to reduce the number of loans being 
guaranteed at the maximum 90 percent rate. 
Status: Recommendation no longer valld:actlon not In- 
tended. P. L. 97-35 requires that loans under $100.000 
be guaranteed at 90 percent SBA off/c/a/s stated that 
they have negobated guarantees of less than 90 per- 
cent on larger loans but this IS on a case-by-case 
basis. The agency does not Intend to change Us polxy 
The Administrator, SBA. should require that SBA not 
make or guarantee franchise loans unless It has evidence 
that the franchiser cannot guarantee all or part of SBA dl- 
rect loans or share with SBA guarantees of bank loans 
made to franchisees. In carrying out this recommenda- 
tion, SBA may wish to consider limiting franchlsor partlcl- 
patlon to 3 years, the time within which most small 
businesses that receive SBA-guaranteed loans fail. accord- 
ing to SBA statistics. GAO believes that franchlsors would 
be more receptive to this idea if their partlcipahon IS limit- 
ed to a short period rather than the life of the loan 
Status: Recommendation no longer valld!actlon not In- 
tended. SBA disagreed with this recommendabon /n 
7980 and continues to do so. It contends that franchI- 
SOTS, particularly the large and successful, are not in 
the business of prondmg financial ass/stance to fran- 
chisees. Therefore, SBA does not intend to act on th1.s 
recommendation. 
The Administrator, SBA, should emphasize that the district 
offices make or otherwise obtain credit analysis of all fran- 
chisees, as the Standard Operating Procedures require. 
Status: Action completed. 

The Administrator, SBA, should require district offices to 
obtain and review franchise agreements in all cases to en- 
sure that provisions in the agreements do not make pro- 
spective franchisees ineligible for loans or unduly restrict 
their repayment abilities. 
Status: Action completed. 

The Administrator, SBA, should require district offices to 
obtain for all loans proof of bank refusal to make loans to 
franchisees, including the date, amount and terms re- 
quested, and the reason for refusal. as required by Feder- 

al regulations. Alternative methods of obtaining this infor- 
mation might be to: (I ) revise the loan application to in- 
clude it as part of the required information thereon: or (2) 
develop a new, short form to be submitted with the loan 
application. 
Status: Recommendation no longer valid/action not In- 
tended. SBA stated that the bank certjfred to SBA that 
it will not make the loan wIthout the guarantee, and 
SEA agreed. An SBA off/c/al also stated that he 
doubted that the bank could provjde SBA w/th the data 
the GAO recommended SBA does not p/an any further 



actlon on fh1.s recommendation. 
The Administrator. SBA, should revise SBA regulatrons to 
require that SBA not make or guarantee franchise loans If 
the franchiser can provide assistance to franchisees on 
reasonable terms. 
Status: Recommendation no longer valid/action not In- 
tended. SBA disagreed with th1.s recommendatfon In 
1980 and continues to do so. SBA contends that fran- 
chisors, particularly those that are large and success- 
ful, are not in the busmess of prowding fmancial ass/s- 
tance to franchisees. Therefore. SBA does not plan to 
act on th/s recommendation. 
The Administrator, SBA. should require that the headquar- 
ters office make financial analyses of franchlsors. partlcu- 
larly those whose franchisees have received over 100 
loans, and advlse the district offices of the results for their 
use in obtaining franchiser guarantees of SBA direct loans 
and sharing of bank-loan guarantees with SBA. Also. 
these analyses will help ensure that loans are not made to 
franchisees whose franchisers are not financially sound. 
Status: Action In process 

The Administrator, SBA. should revise SBA Standard Op- 
erating Procedures to define a franchise so that: (1) in- 
consistencies existing In the district offices in reporting 
franchise loans will be eliminated; (2) loan officers will not 
be deprived of informatlon which could result In better 
loan decisions and reduced risk of loss; and (3) chances 
of improper review and analysis of loan appllcatlons will 
be reduced. 
Status: Recommendation no longer valid/action not In- 
tended. The agency does not intend to take act/on be- 
cause it disagrees with the recommendatton. 
The Administrator, SBA, should establish at the headquar- 
ters office an information file on franchise loans. lncludlng 
loan failure rates for each franchiser and the reasons for 
each failure, to: (1) be disseminated to district offices and 
prospective franchise loan applicants for their use in mak- 
ing loan decisions; and (2) help reduce the potential for 
loan losses. 
Status: Action in process. 

Agency Comments/Action 

SBA disagreed with the recommendation to require that 
loan guarantees not be made in cases where the franchl- 
sor can provide financial assistance. SBA also disagreed 
with the recommendation to require independent ap- 
praisals in every case because. according to SBA. banks 
provide realistic appraisals. SBA officials stated that they 
have negotiated guarantee levels less than 90 percent but 
only on a case-by-case basis. SBA contends that its loan 
officers are reviewing franchise agreements and that it has 
emphasized quality lending to its loan officers. It IS also 
collecting information on franchlsors; this informatlon WIII 
be available to the district offices but not to applicants. 
SBA contends that It seeks to obtain the best collateral 
possrble, but it will not turn down an otherwise good loan 
because of soft collateral. SBA does not plan to define a 
franchise in its standard operating procedures. 
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SPIALL BUSIMESS ADMINIST~TION 

SBA’s ?(a) Loan Guarantee Program: An Assessment of Its Role in the financial Market 
(RCED-83-96, 4-25-83) 

Budget Function: Commerce and Housinq Credit: Other Advancement of Commerce (376.0) 
Legislative Authority: Small Business Act715 U.S.C. 636(a)) 

GAO reviewed the role of the Small Business Administra- 
tion’s (SBA) 7(a) Loan Guarantee Program in assisting 
small businesses. 
Findings/Conclusions: GAO sent questionnaires to lenders 
participating in the program to determine what role the SBA 
guarantee plays in their small business lending practices. 
GAO found that the SBA guarantee is an important factor in 
a bank’s decision to lend to new businesses and businesses 
with less equity than usually required. The guarantee in- 
creases a bank’s ability and willingness to make larger loans 
because the guaranteed portion of the loan does not count 

against federally required lending limits. Although banks are 
using the program to make larger loans, only 28 percent of 

those interviewed believe that the guarantee limit should be 
raised. Losses on 7(a) guaranteed loans have been steadily 

increasing. SBA has not collected program demand data 
needed to estimate the impact of the administration’s pro- 
posed budgetary reductions on small businesses’ ability to 
obtain long-term loans. Lenders can sell the guaranteed 
portion of SBA loans to investors in the secondary market 
and thus rapidly recover 90 percent of the funds. Concerns 
over inconsistencies in the way interest payments are calcu- 
lated on SBA guaranteed loans, lack of timely payments, 
and other administrative problems have caused some 
investors to discontinue purchases. 

Recommendations to Congress: The committees should 
propose legislation requiring SBA to accumulate and in- 
tegrate loan demand data into future budget proposals for 
the 7(a) loan program. These data, based on past and fore- 
casted economic conditions, would give the committees a 
better basis for deciding future program authorization levels 
in the context of overall Federal credit policy. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Administrator, SBA, 
should evaluate district office implementation of loan quali- 
ty standards to see whether they are clear and applied con- 
sistently throughout SBA so that individual borrowers, who 
satisfy SBA quality standards, are not denied credit. 
St&us: Action completed. 

The Administrator, SBA, should accumulate data on 7(a) 
loan applications, approvals, and rejections and use these 
data, together with data of forecasted economic activity. to 
project future demand for 7(a) assistance. Activity data on 
application, approvals, and rejections should also be used 
to monitor the consistent application of loan quality stand- 
ards in SBA offices. 
Status: Action completed. 

The Administrator, SBA, should direct the Associate Ad- 
ministrator for Finance and Investment and the Director, 
Office of Secondary Market Operations, to develop pro- 
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cedures to clearly state SBA goals and objectives in pro- 
moting the secondary market. 
Status: Action in process. 

The Administrator, SBA, should develop better procedures 
for keeping records of secondary market transactions, In- 
cluding service fees and prices paid by investors for loans. 
The Admlnlstrator should determine whether improved 
recordkeeping controls should be accomplished more effi- 
ciently by internal changes in SBA procedures or by using 
the services of the fiscal transfer agent for all loans sold in 
the secondary market. 

Status: Action in process. 
The Administrator, SBA, should direct the Associate Ad- 

ministrator for Finance and Investment and the Director, 
Office of Secondary Market Operations, to develop a strate- 
gy for using the secondary market to offer small businesses 
the option of fiied-rate financing. This strategy should ad- 
dress the desirability of actions such as the Minnesota Plan, 
the use of loan pooling, and the advantages and disadvan- 
tages of setting interest rates on futed-rate loans at the hme 
of loan disbursement. 
Status: Action in process. 

The Administrator, SBA, should implement the recommen- 
dation of the Capital Access Committee that would require 
lenders that sell SBA-guaranteed loans to stipulate their 
methods of accruing interest and then continue to remit 
funds on this basis as long as the loan is active. 
Status: Action completed. 

The Administrator, SBA, should determine whether SBA 
has the authority to implement the recommendation of the 
Capital Access Committee which would require the fiscal 
tmSfer agent to remit interest to the investor as calculated 
on a 301360 basis, regardless of the actual interest accrual 
method used by the lender. If SBA has this authority, GAO 
further recommends that the Capital Access Committee’s 
recommendation be implemented. 
Status: Recommendation no longer valid/action not in- 
tended. 
The Administrator, SBA, should request from the fiscal 
transfer agent a formal proposal on how it could function as 
a central paying agent and determine whether this proposal 
or the recommendation of the Capital Access Committee 
that would require lenders to remit principal and interest on 
a timely basis is the more preferable and act accordingly. 
Status: No action initiated. Date action planned not known. 

If the Administrator, SBA. should decide to control servicing 
fees, as recommended by the Capital Access Committee, 
he should take certain steps to ensure that the Committee’s 
intent of lowering borrower interest rates is achieved. 
Status: Action in process. 

The Administrator, SBA, should change the current regula- 
tory policy either by continuing to regulate interest rates 



through a national ceiling but with different benchmarks for 
fixed variable rate loans or by eliminating the national max- 
imum allowable interest rate and relying on procedures and 
guidance to field offices for determining the reasonableness 
of interest rates in their local areas. 
Status: Action in process. 
The Administrator, SBA, should use a long-term instru- 
ment, such as Treasury notes and bonds, of comparable 
maturity for fixed-rate loans, if SBA continues to use a max- 
imum allowable rate. 
Status: Recommendation no longer valid/action not in- 
tended. 
The Administrator, SBA, should consult with representatives 
from the banking industry to determine how a change in 
the benchmark would affect their lending practices ‘and 
their required margin. 
Status: Recommendation no longer valid/action not in- 
tended. 

The Administrator, SBA, should emphasize to field oftices 
the importance of adhering to existing standard operating 
procedures. 
Status: Action in process. 
The Administrator, SEA, should provide additional guid- 
ance in detailing what should be done when proposed rates 
on loan applications exceed local prevailing rates. 
Status: Action in process. 
The Administrator, SBA, should monitor interest rate trends 
on approved and declined loans to determine how the elim- 
ination of a national ceiling affects interest rates charged on 
SBA loans. 
Status: Action in process. 

Agency Comments/Action 

SBA has issued a memorandum to its 10 Regional Ad- 
ministrators, advising them to evaluate implementation of 
the new loan quality standards by the field offices. This 
action is consistent with a recommendation in the report. 
SBA fully concurs with the need to develop goals and ob- 
jectives for the secondary market in its guaranteed loans 
and the need for improving recordkeeping on secondary 
market sales. It said that it is initiating action on these 
recommendations and plans to complete them by the 
end of 1984. SBA is still considering the recommenda- 
tions for improving the operations of the fiscal transfer 
agent that handles secondary market transactions. It stat- 
ed that it has initiated a pilot test to determine the feasibil- 
ity of eliminating the interest rate ceiling on its guaranteed 
loans, which should be completed by June 1984. The 
SBA plans no action on the Capital Access Committee 
recommendation because of its policy to limit regulation 
of the market wherever possible. 
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SMALL BUSINESS ADMINlSTRATION 

SBA’s Certified Lenders Program falls Short of Expectations 
(RCED-83-99, 6-7-83) 

Budget Function: Communitv and Regional Development: Community Development (451 .O) 
Legislative Authority: P.L. 96-302. - 

GAO evaluated the effectiveness of the Small Business Ad- 
ministration’s (SBA) efforts to streamline its loan delivery 
system by involving private lenders in the credit check proc- 
ess through the Certified Lenders Program (CLP). GAO also 
commented on whether SBA experience under the CLP 
warranted ‘further delegation of authority to lenders under 
the Preferred Lenders Program (PLP). 
Findings/Conclusions: GAO stated that SBA is not achiev- 
ing CLP goals to speed up the credit decision process. GAO 
found that: (1) lenders often submitted incomplete loan ap- 
plication packages that contributed to substantial process- 
ing delays; (2) lenders frequently prepared inaccurate or un- 
reliable credit analyses, forcing SBA to perform its own 
analyses: (3) when SBA made faster decisions on CLP ap- 
plications, it was primarily due to priority processing rather 
than a reduced involvement on its part or better use of 
lender expertise; and (4) SBA had not realized any material 
resource savings as a result of the CLP. GAO concluded 
that, unless CLP achievements are significantly increased 
and become more effective, further consideration of the 
PLP would be wasteful. 
Recommendations to Agencies: The Administrator, SBA, 
should terminate the CLP as it presently exists because par- 
ticipating lenders have not merited the priority processing 
afforded them due to incomplete submissions and inade- 
quate credit analysis. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency disagreed with the recommendations 
and does not mtend to terminate the CLP. 
SBA should direct its loan specialists to retain responsibility 
for performing thorough credit analysis, verifying all ele- 
ments of a lender’s analysis to ensure that loan applications 
meet SBA loan quality standards. 
Status: Recommendation no longer valid/action not intend- 
ed. SBA disagreed with the recommendation stating that 
this action is inconsistent with SBA efforts to delegate 
more loan processing activity to lenders. 
The Administrator, SBA, should develop a modified pro- 

gram to provide expedited loan processing to all SBA 

lenders who merit it through adherence to application pack- 
aging requirements. As part of this modified program, SBA 

should: (1) develop lender guidance in the form of a com- 
prehensive checklist that will facilitate the assembly of com- 
plete and well analyzed loan packages by all lenders: and 
(2) apply preliminary screening procedures to all applica- 
tions that would identify loan packages that are complete 
enough to qualify for expedited processing by SBA. 

Status: Recommendation no longer valid/action not in- 

tended. SBA does not intend to expand the CLP con- 
cept to a// lenders who merit expedited loan process- 
ing. 
The Administrator, SBA, should terminate further con- 
sideration of the PLP. Recognizing, however, that SBA is 
conducting a limited pilot test of the program, SBA should 
monitor and evaluate the following aspects of the program 
before considering further expansion: (1) the quality of 
lender credit analyses when compared with SBA standards 
and requirements; and (2) the completeness of loan appli- 
cation packages. 
Status: Action in process. 

SBA in its assessment of benefits, should compare any per- 
sonnel time savings it expects from an expanded PLP 
against any additional efforts required in training lenders 
and monitoring their performance. 
Status: Action in process. 

SBA should not give any further consideration to the Pre- 
ferred Lenders Pilot Program unless compelling evidence 
surfaces that the program would be viable on an expanded 
basis and the problems identified in this report can be 
resolved. 
Status: Action in process. 

Agency Comments/Action 

SBA disagreed with the overall conclusrons and recom- 
mendations. It stated its overall policy to delegate loan 
responsibilities to lenders and believes that the CLP and 

PLP were successfully carrying out this policy. SBA also 
rejterated its intention to fully monitor and evaluate the PLP 

pilot program before expanding it nationwide. 
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TENNESSEE VALLEY AUTHORITY 

TVA’s Computer Needs Are Valid and ADP Management Is /mproving 
(AFMD-82-24, 6-9-82) 

Budget Function: Automatic Data Processing (990.1) 

In response to a congressional request, GAO reviewed the 
Tennessee Valley Authority’s (TVA) efforts in the area of 
computer acquisition planning and requirements analysis 
and validation, specifically with regard to ongoing general 
purpose equipment procurement and proposed acquisition 
of scientific processing support and minicomputers. 
Findings/Conclusions: Overall, GAO found that TVA had 
made substantial progress toward achieving improved 
management of its automatic data processing resources: 
however, some problems still remained. TVA still needs to 
complete its cost accounting and reporting system and ap- 
plication inventory system and to provide for a direct rela- 
tionship between corporate business planning activities. 
Recommendations to Agencies: TVA should incorporate the 
workload validation discipline in its information systems 
planning process and formally integrate its information sys- 
tems planning into its business planning. 
Status: Action completed. 
TVA should develop and maintain an inventory of its appli- 
cation software. The effective performance of information 
systems planning requires the full appreciation of all re- 
sources used. 
Status: Action in process. 

TVA should emphasize the systematic management control 
of its automatic data processing resources by implement- 
ing and enforcing a formalized systems development meth- 
odology. Procedures should specify the management level 
at which reviews and approvals are required, based on 
clearly defined thresholds of cost, schedule, and scope. 
Status: Action in process. 

TVA should develop a policy that will balance the opportuni- 
ties for using low cost computers with the need for main- 
taining control of them. 
St~fus: Action in process. 

Agency Comments/Action 

TVA agreed with all the GAO recommendations and took 
action to implement them. As for the first recommenda- 
tion, TVA issued an ADP policy directive requiring needed 
action. With respect to the second recommendation, TVA 
is currently developing an ADP Applications Inventory Sys- 
tern. TVA issued a draft regulation concerning recommen- 
dation three and will formalize it after comments have 
been received and considered. TVA is also in the process 
of developing a policy directive which will address the is- 
sues associated with the final recommendation. 
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TENNESSEE VALLEY AUTHORITY 

Triennial Assessment of TVA, FY’s 7980-7982 
(WED-83-123, 4-15-83) 

Budget Function: Energy: Energy Supply (27 1 .O) 
Legislative Authority: Government Corporation Control Act (31 USC. 9105; 31 U.S.C. 9106). Tennessee Valley Authority 
Act of 1933 (16 USC. 831 h). Inspector General Act of 1978. 

GAO reported on its work at the Tennessee Valley Authority 
(TVA) during fiscal years 1980 through 1982 and evaluated 
TVA compliance with prior GAO recommendations. 
Findings/Conclusions: GAO found that TVA implemented 
several rate increases during this period due primarily to the 
financing of its construction program. Although TVA had 
planned to build 14 nuclear generating units to meet pro- 
jected electricity needs, consumption actually declined and 
only two of these units are currently operational. GAO had 

initiated several reports on the way TVA projects future 
demand for electricity and made recommendations for im- 

proving the process. GAO found that, despite the high cost 
of coal and nuclear fuel, TVA has taken actions which have 
saved or avoided costs totaling over $770 million. GAO be- 
lieves that congressional oversight authority over TVA 
power program operations needs to be strengthened, and it 
provided optional oversight methods whish do not require 
congressional legislation. GAO found that recent TVA ac- 
tions have satisfactorily implemented prior GAO recom- 
mendations to increase internal audits as a viable option to 
the establishment of an inspector general. Finally, GAO not- 
ed that administration cutbacks in funding research and de- 
velopment projects have adversely affected the ability of 
TVA to demonstrate the commercial feasibility of several 
emerging technologies. 
Recommendations to Congress: If Congress wants to main- 
tain its historical periodic oversight every 4 to 7 years of 

raising the TVA debt ceiling, it will need to reduce the 
current borrowing authority. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Board of Directors of 
TVA should take necessary actions to. (1) ensure that the 
procedures and controls for safeguarding tagged equip- 
ment and materials be brought under proper management 
controls; and (2) ensure the completion and issuance of 
agencywide procedures and guidelines to be used in decid- 

ing whether the design and construction should be done 
in-house 0; by private contractors along the lines GAO sug- 

gested in its March 15, 1982, report. 
Status: Action in process. 

Agency Comments/Action 

All tagged equipment and materials maintained by the Of- 
fice of Power (OP) will be inventoried by the close of fiscal 
year 1983. OP will soon issue revised procedures for small 
tools and tagged equipment. The Office of Audit and Evalu- 
ation is closely monitoring these actions. Each construction 
office has developed its own procedure to implement a 
Board-approved policy. TVA has an ongoing review of the 
implementation of the Board’s policy which may show the 
need for an agencywide procedure in order to achieve an 
acceptable level of uniformity in its application. 
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UNITEDSTATES 
ARMSCONTROLANDDISARMAMENTAGENCY 

Need To hnprove Management of ACLU’s Automatic Data Processing and Operations Analysis functions 
[NSIAD-83-66, g-30-83) 

Budget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: OMB Circular A-121. OMB Circular A-71. 

In response to a congressional request, GAO examined the 
management of computer-based support functions at the 
Arms Control and Disarmament Agency (ACDA). 
Findings/Conclusions: GAO found that, at the end of fiscal 
year (FY) 1982, ACDA abolished its Office of Operations 
Analysis (OA), transferred its analysts to other parts of 
ACDA and gave them new titles, canceled its contract for a 
DEC-20 computer, and kept its small Wang computer and 
purchased timesharing services from other agencies. ACDA 
stated that OA was abolished, in part, to help cope with a FY 
1983 budget reduction and claimed that over $1.3 million 

was saved in FY 1983 by relocating the facility. However, 
GAO estimated that only about $683,000 in savings can 
properly be attributed to ACDA actions regarding OA and 
computer support. GAO found that, currently, ACDA does 
not adequately plan for or evaluate the use of automatic 
data processing (ADP) systems. Moreover, ACDA is not 
complying with Office of Management and Budget (OMB) 
guidance on computer security, although GAO is unaware 
of any loss of data. Within ACDA there is disagreement con- 
cerning the adequacy of operations analysis capabilities to 
meet future needs. Further, ACDA has limited access to De- 
partment of Defense operations analysis resources. 

Recommendations to Agencies: The Director, ACDA, 
should develop a comprehensive ADP planning process, 

which requires top management involvement, well support- 
ed justification of stated needs, and periodic feedback from 
users. 
Status: Action in process. 

The Director, ACDA, should implement an ADP cost ac- 
counting system which complies with OMB Circular A- 12 1. 
Status: Action in process. 

The Director, ACDA, should establish a computer security 
program which complies with Transmittal Memorandum 
Number 1 to OMB Circular A-7 1. 
Status: Action in process. 

The Director, ACDA, should periodically assess ACDA 
operations analysis needs and capabilities, and determine 
what adjustments in allocated resources, organizational 
structures, and access to other agencies’ resources are re- 
quired to best meet identified needs. 
Status: Action in process. 

Agency Comments/Action 

The ACDA Director has stated that he has initiated several 
reviews designed to improve the administration of ADP 
planning at ACDA. These include reviews of ADP planning 
procedures, computer security, operations analysis needs, 
and the Paperwork Reduction Act. 
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UNITED STATES 
ARMS CONTROL AND DIS ARMAMENT AGENCY 

AICDKs Coordination of Federal Arms Control Research and Management of Its External Research Program 
Still Need improvement 
(PISIAD-83-67, g-30-83) 

Budget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Arms Control and Disarmament Act (22 U.S.C. 2551 et seq.). Executive Order 11044. 

In response to a congressional request, GAO reviewed the 
Arms Control and Disarmament Agency’s (ACDA) perform- 
ance of its research responsibilities. 
Findings/Conclusions: GAO found that ACDA: (1) needs to 
improve the operation of its external research program; (2) 
needs to fulfill its responsibilities for coordinating ail Federal 
arms control and disarmament research or seek relief from 
them; and (3) is not meeting its legislated responsibilities 
for planning a program of arms control research, advising 
other agencies on their research roles, maintaining a con- 
tinuing inventory of Federal activities related to research, or 
submitting periodic schedules of activities to the Office of 
Management and Budget. 
Recommendations to Agencies: The Director, ACDA, 
should: (1) establish criteria for developing and selecting 
proposed research projects; (2) require project officers to 
more comprehensively identi+ research related to pro- 
posed projects; (3) direct that contractor evaluations be 
properly completed and used; and (4) establish a system to 
determine the actual use made of ACDA research products. 
Status: Action in process. 

The Director, ACDA, should address the difficulties it has in 
meeting its Government-wide coordination responsibilities 
by: (1) defining the scope of arms control research con- 
ducted by or for the Federal Government; (2) estimating the 
resources needed for effective coordination; and (3) deter- 
mining whether ACDA will fulfill its Federal coordination 
role or seek relief from the requirements. 
Status: Action in process. 

Agency Comments/Action 

The ACDA Director has stated that he has initiated two re- 
views designed to improve the ACDA external research pro- 
gram. The first covers existing external research planning 
and procedures. The second deals with steps, working with 
other agencies, to determine how coordination of Federal 
arms control research can be effectively pursued. These 
reviews will include outside evaluations. He indicated that, 
once the reports were available, the appropriate changes 
would be implemented. 



UNITEDSTATES 
ARMSCONTROLANDDIS-ENTAGENCY 

Need for internal Control Improvements at ACDA, Including Adequate Internal Audit Coverage 
(NSIAD-83-68, 9-30-83) 

8udget Function: International Affairs: Conduct of Foreign Affairs (153.0) 
Legislative Authority: Federal Managers’ Financial Integrity Act of 1982 (31 USC. 3512). Arms Control and Disarmament 
Act Amendments of 1977 (22 USC. 2577(a)( 1)). Executive Order 11044. Executive Order 12356. OMB Circular A-71. 
OMB Circular A-73. OMB Circular A- 123. 

GAO reviewed internal controls and audit coverage at the 
Arms Control and Disarmament Agency (ACDA), focusing 
on its compliance with legislative and administrative direc- 
tives. 
FlndlngslConclusions: GAO found that ACDA has only re- 
cently begun to implement key internal control require- 
ments set forth in OMB Circular A-123. GAO also found 
that ACDA has no internal audit staff and that its internal au- 
dit coverage does not meet the requirements for 
expanded-scope auditing set forth in OMB Circular A-73. In 
addition, GAO found that ACDA has not comprehensively 
analyzed its authorizing legislation to determine whether it is 
meeting required mandates. Finally, GAO found that ACDA 
has not complied with reporting requirements under the 
Arms Control and Disarmament Act concerning the verifia- 
bility of arms control proposals. 

Recommendations to Agencies: The Director, ACDA, 
should establish an internal control system which is in ac- 
cordance with legislative requirements and administrative 
directives. 
Status: Action in process. 
The Director, ACDA, should establish internal audit cover- 
age in accordance with the requirements of 3 1 U.S.C. 35 12 
and of OMB A-73, “Audit of Federal Operations and Pro- 
grams.” 
Status: Action in process. 
The Director, ACDA, should correct the matters discussed 

in this report related to updating the ACDA Manual and In- 
structions. 
Status: Action in process. 
The Director, ACDA, should correct the matters discussed 
in this report related to resolving the differences in assigned 
versus performed verification duties. 
Status: Action in process. 
The Director, ACDA, should correct the matters discussed 
in this report related to assessing all of the ACDA legislative 
authorities. 
Status: Action in process. 
The Director, ACDA, should correct the matters discussed 
in this report related to preparing reports specified by Sec- 
tion 37(a)( 1) of the Arms Control and Disarmament Act. 
Status: Action in process. 

Agency Comments/Action 

ACDA said that it has reviewed the report and that it is seri- 
ously considering the recommendations. Specifically, 
ACDA said that it has entered into an agreement with the 
General Services Administration (GSA) under which GSA 
will provide expanded audit coverage. A detailed audit plan 
is being prepared jointly by ACDA and GSA. Additional work 
is being conducted, assisted by outside experts, to ensure 
that internal control systems will be extablished as required 
by legislation and administrative directives. Reviews are also 
being conducted on the other GAO recommendations. 
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UNITED STATES INTERNATIONAL 
DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

Ckang@s Weded To Forge an Effective Relationship Between AID and Voluntary Agencies 
(10-82-25, 5-27-82) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (151 .O) 
Legislative Authority: International Development and Food Assrstance Act of 1977. Foreign Assistance Act of 1973. Inter- 
national Security and Development Cooperation Act of 1980 (P.L. 96-533; 95 Stat. 313 1). International Security and Devel- 
opment Cooperation Act of 1981 (P.L. 97-113; 95 Stat. 1519). P.L. 83-480. 

Congress has repeatedly expressed concern over the Agen- 
cy for International Development’s (AID) implementation of 
congressional policy to expand cooperation with Private 
and Voluntary Organizations (PVO’s). GAO undertook a re- 
view of the role of PVO’s in the development of international 
assistance programs, focusing on: (1) the function and ef- 
fectiveness of PVO’s; (2) what the proper structure of the re- 
lations between PVO’s and AID should be; and (3) how 
much emphasis should be placed on PVO’s. 
Findings/Conclusions: PVO strategy emphasizes the 
strengthening of local organizations, such as church, pri- 
vate, and government institutions operating at the village or 
regional level. PVO’s are distinctive from AID in the level and 
scale on which they operate; that is, they undertake small 
projects at the local level while AID generally works through 
national or regional governments on considerably larger 
projects. The dual approach of AID funding to PVO pro- 
grams consists primarily of grants from the overseas mis- 
sions responsible for administering the AID programs in in- 
dividual developing countries and grants from the 
Washington-based bureau responsible for coordinating re- 
lations with PVO‘s. However, procedures for mission fund- 
ing of PVO programs should be simplified. and criteria for 
awarding Washington-funded grants should be defined. 
Further, information on grant awards and performance on 
grants needs to be disseminated to program managers. 
GAO believes that. for PVO’s to gain the freedom to focus 
on the small, locally based projects of developing areas, 
without an undermining influence from the broader goals of 
AID, efforts should be made to grant them a greater rnde- 
pendence from AID supervision. 
Recommendations to Agencies: The Administrator of AID 
should direct that Bureau for Food for Peace and Voluntary 
Assistance information and mission experience be used to 
evaluate PVO implementation skiils during the project ap- 
proval process. 
Status: Action in process. 

The Administrator of AID should direct AID missions to for- 
mally consult with knowledgeable PVO officials in-country 

about development needs and local conditions in prepara- 
tion of the country development strategy statement. 
Status: Action completed. 

The Administrator of AID should increase the use of co-fi- 
nancing as a method of mission funding for PVO projects. 
Status: Action completed. 

The Administrator of AID should define specific criteria for 
determining PVO track records and lrmit matching grants to 
PVO’s with demonstrated development programs. 
Status: Action completed. 

The Administrator of AID should improve the information 
that missions receive about Bureau for Food for Peace and 
Voluntary Assistance grants, so that the missions can be 
better prepared to answer inquiries about such grants. 
Status: Action completed. 

The Administrator of AID should assess, in cooperation with 
PVO’s, the effectiveness of the Advisory Committee on 
Voluntary Foreign Aid prior to fiscal year 1984. 
Status: Recommendation no longer valid/action not intend- 
ed. The agency has not assessed the comm/ttee’s effec- 
tiveness and has no plans to do so. However, the agency 
has taken actions aimed at improving committee effec- 
tiveness such as expanding committee membershIp, re- 
structuring subcommittees to a/low for more substantive 
work, and strengthening coordination with the agency. 
The Administrator of AID should clarify the objectives 
behind support to PVO and the role of U.S. and indigenous 
PVO’s in meeting these objectives. 
Status: Action completed. 

The Administrator of AID should give priority to PVO’s pro- 
grams in which the PVO’s matches AID contributions. 
Status: Action completed. 

Agency Comments/Action 

AID has initiated action on seven of the eight recommenda- 
tions as part of the internal policy review it has gone 
through over the past several months. 
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UNITEDSTATESINTERNATIONAL 
DEVELOPMENTCOOPERATIONAGENCY 

OVERSEAS PRIVATE INVESTMENT CORPORATION 

Examination of Fiscal Year 1987 Overseas Private Investment Corporation Financial Statements and Related Is- 
sues 
(10-82-33, 8- 16-82) 

Budget Function: International Affairs: International Financial Programs ( 155.0) 
Legislative Authority: Government Corporation Control Act (31 U.S.C. 84 1 et seq.). Foreign Assistance Act of 1969 (P.L. 
91-175). Foreign Assistance Act of 1961. Overseas Private Investment Corporation Amendments Act of 198 I (P.L. 97-65). 
Overseas Private Investment Corporation Amendments Act of 1974. Civil Service Reform Act of 1978. H. Rept. 97-195. 

GAO examined the Overseas Private Investment Corpora- 
tion’s (OPIC) fiscal year 1981 financial statements. 
Findings/Conclusions: GAO found that the statements dis- 
closed no exception, weakness of internal control. or depar- 
ture from law and regulation having a material impact on its 
financial position at September 30. 1981, and its operating 
results for the year then ended. However, the report also 
noted that: (1) although OPIC is experiencing significant 
losses on its loans, its insurance and guaranty reserves ap- 
pear to be adequate to cover existing commitments; (2) 
OPIC did not fully disclose the effects of delinquent project 
financing in its statement: and (3) tighter control and moni- 
toring of OPIC administrative expenditures are needed. 
Recommendations to Agencies: The President of OPIC 
should require that future years’ financial statements dls- 
close the outstanding balance of delinquent, nonearning 
assets held for investment and the related amounts of prin- 
cipal and interest that are due from them. 
Status: Action in process. 

The President of OPIC should require that future years’ fi- 
nancial statements show all net gains or losses realized 
from Direct Investment Fund (DIF) lending activity. 
Status: Recommendation no longer valid/action not mtend- 
ed. The recommendation is based on an interpretation of 
congressional intent that DIF be charged with admInis- 
trative costs and credited with interest income. Provi- 
sions of the OPlC Amendments Act of 1981 nu///fy this In- 
terpretatlon and make the recommendat/on no longer 
valid. 

The President of OPIC. to preclude a possible misunder- 
standing of how Congress intended additional authorized 
resources to be made available for DIF lending, should seek 
clarification from Congress regarding how the funds are to 
be transferred to the DIF. 
Status: Action in process. 

The President of OPIC, to enable a determination on wheth- 
er OPIC is adhering to the congressional spending limita- 
tion on entertamment. should obtain clarification from 
Congress regarding what costs constitute entertainment 
versus business meeting expenses and thus are chargeable 
to the limited annual entertainment allowance. 
Status: Action in process. 

The President of OPIC should require operating policies 
having significant financial or internal control implications 
to be in writing and subject to review by the Board of Direc- 
tors and independent auditors. 
Status: Action in process. 

The President of OPIC should request the Agency for Inter- 
natlonal Development Inspector General to monitor OPIC 
financial and management polrcies and controls, and to 
conduct such reviews or inspections of administrative ex- 
penditures as often as he deems necessary, though not less 
frequently than once every 3 years. 
Status: Recommendation no longer validiactlon not rntend- 
ed. GAO continues to stress the need for improved OPIC 
internal review and oversIght of admlnistratabve practices 
but believes that recent management actIons to tIghten 
controls, cost/benefit considerations, and congress/anal 
concern over possible dupllcabon of audit effort combine 
to render th1.s recommendation no longer effective. 

Agency Comments/Action 

OPIC disagreed with most of the report recommendations 
but did take some steps to improve financial statement dis- 
closure and administrative control. In all instances where It 
did not agree with the recommendations, OPIC provided 
reasonable justification for not doing so. Actions are either 
completed or in process on four of the recommendations. 
the other two recommendations are no longer considered 
to be valid and have been withdrawn. 
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UNITEDSTATESINTERNATIONAL 
DEVELOPMENTCOOPERATIONAGENCY 

AGENCY FOR iNTERNATiONAL DEVELOPMENT 

Lessons Learned from AID’s Private Sector Development Efforts in Egypt 
(D-83-18, 2-28-83) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (151 .O) 
Legislative Authority: Foreign Assistance Act of 1961. International Security Assistance Act of 1977. 

GAO reported on the progress which the Agency for Inter- 
national Development (AID) has made in assisting the Gov- 
ernment of Egypt to develop its private sector. 
FlndlngslConclusions: GAO found that the development of 
a private-sector development strategy has been slow and 
difficult, with AID and Egyptian Government limitations 
impeding progress. The Egyptian business climate does 
not favor the private sector, and Egypt has not clearly de- 
fined the role which the private sector should play in its eco- 
nomic development. GAO found that AID had not long 
been involved directly with industrial private-sector develop- 
ment when it began to design a program for Egypt. The AID 
mission did not actively involve the Egyptian Government in 
developing its strategy, and it has viewed the program to 
date as a learning period and plans to refine its strategy and 
develop projects to better respond to Egypt’s needs in the 
future. Because of implementation problems, GAO stated 
that it is doubtful some projects will achieve their objectives. 
Financial assistance provided has thus far benefited a rela- 
tively small group, primarily larger, financially well-estab- 
lished firms located in the Cairo/Alexandria metropolitan 
areas. Financial assistance has not been targeted toward 
small-scale enterprises which comprise the majorib of E- 
gyptian private enterprises. GAO believes that AID could 
apply some of the lessons learned in Egypt to other coun- 
tries. 
Recommendations to Agencies: The Administrator of AID 
should direct the mission to actively involve the Egyptian 
Government in developing, refining, and revising its pri- 
vate-sector development strategy to ensure that it is con- 
sistent with Egyptian Government priorities and goals. 
Status: Action completed. 
The Administrator of AID should direct the mission to as- 
sess future information needs and, in conjunction with E- 
gyptian officials, develop a plan to address these needs. 
Status: Recommendation no longer valid/action not intend- 
ed. AID stated that given the changing, fluid situation dt is 
addressing, it believes that the present information base 
is reasonably sufficient for planning purposes. AID stat- 
ed that it believes that thorough consideration and 

comprehension of the considerable information and data 
base that presently exists in Egypt is necessary before 
undertaking new, comprehensive studies. 
The Administrator of AID should explore the mechanisms 
to mitigate the negative effects of AID procurement regula- 
tions on private-sector credit projects. 
Status: Action in process. 

The Administrator of AID should direct the mission to con- 
sider folding the Private Investment Encouragement Fund 
into the proposed Production Credit II project if it is ap- 
proved; if not, consider terminating the Private Investment 
Encouragement Fund project and seeking an alternative 
means for delivering term-credit assistance. 
Status: Action in process. 
The Administrator of AID should direct the misslon to close- 
ly monitor the Private Sector Feasibility Studies project and 
terminate it if the project becomes inactive again. 
Status: Action completed. 

Agency Comments/Action 

AID stated that its earlier comments on the draft report 
remain valid as the final report incorporates changes and 
acknowledges its comments. However, this does not imply 
that AID agrees 100 percent with the content of the GAO 
presentation; AID could not thoroughly investigate the in- 
tracacies of individual projects or events that have had a 
major impact on the development of the AID private sec- 
tor program in Egypt. AID also felt that more emphasis 
should have been placed on the political predetermination 
of the size of its program in Egypt a bias which limits the 
mission’s ability to effect change in Egypt’s economic pol- 
icies that are disincentives to private-sector growth and 
development in Egypt. AID has acted on the recommen- 
dation to increase Egypt’s involvement in formulating pro- 
gram strategy, but has not acted on the other recommen- 
dations. AID has deobligated $20 million of the PIE Fund 
and left $10 million in the Fund to see if the Egyptians 
can utilize it. 
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House Gommittees Congressional Index 

Improvements Needed in the District’s 
General Public Assistance Program 
(GGD-83-13) 308 

Improving COBOL Application Can 
Recover Significant Computer Re- 
sources 
(AFMD-82-4) 

Social Security’s Field Office Manage- 
ment Can Be Improved and Millions 
Can Be Saved Annually Through In- 
creased Productivity 
(HRD-82-47) 

Potential Problem With Federal Tax 
System Postemployment Conflicts of 
Interest Can Be Prevented 
(GGD-81-87) 

Revitalizing Distressed Areas Through 
Enterprise Zones: Many Uncertain- 
ties Exist 
(CED-82-78) 

78 
171 

9 
Improving Medicaid Cash Manage- 

ment Wii Reduce Federal Interest 
costs 
(HRD-81-94) 

Solving Social Security Computer 
Problems: Comprehensive Correc- 
tive Action Plan and Better Manage- 
ment Needed 
(HRD-82-19) 

50 

167 

155 

Improving Medicare and Medicaid 
Systems To Control Payments for 
Unnecessary Physicians’ Services 
(HRD-83-16) 

Streamlining Legal Review of Criminal 
Tax Cases Would Strengthen En- 
forcement of Federal Tax Laws 
(GGD-81-25) 77 

186 

Inconsistencies in Administration of 
the Criminal Justice Act 
(GGD-83-18) 

Courts, CM Llbertios, and the Admlnistre- 
tlon of Justice Subcommittee 
Community-Based Correctional Pro- 

grams Could Be More Extensively 
Used Within the Federal Cnminal 
Justice System 
(GGD-82-69) 207 

366 

Stronger Federal Efforts Needed for 
Providing Employment Opportuni- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD-81-99) 21 

Indian Health Service Not Yet Distri- 
buting Funds Equitably Among 
Tribes 
(HRD-82-54) 

The Davis-Bacon Act Should Be Re- 
pealed 
(HRD-79-18) 

Federal Parole Practices: Better Man- 
agement and Legislative Changes 
Are Needed 
(GGD-82-1) 16 

177 1 

Interior’s Program To Review With- 
drawn Federal Lands 
(RCED-83-26) 

The District of Columbia Can Pay 
More Vendors on Tie 
(GGD-83-38) 

Improved Prison Work Programs Will 
Benefit Correctional Institutions and 
Inmates 
(GGD-8237) 206 

89 310 
Job Corps Should Stop Using Prohibit- 

ed Contracting Practices and Recov- 
er Improper Fee Payments 
(HRD-82-93) 220 

Legislative Changes Are Needed To 
Handle Certain Cases Under the 
Federal Youth Corrections Act 
(GGD-83~40) 

The Social Security Administration’s 
Management of Personal Property 
at Headquarters Needs Improve- 
ment 
(HRD-83-50) 

Inconsistencies in Administration of 
the Criminal Justice Act 
(GGD-83-18) 366 

193 

Potential Benefits of Federal Magis- 
trates System Can Be Better Real- 
ized 
(GGD-83-46) 368 

211 

Unrealistic Use of Loans To Support 
Foreign Militaty Sales 
(10-83-5) 57 

Legislative and Administrative 
ChangeiT Improve Verification of 
Welfare Recipients’ Income Could 
Save Millions 
(HRD-82-9) 41 

Medicare Payments for Durable Medi- 
cal Equipment Are Higher Than 
Necessary 
(HRD-82-61) 

Water Sales Contracts From Missouri 
River Reservoirs Need To Require 
Reimbursement for Operation and 
Maintenance Expenses 
(CED-82~123) 

The Bureau of Prisons Can Take Cer- 
tain Actions To Make Sure Its 
Correctional Training Is Both Rele- 
vant and Cost Effective 
(GGD-82-75) 208 

31 

Millions Could Be Saved by Improving 
Integrity of the Food Stamp Pro- 
gram’s Authorization-To-Participate 
System 
(CED-82-34) 

Weak Internal Controls Make the De- 
partment of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud, Waste, and Abuse 
(A FMD-81-46) 

The Legal Services Corporation Board 
of Directors’ Compensation and Ex- 
penses and the New President’s Em- 
ployment Contract 
(HRD-83-69) 369 

178 

216 

What IRS Can Do To Collect More 
Delinquent Taxes 
(GGD-82-4) 

U.S. Marshals Can Serve Civil Process 
and Transport Prisoners More Effi- 
ciently 
(GGD-82-8) 84 

112 260 

Oil and Gas Royalty Collections-- 
Longstanding Problems Costing Mil- 
lions 
(AFMD-82-6) 233 

With Better Management Information, 
IRS Could Further Improve Its Ef- 
forts Against Abusive Tax Shelters 
(GGD-83-63) 275 

Outlook for Achieving Fiscal Year 
1983 Offshore Revenue Estimate: 
Possible but Not Likely 
(EMD-82-83) 

Crime SubcommIttee 
Better Care and Disposal of Seized 

Cars, Boats, and Planes Should Save 
Money and Benefit Law Enforce- 
ment 
(PLRD-83-94) 80 

93 
Panama Canal Commission Procure- 

ment and Contracting 
(NSIA D-83-l) 

Stronger Crackdown Needed on Clan- 
destine Laboratories Manufacturing 
Dangerous Drugs 
(GGD-82-6) 202 

389 

House Committee on the Judiciary 
Changes Needed in Witness Security 

Program 
(GGD-83-25) 

Prisoners Receiving Social Security 
and Other Federal Retirement, Dis- 
ability, and Education Benefits 
(HRD-82-43) 

Federal Drug Interdiction Efforts 
Need Strong Central Oversight 
(GGD-83~52) 

212 

73 
~nopoliw and Commercial Law Subcam- 

mitt& 

66 

Proposed National Technical Informa- 
tion Service Revolving Fund 
(RCED-83-218) 133 

Greater OversIght and Uniformity 
Needed in U.S. Attorneys’ Prosecu- 
tive Policies 
(GGD-83-11) 

Leaislative Chanae Needed To Enable 

Public Rangeland Improvement: A 
Slow, Costly Process in Need of Al- 
ternate Funding 
(RCED-83-23) 

ikS To Assess Taxes Voluntarily 
Reported by Taxpayers in Bank- 
ruptcy 
(GGD-83-47) 274 

241 

International Assistance to Refugees 
in Africa Can Be Improved 
(10-83-2) 

Social Security Needs To Better Plan, 
Develop, and Implement Its Major 
ADP Systems Redesign Projects 
(HRD-81-47) 152 

Legislative Changes Are Needed To 
Handle Certain Cases Under the 
Federal Youth Corrections Act 
(GGD-83-40) 

209 

66 

211 

House Select Committee on Aging 
Continuing Financial Management 

Problems at the Equal Employment 
Opportunity Commission 
(AFMD-82-72) 325 
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UNITED STATES INTERNATIONAL 
DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

irrigation Assistance to Developing Countries Should Require Stronger Commitments to Operation and Mainte- 
nance 
(NSIAD-83-31, 8-29-83) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (151.0) 
Legislative Authority: Foreign Assistance Act of 1974. P.L. 80-480. 

GAO reviewed the operation and maintenance of 
US.-financed irrigation systems in Indonesia, Sri Lanka, 
and Thailand to determine how the Agency for International 
Development (AID) can: (1) improve operation and mainte- 
nance practices of developing countries and extend the ec- 
onomic life of the irrigation systems; and (2) design irriga- 
tion systems that adequately consider operation and main- 
tenance requirements. 
FlndingsEonclusions: GAO found that donors have 
demonstrated their concern with developing country food 
problems by investing in irrigation systems and other facili- 
ties. At the same time, they have not given sufficient atten- 
tion to the complementary institutional and financial costs 
of operating and maintaining the facilities. Donors have as- 
sumed that recipient countries would provide recurrent 
budget support to effectively operate and maintain projects, 
but this has not happened. AID has prepared a policy on re- 
current cost financing, but the World Bank and Asian Devel- 
opment Bank have not. GAO believes that institutional as 
well as financial weaknesses affect the recipient countries’ 
ability to effectively use and maintain irrigation systems and 
found that many systems do not provide reliable water 
sources and have not become self-sustaining. GAO found 
that AID project designs have assumed that water user as- 
sociations would be established to provide on-farm mainte- 
nance, ensure equitable water distribution, and maintain 
discipline among users. Generally, these assumptions have 
not been realized. Consequently, systems have been van- 
dalized, water wasted or stolen, and routine maintenance ig- 
nored. 
Recommendations to Agencies: The Administrator of AID 
should: (1) as an integral part of project planning and as a 
condition for project approval, require that recurrent cost 
plans be developed in conjunction with recipient govern- 
ments and other donors to recognize the principle of cost 
recovery from all beneficiaries, project the annual life-of- 

system operation and maintenance costs, identify the 
source of operation and maintenance funds and the fund- 
ing options available to the country and the donors, include 
specific plans to strengthen each recipient country’s capa- 
bility to budget for operation and maintenance funding and 
to account for operation and maintenance expenditures on 
a project basis, and institutionalize management monitoring 
and evaluation of plan implementation; and (2) encourage 
other donors to define their recurrent cost financing op- 
tions. In addition, the Administrator should encourage the 
multilateral development banks to further define their re- 
current cost financing options as they relate to future fi- 
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nancing of irrigation project development. 
Status: Action in process. 

The Administrator of AID should adopt stronger design and 
construction criteria for improving operation and mainte- 
nance performance as standard prerequisites of approval 
for new irrigation and rehabilitation projects. The criteria 
should include: (1) quality assurance measures in design 
and construction to ensure that local engineers and con- 
tractors take heed of technical advisors and require site 
visits during the design process; (2) the involvement of 
farmers in the planning, design, implementation, monitor- 
ing, and evaluation process; (3) priority consideration of op- 
eration and maintenance requirements during project 
design; and (4) appropriate transition between construction 
and operation and maintenance. 
Status: Action in process. 

The Administrator of AID should require from the host gov- 
ernments, before the construction of irrigation systems be- 
gin, written certifications that: (1) active, viable water user 
associations have been established: (2) designers have met 
with association members, discussed their needs and sys- 
tem benefits, elicited their input into on-farm system design, 
and stressed that the on-farm system will be theirs and that 
they must operate and maintain it; (3) each association has 
submitted a written request for the system and has agreed 
to the on-farm operation and maintenance; and (4) local 
users, to the extent possible, will be used to help construct 
the on-farm portions of each project. 
Status: Action in process. 

Agency Comments/Action 

AID substantially agreed with the findings and recommen- 
dations and it is pursuing many of them through its poli- 

cies and projects. Specific steps of implementation in 
some projects await the design process for new projects 

since implementation of such recommendations, along 
with consideration of numerous other issues, takes place 
at the level of individual projects’ design and approval. 
AID will monitor these designs to ensure that recommen- 
dations are implemented as needed. AID has also pro- 
posed irrigation operation and maintenance projects in In- 
donesia and Sri Lanka costing $25 million and $19 mil- 
lion respectively, for fiscal year 1985. These projects are 
designed to improve the efficiency of AID investments in 
irrigation. 



UNITED STATES INTERriATIONAL 
D~LO~MENTCOOPE~~IOMAGEN~Y 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

Africa’s Agricultural Policies--A More Concerted Effort Will Be Needed If Reform Is Expected 
(NSIAD-83-36, 9-8-83) 

Budget Function: International Affairs: Foreign Economic and Financial Assistance (151 .O) 
Legislative Authority: P.L. 80-480. 

GAO reviewed efforts by the Agency for International Devel- 
opment (AID) to reform host-government agricultural poli- 
cies in Sub-Saharan Africa, which have been recognized as 
a major cause of the current agricultural crisis in the region 
because agricultural producers are not provided with either 
appropriate incentives or suitable economic environments 
to make production beyond the subsistence level 
worthwhile. 

Flndlngs/Concluslons: GAO believes that AID preparation 
of a number of policy and strategy papers, development of 
guidelines for preparing country development strategies, 
and testimony before Congress fostered commendable pol- 
icy reform. However, at the country level, GAO found that 
AID often does not have an ongoing viable program in 
place which recognizes the difficulties inherent in realizing 
policy reform and the potential long-term effort involved. 
Most missions have not yet fully identified and prioritized the 
key host-country economic policy constraints, nor have 
they been involved in the development of national food 
strategies. In addition, GAO found that further improve- 
ments are needed in AID attempts to upgrade the econom- 
ic analysis capability of its mission staff. GAO found that few 
missions have better than minimal reform programs under- 
way and that only half of the missions currently have pro- 
grams to improve host-government analysis capability. 
Some missions have questioned their ability to effectively 
discuss policy with host-government officials. Finaky, GAO 
found that many missions are not fully coordinating their re- 
form efforts with other donors and other U.S. agencies or 
fully using concessional agricultural commodity programs 
to influence reform. 
Recommendations to Agencies: The Administrator, AID, 

should require a definitive policy refoxn plan from the mis- 
sion in each country, including an assessment of the proba- 
bility for policy reform. Each plan should recognize the diffi- 
culties in motivating the country to make needed reforms 
and the potential and likely long-term nature of such an ef- 
fort Such a plan should provide actions that can be taken 
immediately and over the longer term and actions to be 
pursued if the country fails to respond or to make adequate 
progress. 
Status: Action in process. 
The Administrator, AID, should establish appropriate incen- 
tives for rewarding missions and staffs for their efforts in: (1) 
effectivety carrying out policy reform programs; (2) enlisting 
the support of other donors for a more unified donor ap- 
proach to policy reform; and (3) involving the Departments 
of State, Treasury, and Agriculture in the AID policy reform 
effort by soliciting their views and input on both regionwide 
and country-specific AID documents generated. 
Status: Action in process. 

Agency Comments/Action 

AID has recognized the role of inappropriate host govern- 
ment policies as a prime suppressant of agricultural output 
growth in sub-Saharan Africa and has intensified its efforts 
concerning corrective action. AID agrees that more needs 
to be done to accelerate the pace of reform. Much of what 
the report calls for is underway. AID proposes both to 
strengthen the basis for more policy reform by better iden- 
tification of policy constraints to agricultural growth through 
agricultural assessments and other means, and to concen- 
trate efforts through more careful tailoring of policy reform 
planning by individual missions. 
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UNITEDSTATESPOSTALSERVICE 
Contract Conditions and Speclfkations Unduly Restricting Competition 
(GGD-87-39, 2-72-87) 

Budget Function: Procurement - Other Than Defense (990.4) 

GAO addressed the restrictive conditions and specifications 
in U.S. Postal Service solicitations and contracts and their 
impact on Postal Service relationships with private industry, 
competition, and cost. The review discussed the Postal 
Service’s formally advertised fixed-price contract for corru- 
gated mail trays and sleeves to cover them in transit. 
FlndlngslConclusions: GAO found that: (I) the solicitation 
permitted bidding only by firms which could furnish all pro- 
duction requirements to all postal regions located 

throughout the United States: (2) the contract currently re- 
quires the corrugated trays and sleeves to be cut with a 
specific type of cutter; and (3) the contract requires the tray 
and sleeve be made from a very strong corrugated product. 

Recommendations to Agencies: The Postmaster General 
should direct the involved Postal departments to develop a 
solicitation which should at least resolve current restrictions 
by allowing multiple awards for different geographical 
areas. 
Status: Action completed. 

The Postmaster General should direct the involved Postal 
departments to develop a solicitation which should at least 
resolve current restrictions by permitting material which 
provides the best tradeoff between strength, durability, 

weight, and cost. In addition to the current test program, in- 
dustry should be asked to propose other new materials con- 
figurations which meet Postal needs. 
Status: Action in process. 

The Postmaster General should direct involved Postal 
departments to develop a solicitation which should at least 
resoke current restrictions by deleting the requirement for 
any specific type of cutter. 
Status: Action completed. 

Agency Comments/Action 

The Postal Service’s fiscal year 1982 contracts for mail trays 
and sleeves were awarded on a geographical basis and 
deleted a restrictive cutter requirement. These actions 
saved an estimated $52 1,000 (see accomplishment report 
GGD-82-10. November 20, 1981). Due to various prob- 
lems, the tests on alternative materials/configurations will 
not be completed before the end of 1982. If these tests 
prove positive, a new, lighter weight tray/sleeve which will 
significantly reduce freight costs will be phased in begin- 
ning in fiscal year 1984. 



UNITEDSTATESPOSTALSERVICE 
Rep/acing Post Offices With Alternative Services: A Debated but Unresolved hue 
(GGD-82-89, Q-2-82) 

Budget Function: Commerce and Housing Credit: Postal Service (372.01 
Legislative Authority: Postal Reorganization Act. Postal Reorganlzatlon Act Amendments of 1976 (39 U.S.C. 404(b)). 

In response to a congressional request, GAO conducted a 
study of the possible savings and effects on services that 
would result from systematically closing and consolidating 
inefficient post offices and replacing them with contractor- 
operated stations, rural route extensions, and other alterna- 
tive services. Specifically, GAO was asked to: (1) estimate 
the savings involved in closing inefficient post offices and 
replacing them with lower cost alternative services. and pro- 
vide examples of inefficient post offices currently In opera- 
tion; (2) survey the opinions of postal customers who have 
recently had their post offices replaced with alternative mail 
services; and (3) assess the efficiency and effectiveness of 
the current post office closing/consolidation process, in- 
cluding a review of the Service’s use of the specific reorgan- 
ization approach known as area planning. 
FindingsConclusions: GAO stated that the Service could 
save mllllons of dollars, without adversely affecting its 
current level of service. if It replaced thousands of post of- 
fices. The majority of postal patrons whose post offices 
have been replaced are satisfied with their current services. 
GAO believes that, by 1991, approximately $150 million 
could be saved annually if about 7,000 post offices were re- 
placed with acceptable alternative mail services. in addition, 
other savings opportunities will exist if other offices are re- 
placed on a case-by-case basis. The current post office re- 
placement process significantly limits the Service’s man- 
agement discretion, and it can take up to 19 months to 
process a case. The Service must also address the nonpost- 
al effects of replacement action to satisfy the applicable 
standards of the Postal Rate Commission for reviews of pro- 
posed replacements. Adjustments to the current process 
must be addressed from two perspectives: (1) whether ma- 
jor changes should be made to the process to accelerate 
replacement action: and (2) whether improvements can be 
made under the existing process to make it more efficient 

and workable. However, the final decision on major 
changes rests on the relative value that Congress places on 
the Service’s quickly achieving the savings associated with 
replacement activities. 
Recommendations to Agencies: The Postmaster General 
should remove the emphasis on requiring either a postmas- 
ter vacancy or a loss of quarters before a post office can be 
actively considered for replacement to encourage a wider 
application of replacement efforts. 
Status: No action initiated. Date action planned not known. 

The Postmaster General should require Service manage- 
ment to formaliy post a replacement proposal. formally ad- 
vertise a vacancy for the postmaster, or estabilsh a new fa- 
cility within a specific timeframe after initiation of suspen- 
sion to discourage the extensive use of long suspension 
periods prior to the initiation of replacement actions. 
Status: No action initiated. Date actJon planned not known. 

The Postmaster General should work with the Postal Rate 
Commission to develop efficient investigation and analysis 
standards. 
Status: Action in process. 

The Postmaster General should penodlcally determine the 
level of costs associated with the replacement process to 
enhance management control. 
Status: Action completed. 

Agency Comments/Action 

The Postal Service has written to the Chairman of the Postal 
Rate Commission advising that it is initiating a review of the 
post office closing process and inviting the Commission to 

participate. The Postal Service has also completed a study 
to determine the level of costs associated with the post of- 
fice replacement process. 



UNITED STATES POSTAL SERVICE 

The Postal Service Can Substantially Reduce Its C/caning Costs 
(AI= MD-83-23, 12-28-82) 

Budget Function: Commerce and Housing Credit: Postal Service (372.0) 

-- 

GAO reviewed Postal Service cleaning operations and com- 
pared the cost of using in-house staff to contracting for the 
cleaning of postal buildings of 10,000 square feet or less. 
Findings/Conclusions: GAO found that the Postal Service 
saves several million dollars annually by using contractors 
in the regions reviewed and that it could save more by 
cleaning all of its buildings of 10,000 square feet or less in 
those regions with contractors, or by otherwise reducing its 
cleaning cost per square foot to the average cost of con- 
tract cleaners. Cleaning costs could also be reduced by a- 

dopting new methods and procedures to increase produc- 
tivity. The sooner Postal Service management can reduce 

its cost to that of contract cleaning, the sooner it can begin 
to reap savings. 
Recommendations to Agencies: The Postmaster General 
should take action within the framework of existing and pro- 

spective national collective bargaining agreements to up- 
date the housekeeping cleaning requirements and practices 
to reflect the use of new cleaning methods and procedures. 
Status: Action completed. 

The Postmaster General should take action within the 
framework of existing and prospective national collective 
bargaining agreements to convert where economical, to 
contract cleaning or otherwise reduce cleaning costs to a 
level comparable to that of cleaning done under contract 

Status: Action in process. 

Agency Comments/Action 

Even though the Postal Service revised its housekeeping 
manual, the union decided to take it to arbitration. The 
Postal Service will compete each cleaning contract after 
completion of the current contract. 
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UNITED STATES POSTAL SERVICE 

Conversion to Automated Mail Processing Should Continue: Nine-Digit Zip Code Should Be Adopted 
{GGD-83-24, 7 -6-83) 

Budget Function: General Government: Other General Government (806.0) 
Legislative Authority: Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). Postal Reorganization Act. 

In response to a congressional request, GAO assessed the 

automatic mail processing equipment which the U.S. Postal 
Service is buying and the nine-digit ZIP Code system (ZIP- 
PIUS-~) which the Postal Service plans to implement. GAO 

reviewed the accuracy of the Postal Service’s financial pro- 
jections, the likelihood that the new equipment will perform 
as intended, and the potential impact of ZIP-Plus-4 mailers. 

Findings/Conclusions: Because the cost effectiveness of 
ZIP-Plus-4 would hinge heavily on voluntary participation by 
business mailers, and such participation is not certain, GAO 
could not advise without qualification the Postal Service to 
move forward with ZIP-PIUS-~. However, GAO believes that 
the incremental gain in moving to ZIP-Plus-4 will be so 
great that the move would be more than justified. House- 
holders’ use of ZIP-Plus-4 would help reduce mail process- 
ing costs but would not be critical to the cost effetiveness 
of ZIP-PIUS-~. However, GAO endorsed the acquisition of 
the new equipment and its use to automate the processing 
of five-digit ZIP Code mail, provided that it will perform ade- 
quately. Even if the equipment performs adequately, there 
will still be risks associated with its use. Performance as- 
sumptions which the Postal Service used in its economic 
analysis to justify the automation program were based on 
assumed future improvements. Furthermore, testing and 
evaluation procedures used during the analysis were not 
adequate to measure the performance of the equipment or 
determine the need for design changes, and the Postal 
Service may have initial problems maintaining its new 
equipment. However, given the Postal Service’s labor inten- 
sive operations and the opportunity that automation offers 
to reduce labor costs, GAO considered these risks accept- 
able. 

Recommendations to Agencies: The Postal Service should 
implement a test program to develop adequate data for im- 
proving optical character reader (OCR) readability guide- 
lines. 
Status: Action in process. 

The Postal Service should develop clear and precise pro- 
cedures and techniques to apply OCR readability guidelines 
to determine that mall is eligible for a reduced postage rate. 

Status: Recommendation no longer valid/action not intend- 
ed. The Service position is that it would be impracticable 
for postal acceptance units to take the time to closely 
screen mail to verify eligibility for the ZIP-Plus-4 dxicount. 

The Postal Service should obtain data on mailer reactions 
to the Postal Service’s requests that they voluntarily improve 
the OCR readability of their mail, and determine whether 
additional management actions are needed to encourage 
cooperation. 
Status: Action completed. 

The Postal Service should conduct an 8-week test on the 
first unit or units built by eacli contractor. 
Status: Action completed. 

The Postal Service should thoroughly evaluate the criteria to 
be used for retesting the machines which fail the initial ac- 
ceptance tests. 
Status: Action completed. 

The Postal Service should, for future OCR and other equip- 
ment procurements, conduct a comprehensive first article 
test of a representative machine. where the production 
machine is significantly different from: (1) machines cur- 
rently in use; or (2) machines which were tested in a 
release-loan program. These first article tests should be 
conducted under expected environmental conditions and 
cover all operating parameters, to include processing of 
nine-digit mail. 
Status: No action initiated. Affected parties intend to act. 

The Postal Service should, for future OCR and other equip- 
ment procurements, perform a thorough engineering anal- 
ysis of any changes proposed to the design of the machine 
after the initial first article test, and retest a first article if 
these changes are deemed significant. 
Status: No action initiated. Date action planned not known. 

The Postal SeMce should, if ZIP-Plus-4 is implemented, 
provide local delivery unit employees the necessary indoc- 
trination to understand the Zip-Plus-4 program and the 
training to assist in keeping the National Zip-Plus-4 Directo- 
ry updated. 
Status: Action in process. 

The Postal Service should, if ZIP-Plus-4 is implemented, 
. 

broaden the ellghl@ criteria for the manual-list conversion 
service in order to aid more mailers. 
Status: Action completed. 

The Postal Service should, if the ZIP-Plus-4 program is im- 
plemented, provide uniform guidelines for local postmas- 
ters to follow in honoring customers’ requests for ZIP-Plus-4 
codes in order to provide consistent treatment of custom- 
ers’ requests. 
Status: Recommendation no longer valid/action not intend- 
ed. The Service has changed positions. It nOW will honor 
a// requests from business for ZIP-Plus-4 codes, rewrd- 
less of the number of codes requested. Therefore, action 
recommended is no longer needed. 

The Postal Service should, if ZIP-Plus-4 is implemented, 
modify the Postal Service’s information system to track 
delivery times of five-digit ZIP Code mail when the switch to 
full manual sort&ion of such mail occurs, and make the 
resulting information a matter of postal management re- 
view to ensure that delivery times for fie-digit ZIP Code 
mail do not fall below current levels. 
Status: Action completed. 
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The Postal Service should, if ZIP-Plus-4 is implemented, 
provide businesses and householders, if they are to be in- 
cluded, with more and clearer information about the ZIP- 
Plus-4 program such as its benefits, prerequisites for partic- 
ipation, expected impact on delivery times, and effects on 
other programs. 
Status: Action completed. 

Agency Comments/Action 

The agency generally concurred with the recommendations 
and said that it was taking or planned to take actions to 
comply. GAO has since verified that action has been com- 
pleted on 6 of the 12 recommendations and action is in 
process on 2 recommendations. One recommendation is 
no longer valid. The Service plans no action on one recom- 
mendation, and the two remaining recommendations on 
which the Service has not yet initiated action cannot be act- 
ed on until a scheduled new phase of equipment procure- 
ment begins at a later date. 
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UNITED STATES POSTAL SERVICE 

Postal Service Needs To Strengthen Controls Over Employee Ovettime 
(GGD-83-36, 4-6-83) 

Budget Function: Commerce and Housing Credit: Postal Service (372.0) 
Legislative Authority: Fair Labor Standards Act of 1938 (29 USC. 207). 

GAO reported on the Postal Service’s need to improve over- 
time controls. 
Findings/Conclusions: At the six postal facilities it reviewed, 
GAO found that overtime payments cost about $4.2 million 
dollars. Management’s effort to meet its own overtime esti- 
mates was often a primary consideration when allowing 
overtime rather than determining whether a need for addi- 
tional work was present. GAO noted that a substantial 
amount of overtime had been retroactively approved due to 
supervisors’ failure to control employee work schedules. 
GAO found that at five of the facilities it visited the Postal 
Service paid an estimated $470,000 for overtime hours that 
had not been authorized because overtime entered into the 
system was automatically paid unless expressly disallowed 
and because supervisors did not disallow unnecessary over- 
time requests. GAO concluded that, although overtime pro- 
vides management with manpower flexibility, improper use 
results in unnecessary costs. 
Recommendations to Agencies: The Postmaster General, to 
improve control over the use of overtime, should ensure 
that planned overtime hours be included in the work-hour 
budget and reported on the work-hour report 
Status: No action initiated. Date action planned not known. 
The Postmaster General, to improve control over the use of 
overtime, should ensure that employees with constant and 
high overtime use be periodically identified for a determina- 
tion as to whether the work can be done on straight time. 
Status: Action completed. 
The Postmaster General, to improve control over the use of 
overtime, should ensure that facility managers be instructed 

to not hire additional employees to reduce overtime until its 
underlying causes are determined. 
Status: Action completed. 
The Postal Service should require facility managers to 
prepare periodic reports showing the extent of retroactively 
approved overtime. 
Status: Action completed. 
The Postal Service should require facility managers to mon- 
itor forced overtime to identify supervisors who are not fulfil- 
ling their responsibility to control work schedules. 
Status: Action completed. 
The Postal Service should require facility managers to 
periodically remind supervisors and timekeepers of their 
respective responsibilities for maintaining control of em- 
ployee work schedules. 
Status: Action completed. 

Agency Comments/Action 

A letter has been issued to Regional Postmasters General 
instructing them to: (1) periodically identify employees with 
constant and high overtime usage, determine the reasons 
for this usage, and make adjustments accordingly; (2) 
determine the underlying cause for overtime usage before 
hiring additional personnel in an attempt to reduce over- 
time to a more acceptable level; and (3) periodically analyze 
retroactively approved and forced overtime to identify and 
instruct those supervisors who are not properly controlling 
their employees’ work schedules. 
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UNITED STATES POSTAL SERVICE 

Conversion to Automated Mail Processing and Nine-Digit ZIP Code--A Status Report 
(GGD-83-84, 9-28-83) 

Budget Function: General Government: Other General Government (806.0) 

GAO reported on the current status of Postal Service plans 
to implement automated mail processing and the nine-digit 
ZIP code. 

Findings/Conclusions: GAO found that the Postal Service 
will be in a position to implement the automated mail proc- 
essing system as scheduled. Although there are several 
recommended program improvements and some uncer- 
tainties about equipment performance, GAO belleves that 

none of these concerns warrants a delay in implementation. 
One concern is that the performance of the optlcal charac- 
ter reading equipment IS uncertain. Results of recently com- 
pleted tests of this equipment were not reviewed by GAO. 
but the Postal Service claimed that these tests indicated that 
the equipment will perform up to expectations Perform- 
ance of the bar code sorting equipment was also uncertain, 
but GAO found no catastrophic or uncorrectable problems 
with the design or performance of the sorters. GAO found 
that improvements are needed in Postal Servlce programs 
to improve the optical character readability of mail and ad- 
minister the postage rate incentive proposed for large- 
volume mailings of ZIP-plus-4 mall. GAO also believes that 
the Postal Service estimate of potential usage of ZIP-plus-4 
IS questionable because of deficiencies In study methodolo- 
gy for a market study commissioned by the Postal Service. 
GAO further found that the National ZIP-plus-4 Directory is 
substantially complete and reasonably correct, although 
some improvements are attainable. 
Recommendations to Agencies: The Postal Service should 
conduct, as planned, an extended test on one or two of the 
bar code sorters (BCS’s) already accepted in Phase I to (1) 
identify BCS performance capabilities, (2) Identify potential 
design defects, and (3) obtain reliability data. If design flaws 
are detected, the Postal Service should fully enforce existing 
contractual remedies. 
Status: Action in process. 

The Postal Service should ensure that Phase II equipment 
test results accurately reflect anticipated operating results 
by (1) staffing Phase II optical character reader/channel 
sorter (OCWCS) and BCS release-loan and acceptance 
tests at levels consistent with normal operating condltlons. 
and (2) using Postal Service, not contractor. personnel to 
operate BCS’s during testing. 
Status: Action in process. 

The Postmaster General should Issue written guidance clar- 
ifying organizatlonal responslbllitles for these programs and 
establishing management responslbllltles for program over- 

sight, including oversight of budget support and training. 
Status: Actlon In process. 

The Postmaster General should provide technical support 
to large-volume mailers by establlshlng an onentatlon pro- 
gram to analyze mail from large-volume matlers and to 

demonstrate to these mailers the capabilItIes and Ilmlta- 
tions of the OCR. 
Status: Action in process. 

The Postmaster General should provide technical support 
to large-volume mailers by provldlng tralnlng for Customer 
Service Representatives (CSR s) and associate offlce post- 
masters to enable them to effectively communicate OCR 
readability problems to mailers 
Status: Action In process. 

The Postmaster General should provide technical support 
to large-volume mailers by making technical support avalla- 
ble to CSR’s and associate office postmasters 
Status: Action In process. 

The Postmaster General should develop pollcles and pro- 
cedures for determlnlng whether mall IS ellglble for the ZIP- 
plus-4 discount. 
Status: Action in process. 

The Postmaster General should develop policies and pro- 
cedures for training and equipping acceptance unit staffs to 
check for compliance with OCR readability criteria 
Status: No action initiated. Affected parties Intend to act 

The Postmaster General should develop pollcles and pro- 
cedures for using actual OCR readings to monitor Imple- 
mentatlon of the ZIP-plus-4 rate Incentive program. 
Status: No action Inltlated. Affected parties Intend to act 

Agency Comments/Action 

The agency concurred in general with the recommenda- 
tions and said that It was taking or planned to take actions 
to comply with them GAO has verlfled that acrtlon IS In 
process on seven of the recommendations and no action 
has been initiated on two of the recommendations 
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VETERANS ADMINISTRATION 

Legislation Plus Aggressive Action Needed To Strengthen VA’s Debt Collection 
(HRD-81-5, 2-13-81) 

Budget Function: Veterans Benefits and Services: Veterans Education, Training, and Rehabilitation (702.0) 
Legislative Authority: P.L. 96-466. 5 U.S.C. 5514(a). 28 USC. 2415. 31 U.S.C. 952. 

GAO was asked to study the feasibility of resuming collec- 
tion action on education assistance overpayments written 
off as uncollectable by the Veterans Administration (VA) 
through the use of generally accepted private-sector debt 
collection practices. Special attention was given to the re- 
porting of delinquent and terminated accounts to commer- 
cial credit bureaus as a means of motivating veterans to 
repay their debts to the Government. 
Findings/Conclusions: GAO obtained a random sample of 
commercial credit reports on veterans whose accounts had 
been terminated as uncollectable and found that most of 
the veterans were employed, had an established history of 
paying their private-sector creditors, and had private-sector 
lines of credit equal to or greater than the amounts owed to 
VA. Several factors have hampered the VA debt collection 
efforts and contributed to a large volume of educational as- 
sistance overpayment accounts terminated in recent years. 
GAO believes that the most significant problem is that vet- 
erans have been able to ignore the demands of VA for 
repayment with little or no fear of the adverse actions which 
would normaliy result from failure to pay debts owed to pri- 
vate-sector creditors. 

Recommendations to Congress: Congress should enact 
legislation to amend 5 U.S.C. 5514(a) to permit involuntary 
collection of general Government debts from the current 
salary of Federal employees. 
Status: Action completed. 

Congress should enact legislation to specify that the 6-year 
statute of limitations contained in 28 U.S.C. 2415 applies 
only to court action by the Government, and that it does not 
include administrative collection actions by Federal agen- 
cies, such as offsetting uncollectable debts owed by Federal 
employees against their final salary payments or retirement 
benefits. 
Status: Action completed. 

Congress should monitor VA collection activities to ensure 
prompt and effective implementation of the debt collection 
provisions of Public Law 96-466. 
Status: Action completed. 

Recommendations to Agencies: The Administrator of VA 
should, on a test basis, independently verify the accuracy of 
investigative credit report information. 
Status: Recommendation no longer valid/action not intend- 
ed. Credit bureau data are being used in lieu of investi- 
gative reports. If the data can be obtained from credit 
bureaus, investigative reports will nof be needed. VA 
considers this issue a low priority. 
The Administrator of VA shou!d combine terminated and 
current overpayments of individual debtors so the full debt 
amount is pursued. 
Status: Action completed. 

The Administrator of VA should instruct VA regional offices 
to deduct outstanding overpayments from special benefit 
payments. 
Status: Action completed. 

The Administrator of VA should, to the maximum extent 
practicable, require payment in full rather than repayment 
plans for debts disclosed when matching guaranteed home 
loan applications with educational assistance. 
Status: Recommendation no longer valid/action not intend- 
ed. VA believes that scheduling repayment over a 1 -year 
period is reasonable. 

The Administrator of VA should, when possible, obtain 
debtor ability-to-pay information in a more economical 
manner, such as from commercial credit bureau reports. 
Status: Recommendation no longer valid/action not intend- 
ed. The majority of the cases are processed by VA with- 
out obtaining any financial report. 
The Administrator of VA should require commercial lenders 
to give VA veteran identification information on applicants 
for automatically guaranteed home loans so VA can check 
for indebtedness before the loans are closed. 
Status: Action completed. 

The Administrator of VA should implement immediately the 
debt collection provisions of Public Law 96-466 which (1) 
permit VA to report delinquent and terminated accounts to 
commercial credit bureaus, (2) give VA attorneys the au- 
thority to litigate debt collection cases, and (3) require VA to 
charge interest and recover administrative collection costs 
on debts owed to VA. 
Status: Action in process. 

The Administrator of VA should implement a program to 
periodically match delinquent and terminated educational 
assistance overpayment accounts with computer listings of 
current Federal civilian and military personnel. 
Status: Action completed. 

The Administrator of VA should resume collection action on 
terminated educational assistance overpayment accounts 
using the collection methods discussed in this report. 
Status: Action completed. 

Agency Comments/Action 

The agency was in general agreement with most of the 
recommendations and has taken action to implement the 
recommendations with which it agreed. VA has started us- 
ing its own attorneys for litigating debt cases and has be- 
gun charging interest and administrative cost on certain 
debts. VA has not referred debts to commercial credit 
bureaus because the Office of Management and Budget 
desires to negotiate a Government-wide contract for this. 
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The agency disagreed with the recommendation to re- 
quire applicants for VA-guaranteed home loans to pay 
education debts in full. Unless the debt is low, VA will seek 
to establish repayment plans that cover 1 year. 

416 



VETERANS ADMINISTRATION 

Better Guidelines Could Reduce VA’s Planned Construction of Cost/y Operating Rooms 
(HRD-81-54, s-3-81) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

The Veterans Administration (VA) is planning to spend 
more than $1 billion to replace 10 of its medical centers. 
Each replacement center will have a surgical suite, which is 
among the most costly hospital departments to construct 
and operate. 

FIndIngsConclusions: In reviewing operating room utiliza- 
tion at centers that VA intends to replace, GAO found that, 
on the average, the 74 operating rooms at these centers 
were idle about 50 percent of the time that they were availa- 
ble for scheduled surgery. The current planning criterion 
used by VA calls for 1 operating room for every 28 surgical 
beds. The continued use of this criterion could result in 
overconstruction of operating rooms with resulting low utili- 
zation. In developing its criterion, VA did not recognize that 
all patients admitted to surgical beds do not undergo sur- 
gery. VA did not ‘fly recognize the significant variation 
among medical 2 enters in the type of surgical procedures 
performed and the length of time different surgical pro- 
cedures take. Average operating times varied significantly 
among VA medical centers. Surgical procedures generally 
performed by medical school residents at affiliated centers 
took longer than similar procedures performed by VA staff 
at nonaffiliated centers. GAO developed a model for plan- 
ning operating rooms which focused on the unique surgical 
workload characteristics of each VA center. It showed that 
VA could handle the surgical workload with 22 fewer operat- 
ing rooms than planned using the present criterion, a po- 
tential $3.5 million saving. VA assigned more operating 
room nurses than needed to handle the surgical workload 
due to this criterion, and savings could be realized if VA 
made use of less skilled personnel to do many of the 
nonprofessional tasks now handled by operating room 
nurses. 

Rscommendatlons to Congress: Congress should not ap- 
prove any funding requests for new or replacement surgical 
suites in VA centers based solely on room-to-bed ratios, un- 
less the planning is so far along that adjusting the surgical 
suite(s) planned would not be economically feasible. 
Status: No action initiated. Date action planned not known. 

Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should direct the Chief Medical Director to better 
use skilled operating room nurses by assigning non- 
professional tasks to less skilled personnel. 
Status: Action completed. 

The Administrator of Veterans Affairs should direct the 
Chief Medical Director to develop staffing guidelines for op- 
erating room nurses based on the number of operating 
rooms needed to handle the surgical workload. 
Status: Recommendation no longer valid/action not in- 
tended. This issue is covered in a Sf?parate review con- 

cerning VA staffing standards. 

The Administrator of Veterans Affairs should direct the 
Chief Medical Director to use operating room estimates ob- 
tained from GAO’s model, or a similar workload model, to 
reassess the number of operating rooms needed at the Min- 
neapolis VA Medical Center and use such a model for all fu- 
ture construction proposals submitted to the Congress. If, 
in VA’s judgment, more operating rooms are needed than 
called for by the workload model, the Chief Medical Director 
should be required to justify the additional rooms. 
Status: No action initiated. Date action planned not known. 

The Administrator of Veterans Affairs should direct the 
Chief Medical Director to discontinue use of current VA op- 
erating room planning criterion in favor of a planning meth- 
odology based on surgical workload for new or replace- 
ment operating rooms similar to the one developed by 
GAO, with the aim of achieving an 80 percent operating 
room utilization level. 
Status: Action in process. 

Agency Comments/Action 

Although VA did not concur with the specific recommen- 
dation regarding a new planning methodology, it is con- 
ducting research on a new model for determining the size 
of surgical suites. Research is scheduled to be completed 
in April 1984. 
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VETERANS ADMINISTRATION 

State Veterans’ Homes--Opportunities To Reduce VA and State Costs and Improve Program Management 
(HRD-82-7, 70-22-81) 

Budget Function: Health: Health Care Services (551.0) 
Legislative Authority: Veterans Omnibus Health Care Act of 1976 (P.L. 94-581). 38 C.F.R. 17.166d. 38 C.F.R. 17.47. P.L. 
95-588. H.R. 6263 (96th Conq.). H.R. 518 (97th Gong.). H.R. 2832 (97th Cong.). S. 1034 (97th Cong.). 38 USC. 610(a). 
38 USC. 641(b). 38 U.S.C.3203. 

State homes provide hospital, nursing home, and domicili- 
ary care to needy, disabled veterans. The Veterans Adminis- 
tration (VA) helps States defray the costs of operating and 
constructing State homes through per diem payments and 
construction grants. GAO reviewed the State home pro- 
gram to find out if VA was effectively administering the pro- 
gram, if the method used to help States pay for the care 
provided should be changed, and if the homes were capa- 
ble of providing quality care. 
Findings/Conclusions: Because VA was generally not prop- 
erly certifying the levels of care needed by veterans admit- 
ted to State homes, hospitals and nursing homes per diem 
rates were paid unnecessarily for many veterans requiring 
lower levels of care. The improper certifications occurred 
because VA physicians were not independently verifying the 
patients’ need for the levels of care requested by the homes. 
Changes in the method of reimbursing States for the care 
provided to veterans in State homes are not needed. The 
homes have been able to maintain or expand the services 
provided to veterans under the current method. Alternatives 
to increased VA funding exist. State homes could obtain 
more revenues from veterans receiving VA pensions, and 
part of the cost of care provided to some veterans could be 
recovered from Medicare or private health insurance. Be- 
cause VA has not effectively planned and coordinated the 
construction or use of VA hospitals, State homes, and con- 
tract community nursing homes, VA and State home facili- 
ties may be constructed in areas having too many commu- 
nity or State nursing home beds while not enough beds 
may be available in other areas. State homes are capable of 
providing quality nursing home and domiciliary care to their 

patients, but they have only limited acute hospital care 
capabilities. VA inspections may not identify deficiencies by 
not evaluating the surgical care provided by State home 
hospitals and by limiting the scope of their assessments be- 
cause of a lack of guidance on how to assess compliance. 

Recommendations to Congress: Congress should consider 
amending 38 U.S.C. 3203 to extend the pension reduction 
criteria to cover care being furnished in State homes and to 
authorize VA t, .ransfer the money withheld to the States to 
help pay for the veterans’ care. 
Status: No action initiated. Date action planned not known. 

In any deliberations on legislative proposals to change the 
reimbursement method to increase VA funding, Congress 
should consider the extent to which the States are taking 
advantage of the alternative sources of revenue identified by 
GAO. 
Status: Action completed. 

Recommendations to Agencies: The VA Administrator, 
through the chief medical director, should determine the 
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need for State home construction projects before approv- 
ing their construction. 
Status: Action completed. 

The VA Administrator, through the chief medical director, 
should establish, in coordination with State and local plan- 
ning agencies, and the National Association of State Veter- 
ans Homes, more realistic medical district plans for the 
construction and/or use of VA, community, and State nurs- 
ing homes to provide care to veterans. 
Status: Action completed. 

The VA Administrator, through the chief medical director, 
should encourage State homes to collect from veterans re- 
ceiving pensions an amount equal to the reduction that 
would occur if the veterans obtained care in a VA facility. 
Status: Action completed. 

The VA Administrator, through the chief medlcal director, 
should follow up on inspection reports to insure that com- 
pliance with all standards is assessed. 
Status: Action completed. 

The VA Administrator, through the chief medical director, 
should revise State home standards to provide specificity 
and guidance such as that provided in the Joint Commis- 
sion on Accreditation of Hospitals and Department of 
Health and Human Services standards. 
Status: Action in process. 

The VA Administrator, through the chief medlcal director, 
should develop standards on surgical care and related serv- 
ices as part of the State home hospital standards. 
Status: Recommendation no longer valid/action not intend- 

ed. Legislation has been introduced which could elim- 
inate hospital care from the State home program. VA has 
no further plans to develop surgical standards. 
The VA Administrator, through the chief medical director, 
should encourage State homes to convert hospital beds, 
other than those needed to meet the short-term acute-care 
needs of home patients, to nursing home beds. 
Status: Recommendation no longer valid/action not intend- 
ed. VA plans no action to rmplement the recommenda- 
tion. It feels the limited hospital per diem discourages 
State homes from operating hospital beds. 

The VA Administrator, through the chief medical director, 
should direct VA medical centers that are clinics of jurisdic- 
tion for the State home program to review the appropriate- 
ness of the per diem rates paid for veterans already in State 
homes and adjust per diem payments as necessary. The 
appropriateness of per diem rates should be determined by 
a VA physician using the level of care definitions in the State 
home manual. 
Status: Action completed. 



The VA Administrator, through the chief medical director, 
should inform VA physicians of their options to request ad- 
ditional data from the State home to justify the requested 
level of care and to authorize payment of per diem at a rate 
other than that requested. 
Status: Action completed. 
The VA Administrator, through the chief medical director, 
should reemphasize to VA physicians the importance of in- 
dependently verifying the needed level of care of veterans 
admitted to State homes. 
Status: Action completed. 
The VA Administrator, through the chief medical director, 
should direct VA physicians to approve payment of the hos- 
pital per diem rate only if the patient needs acute hospital 
care. 
Status: Recommendation no longer valid/action not intend- 
ed. VA plans no action. VA believes it must pay the hos- 
pital per diem rate for intermediate hospital care if the 
State home provides that level of care. 

Agency Comments/Action 

VA is reevaluating the way in which it determines the need 
for VA, State home, and community nursing home beds, 
and has shelved all construction plans beyond 1983 until 
firm criteria to justify needs are developed. The need for 
State home construction projects is being determined as 
part of the Medical District Initiated Program Planning 
process. VA sent a letter to the National Association of 
State Veterans Homes in December 1981 urging them to 
collect pension funds from veterans to help defray the 
costs of care. VA is current& preparing a circular directing 
medical centers to review the appropriateness of per diem 
currently being paid, and is incorporating JCAH and HHS 
standards into its State home program manual. 
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VETERANS ADMINISTRATION 

Legislation Needed To Prevent Loss of Millions From Mentally incompetent Veterans’ Estates 
(HRD-82-7, 2-70-82) 

Budget Function: Veterans Benefits and Services: Income Security for Veterans (701 .O) 
Legislative Authority: 38 USC. 3202. 38 U.S.C. 3202(e). 38 U.S.C. 3202(d). 

Congressional concern was expressed that mentally incom- 
petent veterans’ estates accumulated from Veterans Admin- 
istration (VA) benefits are being inherited by relatives other 
than the veterans’ immediate families. GAO reviewed active 
and closed cases of veteran beneficiaries with court- 
appointed guardians, legal custodians. and institutional a- 
ward arrangements at 4 of the 58 VA regional offices to 
determine the extent to which such situations have oc- 
curred and could occur in the future. 
Findings/Conclusions: GAO estimated that about 3,000 es- 
tates of living incompetent veterans comprising about $56 

million in veterans’ benefits are unprotected from future 
claims by relatives other than spouses, children, and de- 

pendent parents. If the results are representative of the si- 
tuation nationwide, an estimated 29,000 such estates com- 
prised of about $500 million accumulated from veterans’ 
benefits are currently unprotected from claims by such rela- 
tives. Under current law. VA will be unable to recover this 
money. In 1959, Congress passed legislation limiting the in- 
heritance of incompetent veterans’ estates to spouses, chil- 
dren, and dependent parents. This legislation provides that, 
in the absence of such relatives, VA benefits accumulated in 
these estates will revert to the Federal Government. Howev- 
er, because the restrictions do not apply to the estates of 
most mentally incompetent veterans, other relatives have 
made successful claims totaling millions. In reviewing VA 
estate accounting procedures, GAO found that many re- 
gional offices apply all veterans’ expenses first to VA bene- 
fits rather than allocating the expenses to each revenue 
source in proportion to its contributions to the veterans‘ es- 
tates. This method underestimates the VA contribution to 
the estates. 
Recommendations to Congress: Congress should amend 
38 U.S.C. 3202 by adding a new subsection (f) as follows: 
any funds hereafter deposited in the hands of a fiduciary ap- 
pointed by a State court or the Veterans Administration 

derived from benefits payable to mentally incompetent or 
insane veterans under laws administered by the Veterans 

Administration, which under the law of the State wherein the 
beneficiary had his last legal residence would descend and 
be distributed to persons other than the surviving spouse, 
children, or dependent parents of the beneficiary, there be- 
ing no such survivors, shall not be paid to such persons but 
instead shall revert to the United States and shall be re- 
turned by such fiduciary, or by the personal representative 
of the deceased beneficiary, less legal expenses of any ad- 
ministration necessary to determine that a reverter is in or- 
der, to the Veterans Administration, and shall be deposited 
to the credit of the applicable revolving fund, trust fund, or 

appropriation. 
Status: Action In process. 

Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should direct the Chief Benefits Director to revise 

the estate accounting procedures to require that all expens- 
es which cannot be matched directly with specific revenue 
sources be allocated to each source in proportion to its 
contributions to the mentally incompetent veteran‘s estate. 
Status: Recommendation no longer valid/action not in- 
tended. 

Agency Comments/Action 

VA generally agreed with the recommended legislation to 
prevent relatives other than spouses, children, and de- 
pendent parents from inheriting mentally incompetent vet- 
erans’ estates. However, VA disagreed with the GAO 
suggestion that Congress apply the restrictions to pay- 
ments already made to guardians and fiduciaries because 
of potential constitutional problems. VA did not concur 
with the recommendation that it revise its estate account- 
ing procedures principally on the basis that it is felt the 
new procedures would not be cost effective. 
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VETERANS ADMINISTRATION 

Actions Needed To Insure That Female Veterans Have Equal Access to VA Benefits 
(HRD-82-98, 9-24-82) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

In response to a congressional request, GAO retiewed Vet- 
erans Administration (VA) efforts to provide health care 
benefits to female veterans. GAO specifically sought to 

determine whether VA was: (1) equipped to provide women 
with medical care; (2) planning for the anticipated increase 
in women veterans demanding care; (3) informing women 
veterans of available benefits; and (4) addressing their 
psychological problems related to service in Vietnam. 

Findings/Conclusions: VA has made progress in ensuring 
that medical care and other benefits are available to female 
veterans. However, because females are a small proportion 
of the total veteran population, VA has not adequately 
focused on the unique medical needs of women. Women 
cannot benefit from some specialized medical care be- 
cause of the lack of privacy in older VA facilities; and com- 
plete gynecological and obstetrical care are often not availa- 
ble. The reliance of many facilities on a fee-basis program 
to reimburse private health care providers for such services 
results in the denial of treatment to women with nonemer- 
gency conditions which are not connected with their serv- 
ice. This is inequitable because the facilities treat virtually all 
of the outpatient nonservice-connected medical needs of 
males. VA does not provide care for normal pregnancy and 
childbirth, even if the veteran was pregnant when dis- 
charged from the military or is unable to pay for hospital 
care. VA long-range planning has neither identified those 
programs currently unable to accept women nor projected 
the number of female veterans expected to seek care, and 
VA has not planned renovation projects which would in- 
crease female patients’ access to care. VA has not ade- 
quately informed female veterans of their medical benefits; 
however, the Veterans’ Readjustment Counseling Program 
is specifically addressing female veterans needs, collecting 
statistics on women treated, and performing outreach to- 
ward female veterans. 

Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should, through the Chief Medical Director, im- 
prove female veterans’ access to outpatient gynecological 
care and other care not available at VA facilities by: (1) 
negotiating sharing agreements with the Department of De- 
fense or other Federal hospitals; (2) contracting with private 
gynecologists; or (3) developing in-house capability. 

Status: Action completed. 
The Administrator of Veterans Affairs should, through the 
Chief Medical Director, revise privacy standards and ensure 

that future construction or renovation projects correct priva- 

cy limitations that limit women’s access to VA facilities and 
treatment. 

Status: Action completed. 

The Administrator of Veterans Affairs should, through the 
Chief Medical Director, instruct VA medical facilities to iden- 
tify all treatment programs that cannot accept female pa- 
tients and develop alternative ways to provide the care, such 
as sharing agreements or increased use of the inpatient 
fee-basis program. 
Status: Action completed. 

The Administrator of Veterans Affairs should, through the 
Chief Medical Director, develop projections on the numbers 
of service-connected and nonservice-connected female vet- 
erans expected to seek care from VA and use such data in 
planning future construction and renovation projects. 
Status: Action in process. 

The Administrator of Veterans Affairs should, through the 
Chief Benefits Director, evaluate female veterans’ aware- 
ness of benefits. 
status: Recommendation no longer valid/action not intend- 
ed. VA did not agree with the recommendation; and it 
said that all veterans are equally aware of benefits. 
The Administrator of Veterans Affairs should, through the 
Chief Benefits Director, establish procedures to ensure that 
female veterans will not be notified of major changes in 
benefits that affect them. 
Status: Recommendation no longer valid/action not intend- 
ed. VA did not agree with the recommendation; and it 
said that female veterans are notified of their benefits 
when they are discharged. 
The Administrator of Veterans Affairs should, through the 
Chief Benefits Director, expand outreach efforts to include 
veterans’ organizations with predominantly female 
memberships. 
Status: Action in process. 

Agency Comments/Action 

VA has initiated actions to: (1) identify treatment programs 
that cannot accommodate female veterans; and (2) in- 
crease the use of sharing agreements and fee basis care. 
Although it disagreed with the recommendations that it as- 
sess female veterans’ awareness of VA benefits and notify 
female veterans of changes in benefits which specifically af- 
fect them, VA has agreed to expand its outreach efforts to 
include veterans organizations with predominantly female 
memberships. 

421 



VETERANS AQMINISTRATION 

VA Should Conslder Less Costly Alternatives Before Constructing New Nursing Homes 
(HRD-82-7 74, g-30-82) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

GAO evaluated the Veterans Administration (VA) planning 
criteria and processes used to justify proposed nursing 
home construction projects for the aging veteran popula- 
tion. 
FlndlngslConcluslons: GAO found that VA used national 
demographic and needs projections to justify new nursing 
home construction without the benefit of additional infor- 
mation about the characteristics and resources of the pri- 
mary service areas of the medical districts or centers. As a 
result, VA did not adequately consider its option of provid- 
ing more nursing home care in community nursing homes 
by expanding its use of existing legislative authority to con- 
tract for care. In addition, VA did not adequately consider 
converting, renovating, or changing the mission of existing 
VA facilities to help meet the need for more nursing home 
beds. GAO concluded that more consideration should be 
given to local conditions and less costly alternatives to new 
construction. 

Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should: (1) supplement national projections with 
local information on actual and projected needs for nursing 
home care in each medical district; (2) consider meeting 
nursing home needs wherever possible through greater use 
of the contract community nursing home program; and (3) 
consider meeting nursing home needs by renovating, con- 
verting, or changing the mission of existing VA facilities. 
Status: Action in process. 

Agency Comments/Action 

VA concurred with the recommendations and instructed 
district planners to consider local demographics and less 
costly alternatives when justifying new nursing home con- 
struction projects. 



VETERANS ADMINISTRATION 
A Change to the Veterans Administration’s Apprenticeship and On-the-Job Training Programs Should Be Made 
(HRD-83-72, 10-19-82) 

Budget Function: Veterans Benefits and Services: Veterans Education, Training, and Rehabilitation (702.0) 
Legislative Authority: Veterans’ Pension and Readjustment Assistance Act of 1967 (P.L. 90-77). 

As part of its oversight of the Veterans Administration’s (VA) 
educational programs, GAO reviewed the VA apprentice- 
ship and on-the-job training (OJT) programs. 
Findings/Conclusions: GAO found that VA educational as- 
sistance often helped fill a significant earnings gap during 
apprenticeship when wages of veterans being trained for 
relatively high paying jobs wages’were considerably less 
than the wages veterans would receive when fully trained. 
However, the wages to be paid to fully trained veterans in 
OJT programs were frequently relatively low and the wages 

paid to trainees were often close to the wages they would 
receive as fully trained workers. GAO stated that, even with 
periodic reductions in VA assistance, some workers will lose 
income by completing training programs. 

Recommendations to Congress: Congress should limit as- 
sistance allowances to veterans in apprenticeship and OJT 
programs to the differences between the wages veterans 
earn while in training and their objective wages. 
Status: No action initiated. Date action planned not known. 
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VA’s Agent Orange Examination Program: Actions Pleeded 70 More Effectively Address Veterans’ Health Con- 
cerns 
(I-MD-83-6, 1 O-25-82) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 
Legislative Authority: Veterans’ Health Care, Training and Small Business Loan Act of 1981 (P.L. 97-92). Veterans’ Health 
Programs Extension and Improvement Act of 1979 (P.L. 96-151). 38 U.S.C. 3010(g). 

In response to a congressional request, GAO reviewed Viet- 
nam veterans’ complaints regarding the Veterans Adminis- 
tration’s (VA) Agent Orange program and related issues. 
Findings/Conclusions: GAO found that, since 1978, more 
than 89,000 Vietnam veterans have been examined through 
VA services. Although the GAO veteran participant survey 
and investigation showed that the VA examinations were 
more thorough than the veterans perceived them to be, 
GAO believes that VA could reduce dissatisfaction and 
health concerns by providing more timely and thorough ex- 
aminations and by better dissemination of Agent Orange, 
health-related information to veterans. GAO reviewed disa- 
bility compensation claim issues and noted that the unrelia- 
bility of medical service records and the legal requirement 
for epidemiological studies of veterans exposed to Agent 
Orange suggest that the retroactive compensation period 
for claims should be changed. 
Recommendations to Congress: Congress should consider 
whether 38 U.S.C. 3010(g) should be amended to extend 
the retroactive compensation period for Agent-Orange- 
related disability claims to the date the initial claim was filed. 
Status: Action in process. 

Recommendations to Agencies: The Administrator of Veter- 
ans Affairs, through the chief medical director, should dis- 
continue the computerized Agent Orange registry and 
maintain a list of veterans who have had Agent Orange ex- 
aminations. 
Status: Recommendation no longer valid/action not intend- 
ed. VA again stated in its 60-day letter that it does not 
plan to implement this recommendation. VA said the reg- 
istry is a valuable tool in agency oversight of Agent 
Orange activities. 

The Administrator of Veterans Affairs, through the chief 
medical director, should revise the exposure history form 
and use the standard VA physical examination and medical 
history forms to gather more thorough information during 
Agent Orange examinations. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical officer, should require environmental physicians to 
review all examinations records to ensure that examinations 
are thorough and documented. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct VA physicians to document 
all findings for every factor described in VA Agent Orange 
program circulars for each examination. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
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medical director, should reemphasize to VA medical facili- 
ties the importance of providing examinations in a timely 
manner. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct VA medical facilities to en- 
sure that examining physicians are familiar with available in- 
formation on Agent Orange and that they provide this infor- 
mation to all veterans examined. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct VA medical facilities to in- 
form veterans seeking Agent Orange examinations of the 
examination’s limitations. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should require VA medical facilities to in- 
clude the Agent Orange examination program in the facili- 
ties’ systematic internal review process. 
Status: Action in process. 
The Administrator of Veterans Affairs, through the chief 
medical director, should develop and analyze statistics on 
the kinds of skin problems, tumors, and birth defects identi- 
fied in Agent Orange examinations, and make this informa- 
tion available to veterans. 
Status: Recommendation no longer valid/action not intend- 
ed. VA did not concur with the recommendation. VA said 
that any statistics that could be developed would be 
skewed due to the self-selected population. 
The Administrator of Veterans Affairs, through the chief 
medical director, should emphasize to VA medical facilities 
the importance of sending tissue samples taken from veter- 
ans who served in Vietnam to the Armed Forces Institute of 
Pathology. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should develop a monograph on Agent 
Orange’s potential for causing birth defects. 
Status: Action in process. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct VA medical facilities to pro- 
vide available information to veterans concerned about 
birth defects or to refer veterans to genetic counseling serv- 
ices for such information. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct VA medical facilities to fol- 
low up with all veterans examined before January 1981 to 
ensure that they have been provided their examination 
results. 



Status: Recommendation no longer valid/action not intend- 
ed. VA did not concur with the recommendation. It said 
that it is current/y using a health status questionnaire to 
follow-up on veterans who have had Agent Orange ex- 
aminations. 
The Administrator of Veterans Affairs, through the chief 
medical director, should direct all VA medical facilities to 
offer to send the Agent Orange pamphlet to all telephone 
callers interested in information about Agent Orange and 
advise callers when and where they can see the Agent 
Orange film. 
Status: Action completed. 
The Administrator of Veterans Affairs, through the chief 
medical director, should use public service announcements 
to advise veterans of VA Agent Orange services. 
Status: Action in process. 
The Administrator of Veterans Affairs, through the chief 
medical director, should work with State veterans’ affairs of- 
fices to advise veterans of available VA Agent Orange serv- 
ices. 
Status: Action completed. 

Agency Comments/Action 

VA has added the Agent Orange program to both internal 
and external review programs. VA is revising a program 
circular to direct environmental physicians to review all ex- 
amination records and to emphasize the importance of 
timely examinations. An information letter has already 
been issued to implement several other recommenda- 
tions. VA is also revising its internal review manual to re- 
quire medical centers to include the Agent Orange pro- 
gram in their reviews. However, VA disagreed with the 
recommendations that it: (1) discontinue the computer- 
ized Agent Orange registry; (2) develop and analyze statis- 
tics on the types of skin problems, birth defects, and tu- 
mors veterans have experienced; and (3) provide exami- 
nation results to veterans who had not received them. Re- 
garding the recommendation for legislative change, VA 
believes it appropriate to wait for results of scientific stud- 
ies before changing the retroactive compensation period. 
Studies are ongoing; results will not be available until at 
least 1987. 
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VA Is IUaking Efforts To Improve Its Nursing Home Construction Planning Process 
(HRD-83-58, 5-20-83) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

Pursuant to a congressional request, GAO analyzed the Vet- 
erans Administration’s (VA) justification for each nursing 
home construction project included in its fiscal year (Fy) 
1984 budget request to determine whether it had fully con- 
sidered local conditions and less costly alternatives. 
Findings/Conclusions: GAO stated that the processes VA 
used to plan, justify, and rank in priority order the seven 
nursing home projects proposed for FY 1984 funding were 
essentially the same as described in a previous GAO report. 
VA planned and justified the projects using national need 
projections without obtaining much input about local needs 
and resources or thoroughly considering potentially less 
costly alternatives. 
Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should include information on local needs and 

resources and a discussion of the VA consideration of less 
costly alternatives, such as conversion, renovation, and 
greater use of community nursing homes, as part of the 
budget justfficatron for each proposed nursing home con- 
struction project beginning with its Fy 1985 budget request. 
Status: Action in process. 

Agency Comments/Action 

VA concurred with the recommendation and agreed to im- 
plement responsive changes during the fiscal year 1985 
budget cycle. VA advised GAO that guidelines were being 
drafted to ensure that the recommended information is in- 
cluded in all future nursing home justifications. 
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VETERANS ADMINISTRATION 

Better Management and Price Negotiation Will improve the VA Multiple Award Schedule Program 
(NSIAD-83-33, g-20-83) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

GAO reviewed the Veterans Administration’s (VA) procure- 
ment of drugs and pharmaceuticals, medical equipment, 
and subsistence products through the multiple award 
schedule (MAS) program, under which VA and other agen- 
cies procure certain supplies directly from vendors at a 
negotiated price. 
Findings/Conclusions: GAO found that VA may not be ob- 
taining the lowest prices possible under the MAS program 
because: (1) prices offered by vendors are not fully 
anabed; (2) inadequate and unreliable vendor-submitted 
data are used for negotiations; and (3) offers are frequently 
accepted without counteroffers or negotiations. Manage- 
ment of the MAS program is also hampered by the large 
volume of products and contracts. In addition, GAO found 
that the format of the drug and pharmaceutical schedules 
does not provide customers with sufficient information to 
make buying decisions. 
Recommendations to Agencies: The Administrator of Veter- 
ans Affairs should direct the Assistant Deputy Administrator 
for Procurement and Supply to develop and maintain a 
combined generic and brand name schedule with unit 
costs for drug and pharmaceutical products. 
Status: Action in process. 
The Administrator of Veterans Affairs should direct the VA 
Marketing Center to: (1) identify MAS products that can be 
procured competitively; (2) eliminate product groups that 
fall below established sales volume criteria; and (3) estab- 
lish a negotiation objective that prevents awarding contracts 
that will not be cost effective. 
Status: Action in process. 

The Administrator of Veterans Affairs should direct the VA 
Marketing Center to: (1) obtain specific product discount in- 
formation from vendors who now provide only the range of 
discounts given to their most favored customers; (2) per- 
form required price analyses utilizing all available informa- 
tion; (3) establish specific price or discount negotiation ob- 
jectives; and (4) negotiate vendor offers, even though most 
favored customer status is the initial offer, when price analy- 
ses indicate that VA should obtain a lower price. 
Status: Action completed. 

Agency Comments/Action 

VA agreed with several recommendations concerning the 
means of obtaining the best discounts from the vendor’s 
prices. It also agreed to reduce the number of contractors 
and product groups in the multiply award schedule pro- 
gram and allow the VA Marketing Center to efficiently use its 
resources. Actions to implement these recommendations 
were underway, according to VA. VA agreed that a reco- 
mendation to develop and maintain a combined generic 
and brand name schedule with unit costs for drug and 
pharmaceutical products would be beneficial, but noted 
that the initial time and costs required to implement the 
recommendation would be considerable. VA planned to 
continue implementing the recommendation on a cost- 
beneficial basis. 
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VETERANS ADMINISTRATION 

Opportunities To Reduce Fee-Basis Pharmacy Costs 
(HRD-83-83, 9-27-83) 

Budget Function: Veterans Benefits and Services: Hospital and Medical Care for Veterans (703.0) 

GAO reviewed Veterans Administration (VA) efforts to re- 
duce the number and cost of prescriptions filled by private 
pharmacies on a VA-reimbursable fee-for-service basis. 
Findings/Conclusions: GAO found that, in fiscal year 1982, 
VA paid private pharmacies about $10.5 million in prescrip- 
tions for veterans with service-connected disabilities. VA 
determined that only about 5 percent of the fee-basis 
prescriptions needed to be filled by private pharmacies. 
Such prescriptions cost VA about twice as much as 
prescriptions filled through VA pharmacies. GAO noted 
that although VA is making progress in reducing the per- 
centage of fee-basis prescriptions filled by private pharma- 
cies, over 20 percent of those prescriptions were filled by 
private pharmacies at six facilities contacted by GAO. 
Recommendations to Agencies: The Administrator of Veter- 
ans Affairs, through the Chief Medical Director, should: (1) 
direct VA clinics of jurisdiction to have pharmacists review 
fee pharmacy prescriptions to Identify duplicate prescrip- 
tions, excessive quantities of drugs, and prescriptlons that 
should have been filled by the VA pharmacy; (2) reem- 
phasize, to clinics of jurisdiction, the importance of having 
Medical Administration Service clerks review fee pharmacy 
prescriptions to ensure that payments do not exceed the 
limits established by the VA prescription schedule; (3) revise 
the fee-basis manual to direct VA clinics of jurisdiction to in- 
struct veterans to send prescriptions for nonemergencies to 
VA for filling and to deny payment for subsequent prescrip- 
tions if veterans disregard the request; (4) revise VA drug re- 
imbursement. policies to incorporate Medicaid “maximum 
allowable cost” provlsions; (5) direct VA clinics of jurisdic- 
tion to fill prescriptions for non-service-connected condo- 
tions only if the clinic’s staff and facilities are not needed to 

fill prescriptions for veterans with service-connected condi- 
tions, including those fee-basis prescriptions for nonemer- 
gencies; (6) establish priorities for providing outpatient 
prescriptions to veterans with no service-connected condi- 
tions based on a veteran’s ability to pay for prescriptions 
from private sources; and (7) establish a system for periodi- 
cally monitoring clinics of jurisdiction compliance with fee- 
basis pharmacy policies and procedures. 
Status: No action initiated. Date action planned not known. 

Agency Comments/Action 
VA agreed to revise its internal manuals to: (1) specify that 
VA pharmacists review fee-basis prescriptions; (2) estab- 
lish a procedure to identify prescriptions which VA should 
fill rather than private pharmacies; and (3) provide for pro- 
fessional review and audit of fee-basis prescriptions. VA 
also instructed its clinics of jurisdiction to ensure that their 
payments for Fee pharmacy prescriptions do not exceed 
VA limits. VA did not agree to incorporate Medicaid “max- 
imum allowable cost” provisions because the Health Care 
Financing Administration was reconsidering this program. 
VA did not agree to fill prescriptions for veterans with no 
service-connected disabilities only if staff and facilities 
were available because: (1) staffing is based on the size of 
the eligible veteran population using VA facilities, not just 

those with service-connected disabilities; and (2) adminis- 
tsative costs would exceed any resources to be saved. VA 
also did not agree to prioritize nonservice-connected vet- 
erans’ eligibility for outpatient prescriptions based on the 
veterans’ ability to pay because, once VA determines that 
a veteran is eligible for care, VA provides all appropriate 
care. 
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Uncertam Quahty. Energy Savmgs. 
and Future Productton Hamper the 
Weatherization Program 
(EMD-82-2) 139 

3 

244 Agency Implementation of Cost Ac- 
countmg Standards. Generally Good 
but More Trammg Needed 
(PLRD-82-51) 

Department of Health and Human 
Services 

Department of Education 
Adverse Opimon on the Ftnanctal 

Statements of the Student Loan In- 
surance Fund for FY 1980 
tAFMD-82-52) 

54 

Bonneville Power Admtnistration 
Control System‘s Computer Security 
(FOD. 3-18-83) 146 

Actton Needed To Avert Future Over- 
payments to States for AFDC Foster 
Care 
(HRD-81-73) 153 

135 

Benchmarkmg Costly and Difficult. 
but Often Necessary When Buymg 
Computer Equipment or Services 
(AFMD-83-51 

Bonnevtlle’s ADP Resource Manage- 
ment Controls Show Improvement. 
hut More Needs To Be Done 
(AFMD-83-63) 147 

Actions Underway To Reduce Dehn- 
quenctes m the Health Professtons 
and Nursmg Student Loan Programs 
(AFMD-83-7) 183 

357 

Controls Over Foreign Students m 
U.S Postsecondary Institutions Arc 
Stdl Ineffecttve 
(HRD-83.27) 

52 

Admmistratton of Hill-Burton As- 
surances and Loan Assistance Pro- 
gram Needs To Be Improved 
(HRD-82-87) 176 

137 

Dtsclaimer of Opmton on the Fmanctal 
Statements of the Pension Benefit 
Guaranty Corporation for FY 1980 
(AFMDX?-42) 

Congress Should Extend Mandate To 
Experiment With Alternative Bid- 
dmg Systems m Leasmg Offshore 
Lands 

Cleanmg Up Nuclear Facilities An 
Aggressive and Umfied Federal Pro- 
gram Is Needed 
(EMD-82-40) 

106 

390 

Implementmg GAO’s Recommenda- 
tions on the Social Security Admm- 
istratton’s Programs Could Save Btl- 
hens 
(HRD-81-37) 

(RCED-83-139) 
Department of Agriculture Could DO 

More To Help Farmers Conserve 
Energy 
(EMD-82-30) 

248 

Better Accountabtltty Procedures 
Needed in NSF and NIH Research 
Grant Systems 
(PAD-81-29) 

Better Use of Information Technology 
Can Reduce the Burden of Federal 
Paperwork 
IGGD-83-39) 23 

38 

62 

Improved Admmlstratton of the Voca- 
tional Rehabilitation Program 
Would Provtde More Effective Utdt- 
zation of Program Funds 
(HRD-82.95) 

DOE Funds New Energy Technologtea 
Wtthout Estimatmg Potenttal Net 
Energy Yields 
(IPE-82-I) 

Centers for Dtsease Control Should 
Charge Fees for Various Diagnostic 
Laboratory Services 
(HRD-82-70) 180 

140 

136 

Pohcies on U S. Citizens Studymg 
Medtcme Abroad Need Remet and 
Reappraisal 
(HRD-81.32) 

Federal Cwhan Agenctes Can Better 
Manage Their Atrcraft and Related 
Serwces 
(PLRD-83-64) 

Centers for Dtsease Control Should 
Discontinue Certain Dtagnosttc 
Tests and Charge for Others 
fHRD-8.3-37) 190 

102 

65 

Greater Commitment Needed To 
Solve Contmumg Problems at Three 
Mde Island 
(EMD-81-106) 

Complete and Accurate lnformatton 
Needed m Social Sccunty’s Auto- 
mated Name and Number Files 
(HRD-82-18) 174 

67 
Prtsoners Recewmg Social Security 

and Other Federal Renrement, Dts- 
abihty. and Education Benefits 
(HRD-82-43) 

Hazards of Past Low-Level Radtoac- 
tive Waste Ocean Dumping Have 
Been Overemphastzed 
(EMD-82-9) 

Discontmumg Social Security’s Cur- 
rently Insured Benefit Provision 
Would Save Milhons and Ehmmate 
Inequtttes 
IHRD-82.51) 173 

Revue* of the Upward Bound Pro- 
gram 
(HRD-83.19) 

Use of Program Income by Evalua- 
tton, Dtssemmation. and Assess- 
ment Centers Supported by OBEM- 
LA 
(HRD-82-63) 

66 

138 

134 

Increased Producttvtty in Processmg 
Travel Claims Can Cut Admmlstra- 
ttve Costs Stgmftcantly 
(AFMD-81-18) 

Exammation of the Social Security Ad- 
mmistratton’s Systems Modermza- 
tton Plan 
(HRD-82-831 175 

Internal Control Weaknesses at De- 
partment of Energy Research La- 
boratories 
(AFMD-83-38) 

315 

5 

144 

Family Plantung Chmcs Can Provtde 
Services at Less Cost but Clearer 
Federal Pohctes Are Needed 
(HRD-81-68) 156 

435 



Department of Health and Human Services Agency/Organization Index 

Federal Oversight of State Medicaid 
Management InformatIon Systems 
Could Be Further Improved 
(HRD-82-99) 

Guidance and InformatIon Needed on 
the Use of Machine Readable 
Claims Under Medlcare and Medi- 
caid 
(HRD-82-30) 

HHS Ability To Effectwely Implement 
Incentive Fundmg for State Infor- 
matIon Systems m the Ald to Fame- 
lies With Dependent Chddren Pro- 
gram 
(HRD-81-119) 

HHS Moves To Improve Accuracy of 
AFDC Admimstratwe Cost Alloca- 
tion: Increased Oversight Needed 
(HRD-81-51) 

lmplementmg GAO’s Recommenda- 
tions on the Social Security Admin- 
istration’s Programs Could Save Bil- 
lions 
(HRD-81.37) 

Improved Quality. Adequate Re- 
sources. and Consistent Overstght 
Needed If Regulatory Analysis Is To 
Help Control Costs of Regulattons 
(PA D-83-6) 

Improvmg Medwaid Cash Manage- 
ment Will Reduce Federal Interest 
costs 
(HRD-81-94) 

Improving Medicare and MedIcaId 
Systems To Control Payments for 
Unnecessary Physxlans’ Serwces 
(HRD-83-16) 

Inaccurate Fund Transfers Between 
Social Security Admimstration and 
RaIlroad Rehrement Board 
(HRD-83-2) 

Increased Productiwty m Processmg 
Travel Claims Can Cut Adnumstra- 
twe Costs Significantly 
(AFMD-81-18) 

Indian Health Serwce Not Yet Dlstn- 
butlng Funds Equitably Among 
Tribes 
(HRD-82-54) 

Informing the Pubhc About Food--A 
Strategy Is Needed for Improwng 
Commumcation 
(CED-82-12) 

Legislative and Admlntstratlve 
Changes Needed To Improve Regu- 
lation of Drug Industry 
(HRD-83-24) 

Legislative and Adrnlnlstrattve 
Changes To Improve Verification of 
Welfare Recipients’ Income Could 
Save Millions 
(HRD-82-9) 

Me&cad’s Quahty Control System Is 
Not Reahzmg Its Full Potential 
(HRD-82-6) 

Medicare Home Health Serwces: A 
Difficult Program To Control 
(HRD-U-155) 

Me&care Payments for Durable Medl- 
cal Eqmpment Are Higher Than 
Necessary 
(HRD-82-61) 

436 

179 

169 

158 

154 

62 

372 

155 

186 

68 

5 

177 

43 

189 

41 

163 

161 

178 

Medicare’s Reimbursement Pohcles 
for Durable MedIcal Eqwpment 
Should Be Modified and Made More 
Consistent 
(HRD-81-140) 

MedicareiMechcmd Funds Can Be 
Better Used To Correct Deficiencies 
in Indian Health Service Faahties 
(HRD-83-22) 

Millions Can Be Saved Through Better 
Energy Management In Federal 
Hospitals 
(HRD-82-77) 

Need To Clarify IHS Responslbihties 
for MaIntamIng In&an Water and 
Samtation Facilities 
(HRD-80-14) 

Need To Ehminate Payments for Un- 
necessary Hospital Ancillary Serv- 
ices 
(HRD-83-74) 

Need To Estabhsh MedIcaId Standards 
for IntermedIate Care Facilities for 
the Mentally Retarded 
(HRD-82-57) 

Opportumtles To Reduce Me&care 
Costs Under the End Stage Renal 
Disease Program for Home Dialysis 
Patients 
(HRD-83-28) 

Phywian Cost-Contamment Trammg 
Can Reduce Medical Costs 
(HRD-82-36) 

Polwes on U.S Citizens Studymg 
Mechcme Abroad Need Rewew and 
Reappraisal 
(HRD-81-32) 

Prtsoners Recewng Social Security 
and Other Federal Retirement. Dw 
ability. and Education Benehts 
(HRD-82-43) 

Progress Made m Federal Human Nu- 
trltlon Research Planmng and Coor- 
dlnatlon: Some Improvements 
Needed 
ICED-82-56) 

RestrictIons on AbortIon and Lobby- 
ing Actwties in Family Planmng 
Programs Need Clanficahon 
(HRD-82-106) 

Savings Possible by Modifymg Me& 
care’s Waiver of Liabihty Rules 
(HRD-83-38) 

Several States Have Not Properly Im- 
plemented Certain AFDC Prow- 
sions of the Ommbus Budget Recon- 
ciliatlon Act of 1981 
(HRD-83-56) 

Social Security Admmlstratlon Needs 
To Protect Agamst Possible Con- 
flicts of Interest m Its Dlsablhty Pro- 
grams 
(HRD-83-65) 

Social Security Needs To Better Plan. 
Develop, and Implement Its Malor 
ADP Systems Redesign Projects 
(HRD-81-47) 

Social Security’s Field Office Manage- 
ment Can Be Improved and Mdhons 
Can Be Saved Annually Through In- 
creased Productwity 
(HRD-82-47) 

160 

194 

55 

151 

195 

172 

185 

170 

65 

66 

44 

182 

188 

191 

192 

152 

171 

Solwng Social Security Computer 
Problems: Comprehenwe Correc- 
twe Actlon Plan and Better Manage- 
ment Needed 
fHRD-82-19) 

Speedmg Up the Drug Rewew Proc- 
ess Results Encouragmg but Prog- 
ress Slow 
fHRD-82-161 

SSA Needs To Determme the Cost Ef- 
fectweness of the SSI Redetermma- 
tlon Process and To Implement 
Recommendations Made for Elim- 
mating Erroneous Payments 
(HRD-82-126~ 

The Congress Should Mandate Forma- 
tlon of a Mlhtary-VA-Cwlhan Con- 
tmgency Hospital System 
(HRD-80-76) 

The Social Security AdministratIon’s 
Management of Personal Property 
at Headquarters Needs Improve- 
ment 
(HRD-83-50) 

VA Improved Penslon Program. Some 
Persons Get More Than They 
Should and Others Less 
(HRD-80-61) 

Division of Cost Allocation 
HHS Moves To Improve Accuracy of 

AFDC Admmwrarwe Cost Alloca- 
tion. Increased OversIght Needed 
(HRD-81-51) 

Otfice of Human Development Sarvlces 
Actlon Needed To Avert Future Over- 

payments to States for AFDC Foster 
Care 
(HRD-81-73) 

Region V, Chicago, IL 
Rewew of Me&care and MedicaId Du- 

phcate Payments m Mlctugan 
(HRD-83-43) 

Department of Health, Education, and 
Welfare 

Federal Domestx Food Assistance 
Programs A Tlrne for Assessment 
and Change 
(CED-78.Il3) 

HEW Must Improve Control Over Bd- 
hens m Cash Advances 
(FGMSD-80-6) 

Need for HEW To Recover Federal 
Funds m Uncashed AFDC Checks 
(HRD-79-68) 

The Special Supplemental Food Pro- 
gram for Women. Infants. and &I- 
dren (WlC)--How Can It Work 
Better? 
ICED-79.55) 

Rehabilltatlon Services Administration 
Improved Admmlstratlon of the Voca- 

tlonal Rehabllltatlon Program 
Would Prowde More Effectwe Utah- 
zatlon of Program Funds 
(HRD-82-95) 

167 

16.5 

181 

60 

193 

69 

154 

153 

187 

39 

149 

146 

106 

136 



Agency/Organization Index Department of Justice 

Department of Housing and Urban De- 
velopment 

Are Agencies Domg Enough or Too 
Much for Archeological Preserva- 
t1on’J Gutdance Needed 
(CED-a-61) 19 

Defaulted Title I Home Improvement 
Loans-Highly Vulnerable to Fraud. 
Waste, and Abuse 
(AFMD-8?-14, 197 

Financtal Institution Regulatory Agen- 
cies Can Make Better Use of Con- 
sumer Complamt Information 
(GGD-83-31) 95 

HUD Should Strengthen Mortgagee 
Monitoring To Reduce Losses 
ICED-81.108) 196 

HUD’s Loan Serwcmg Contracts for 
Multlfamtly Mortgages Need Better 
Management 
(RCED-83-78) 199 

Increased Productwity m Processmg 
Travel Claims Can Cut Admmistra- 
twe Costs Significantly 
(AFMD-81.18) 5 

Leglslatlve and AdminIstrative 
Changes To Improve Venficatlon of 
Welfare Rectptents’ Income Could 
Save Mllhons 
(HRD-82-9) 41 

New Performance Appraisals Beneft- 
coal but Refinements Needed 
(GGD-83-72) 386 

Rental Rehabihtatton With LImIted 
Federal Involvement: Who Is Domg 
It? At What Cost? Who Benefits? 
(RCED-83-148) 201 

Rewtahzmg DIstressed Areas Through 
Enterprise Zones Many Uncertam- 
ties Exist 
(CED-82-78) 50 

Federal Insurance Administration 
NatIonal Flood Insurance Program: 

Mayor Changes Needed if It Is To 
Operate WIthout a Federal Subsidy 
(RCED-83-53) 337 

Department of Justice 
Bank Merger Process Should Be 

Modermzed and Slmphfied 
(GGD-82-53) 81 

Bank Secrecy Act Reporting Require- 
ments Have Not Yet Met Expecta- 
tlons. Suggestmg Need for Amend- 
ment 
(GGD-81-80) 2.54 

Better Care and Disposal of Seized 
Cars, Boats. and Planes Should Save 
Money and Benefit Law Enforce- 
ment 
(PLRD-83-94) 80 

Changes Needed m Witness Security 
Program 
(GGD-83.25) 212 

nges Needed To Deter Violattons 
Fax Labor Standards Act 

+RD-81-60) 218 

Commumty-Based Correcttonal Pro- 
grams Could Be More Extenwely 
Used Wlthm the Federal Cnmmal 
JustIce System 
(GGD-82-69) 

Federal Cwhan Agenctes Can Better 
Manage Their Awcraft and Related 
Services 
(PLRD-83-64) 

Federal Drug InterdIctIon Efforts 
Need Strong Central OversIght 
(GGD-83-52) 

Federal Parole Practices: Better Man- 
agement and LegIslatlve Changes 
Are Needed 
(GGD-82-l) 

Further Improvements Needed In 
EEOC Enforcement Actwmes 
(HRD-81-29) 

Greater OversIght and Unlformtty 
Needed m U.S. Attorneys’ Prosecu- 
me Pohcles 
(GGD-83-11) 

Improved Federal Efforts Needed To 
Change Juvemle DetentIon Prac- 
tices 
(GGD-83-23) 

Improved Prison Work Programs Wdl 
Benefit Correctronal Instltutlons and 
Inmates 
(GGD-82-37) 

Investigation To Reform Teamsters’ 
Central States PensIon Fund Found 
Inadequate 
(HRD-82-13) 

Leglslatwe Changes Are Needed To 
Handle Certain Cases Under the 
Federal Youth CorrectIons Act 
(GGD-83-40) 

Lessons Can Be Learned From Correc- 
tions’ Reduction-In-Force Resultmg 
From Budget Cutbacks 
(GGD-83-22) 

Major System Acquwtton Manage- 
ment m the Department of JustIce 
(GGD-82-18) 

MIllIons of Dollars In Charges for 
Housmg D C Prisoners m Bureau 
of Prtsons’ Institutions Are tn 
Dispute 
(GGD-83-44) 

Potential Problem Wnh Federal Tax 
System Postemployment Confhcts of 
Interest Can Be Prevented 
(GGD-81-87) 

Streamhnmg Legal Rewew of Cnmmal 
Tax Cases Would Strengthen En- 
forcement of Federal Tax Laws 
(GGD-81-25) 

Stronger Crackdown Needed on Clan- 
destme Laboratories Manufacturmg 
Dangerous Drugs 
lGGD-82-6) 

Stronger Federal Effort Needed m 
Fight Agamst Orgamzed Cnme 
IGGD-82-2) 

The Bureau of Prisons Can Take Cer- 
taln ActIons To Make Sure !ts 
CorrectIonal Tramtng Is Both Rele- 
vant and Cost Effectwe 
IGGD-82-75) 

207 

102 

73 

16 

98 

209 

75 

206 

70 

211 

309 

205 

83 

78 

77 

202 

203 

208 

U S Marshals Can Serve Cwtl Process 
and Transport Prisoners More Effi- 
c1ently 
(GGD-82-8) 

Untform Gwdellnes on Employee 
SelectIon Procedures Should Be Re- 
wewed and Rewed 
(FPCD-82-26) 

Weak Internal Controls Make the De- 
partment of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud. Waste. and Abuse 
(AFMD-81-46) 

Immigration and Naturalization Service 
A Strategy Is Needed To Deal With 

Peakmg Problems at InternatIonal 
AIrports 
(GGD-83-4) 

Controls Over Foreign Students m 
U S. Postsecondary Instltutlons Are 
Stdl Ineffectwe 
(HRD-83-27) 

Improved Federal Efforts Needed To 
Change Juvemle Detentton Prac- 
tlces 
(GGD-83-23) 

Justice Management Division 
Major System Acqulsitlon Manage- 

ment m the Department of JustIce 
(GGD-82-18) 

Office of Juvenile Justice and Delinquency 
Prevention 
Improved Federal Efforts Needed To 

Change Juvemle DetentIon Prac- 
tlces 
(GGD-83-23) 

Office of the Attorney General 
Fundmg Gaps Jeopardrze Federal 

Government Operations 
(PAD-N-31) 

United States Marshals Service 
Better Care and Disposal of Seized 

Cars. Boats. and Planes Should Save 
Money and Benefit Law Enforce- 
ment 
(PLRD-83-94) 

Changes Needed m Wnness Security 
Program 
(GGD-83-25) 

Improved Federal Efforts Needed To 
Change luvemle DetentIon Prac- 
tlces 
(GGD-83-23~ 

US Marshals Can Serve Cwl Process 
and Transport Prisoners More Effi- 
nently 
IGGD-82-S) 

United States Parole Commission 
Federal Parole Pracnces Better Man- 

agement and Leglslatwe Changes 
Are Needed 
(GGD-82-l) 

84 

72 

216 

272 

137 

75 

205 

75 

6 

80 

212 

75 

84 

16 

437 



Department of Justice Agency/Organization Index 

Legislative Changes Are Needed To 
Handle Certam Cases Under the 
Federal Youth Corrections Act 
(GGD-83-40) 

Welfare Recqnents’ Income Could 
Save Millions 
(HRD-82.9) 41 

Internattonal Assistance to Refugees 
m Africa Can Be Improved 
(10-83-2) 88 

211 

United States Parole Commlsslon: National 
Appeals Board 
Federal Parole Practices Better Man- 

agement and Legtslative Changes 
Are Needed 
(GGD-82-I) 

Revltahzing Distressed Areas Through 
Enterprise Zones: Many Uncertam- 
ties Exist 
(CED-82-78) 50 

Lessons Learned From AID’s Private 
Sector Development Efforts in E- 
gypt 
(ID-83-18) 404 

16 

Servxe Contract Act Should Not Ap- 
ply to Service Employees of ADP 
and High-Technology Compames 
(HRD-80-102) 214 

Lessons To Be Learned From Offset- 
tmg the Impact of the Sowet Gram 
Sales Suspension 
(CED-81-110) 110 

Department of Labor 
Allegations Related to the Processing 

of Injured Employees’ Hearing Loss 
Claims 
(HRD-82-102) 

Strong Central Management of Office 
Automation Will Boost Produchtity 
(AFMD-82-54) 35 

221 
Better Management of Private PensIon 

Plan Data Can Reduce Costs and 
Improve ERISA Admmlstration 
(HRD-82-12) 

Stronger Federal Efforts Needed for 
Provldmg Employment Opportum- 
ties and Enforcmg Labor Standards 
in Sheltered Workshops 
(HRD-81-99) 

Obstacles to U.S Ablhty To Control 
and Track Weapons-Grade Uram- 
urn Supphed Abroad 
(10-82-21) 141 

21 

Pohc~cs on U S. Citizens Studying 
MedIcme Abroad Need Revtew and 
Reapprmsal 
(HRD-81-32) 65 

85 

The Davis-Bacon Act Should Be Re- 
pealed 
(HRD-79-18) 1 

Problems Hamper Fortxgn Commer- 
clal Service’s Progress 
(10-83-10) 51 

Changes Needed To Deter Violations 
of Fan Labor Standards Act 
(HRD-81-W) 218 

Concerns About Controlling Union 
Employees’ Benefit Funds by the 
Carpenters Collection Agency, 
Youngstown, OH 
(HRD-83-8) 

The Department of Labor Has Not 
Adequately Controlled Office of Job 
Corps InformatIon Collection Acuv- 
ities 
(GGD-82-100) 

State Department’s Office of Inspector 
General Should Be More Independ- 
ent and Effectwe 
(A FMD-83.56) 228 

222 

223 
Congress Should Consider Repeal of 

the Service Contract Act 
(HRD-83-4) 

Uniform Guidelines on Employee 
Selection Procedures Should Be Re- 
vlewed and Revised 
(FPCD-82-26) 

Status of U S.-Saud1 ArabIan Jomt 
Commlsston on Econormc Coopera- 
tlon 
(10-83-32~ 273 

72 

371 
Corrective ActIons Taken or in Process 

To Reduce Job Corps’ Vulnerabihty 
to Improper Use of Contracting Au- 
thority 
(HRD-83-66) 

Weak Internal Controls Make the De- 
partment of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud, Waste. and Abuse 
(AFMD-81-46) 

The Challenge of Enhancmg Mlcrone- 
slan Self-Sufficiency 
(10-83-l) 243 

216 

The Federal Audit Function m the 
Terntones Should Be Strengthened 
(AFMD-82.23) 91 

227 

Department of Labor Has Falled To 
Take the Lead in Promoting Private 
Sector Productivity 
(AFMD-81.10) 215 

Oflice of the Inspector General 
Labor Inaccurately Pmd Black Lung 

Benefits--Some Corrective ActIons 
Taken but More Are Needed 
(HRD-83-46) 

Uncertamtles Surround Future of U S 
Ocean Mmmg 
(NSIAD-83-41) 308 

225 

407 

67 

Unreahstic Use of Loans To Support 
Foreign Mditary Sales 
(10-835) 

Fundmg of State and Local Govern- 
ment Pension Plans: A Natlonal 
Problem 
(HRD-79-66) 2 

Funds Needed To Develop CPI Quali- 
ty Control System 
(GGD-83-32) 

Department of State 
Africa’s Agricultural Policies--A More 

Concerted Effort Will Be Needed If 
Reform Is Expected 
(NSIAD-83-36) 

otflce of Security 
State Department’s Office of Inspector 

General Should Be More Independ- 
ent and Effective 
(AFMD-83-56) 

57 

228 
224 

Improvements Needed in Financial 
Management of GSA’s Teleprocess- 
ing Services Program 
(AFMD-U-8) 

Changes Needed in U.S. Assistance 
To Deter Deforestation m Develop- 
mg Countries 
(10-82-50) 

Investlgatlon To Reform Teamsters’ 
Central States Pension Fund Found 
Inadequate 
(HRD-82-13) 

359 

70 

Changes Needed To Forge an Effec- 
tive RelatIonstip Between AID and 
Voluntary Agencies 
(10-82-25) 

Office of the Inspector General 
State Department’s Office of Inspector 

General Should Be More lndepend- 
ent and Effectwe 
(AFMD-83-56) 228 

402 

Job Corps Should Stop Using Prohibit- 
ed Contracting Practices and Recov- 
er Improper Fee Payments 
(HRD-82-93) 

Examination of Fiscal Year 1981 Over- 
seas Private Investment Corporation 
Fmancial Statements and Related Is- 

Department of the Alr Force 
The Congress Should Mandate Forma- 

tlon of a Mihtary-VA-CIvIlian Con- 
tmgency Hospital System 
(HRD-80-76) 60 

220 

sues 
(10-82-33) 

Labor Inaccurately Paid Black Lung 
Benefits--Some Corrective Actions 
Taken but More Are Needed 
(HRD-83-46) 

Export Control Regulation Could Be 
Reduced Without Affectmg NatIon- 
al Security 
(10-82-14) 

225 

Legislahon Authorized Benefits With- 
out Adequate Evidence of Black 
Lung or Dlsabdity 
(HRD-82.26) 

Federal Drug Interdiction Efforts 
Need Strong Central Oversight 
(GGD-83-U) 

403 

49 

73 

Department of the Army 
Changes m Federal Water Project 

Repayment Poltcles Can Reduce 
Federal Costs 
(CED-81-77) 27 

219 

Legislative and Administrative 
Changes To Improve Venficatlon of 

Implementing GAO’s Recommenda- 
tions on the Sonal Security Admm 
lstratlon’s Programs Could Save Bil- 
lions 
(HRD-81-37) 62 

Developing Alaska’s Energy Re- 
sources: ActIons Needed To Stimu- 
late Research and Improve Wet- 
lands Permit Processmg 
(EMD-82-44) 30 

430 



Agency/Organization Index Department of the interior 

Federal Involvement in the Mount St 
Helens Daaster Past Expenditures 
and Future Needs 
(RCED-83-16) 301 

Improved Federal Efforts Needed To 
Change Juvenile DetentIon Prac- 
tlces 
(GGD-83-23) 75 

Health and Safety Deficiencies Found 
at Water Recreation Areas 
(CED-81.88) 

Department of the Interior 
Actions Needed To Increase Federal 

Onshore 011 and Gas Exploration 
and Development 
(EMD-81-40) 36 

26 

Improved Planning Needed by Corps 
of Engmeers To Resolve Environ- 
mental, Techmcal and Financial Is- 
sues on the Lake Pontchartrain Hur- 
ricane Protection Prolect 
(MASAD-82.39) 

Analysts of the Powder River Basm 
Federal Coal Lease Sale: Economic 
Valuation Improvements and Leg- 
lslative Changes Needed 
(RCED-83-119) 

Improvements Needed m Financial 
Management of GSA’S Teleprocess- 
ing Services Program 
(AFMD-83-8) 359 

247 

Improvements Needed m the Account- 
mg for Personal Property 
(AFMD-82-84) 235 

300 

Reforming Interest Prbvislons m Fed- 
eral Water Laws Could Save Mil- 
hens 
(CED-82-3) 

Are Agencies Doing Enough or Too 
Much for ArcheologIcal Preserva- 
tloo? Gmdance Needed 
(CED-81-61) 19 

Increased Productivity m Processing 
Travel Claims Can Cut Admmlstra- 
tlve Costs Significantly 
(AFMD-81-18) 5 

29 

Sharmg the Cost of Makmg Federal 
Water Project Feaslbihty Studies 
(RCED-83-18) 

Better Data Needed To Determme the 
Extent to Which Herblcldes Should 
Be Used on Forest Lands 
(CFLlMI-46) 

Increasmg Entrance Fees NatIonal 
Park Serwce 
(CED-82-84) 236 

47 
45 

The Congress Should Mandate Forma- 
tlon of a Mlhtary-VA-Civilian Con- 
tmgency Hospital System 
(HRD-80-76) 

Better Management of National Park 
Concessions Can Improve Services 
Prowded to the Pubhc 
(CED-80-102) 

Intenor’s Program To Review With- 
drawn Federal Lands 
(RCED-83-26) 69 

60 229 

Water Sales Contracts From Mlssoun 
River Reservoirs Need To Reqmre 
Reimbursement for Operation and 
Maintenance Expenses 
(CED-82-123) 

Changes In Federal Water ProJect 
Repayment Policies Can Reduce 
Federal Costs 
(CED-81-771 

Intenor’s Report of Shut-In or Flaring 
Wells Unnecessary. but Oversight 
Should Continue 
(RCED-83-10) 240 

27 
31 

19 

27 

30 

Changmg Ownership Wltlun the U.S 
Mmerals Industry: Possible Causes 
and Steps Needed To Determme the 
Effects 
(EMD-82-41) 

Lands m the Lake Chelan NatIonal 
Recreation Area Should Be Re- 
turned to Private OwnershIp 
ICED-81.10) 231 

Corps of Engineers 
Are Agencies Doing Enough or Too 

Much for ArcheologIcal Preserva- 
tlon’J Guidance Needed 
(CED-81-61) 

234 

Malor Improvements Needed m the 
Bureau of In&an Affairs’ Account- 
mg System 
(AFMD-82-71) 237 

Changes m Federal Water Prolect 
Repayment Pohcles Can Reduce 
Federal Costs 
(CED-81-77) 

Coal Exchange Management Contin- 
ues To Need Attention 
(RCED-83-58) 245 

NatIonal Defense-Related Sliver 
Needs Should Be Reevaluated and 
Alternatwe Disposal Methods Ex- 
plored 
fEMD-82-24) 333 

Developing Alaska’s Energy Re- 
sources: Actlons Needed To Stlmu- 
late Research and Improve Wet- 
lands Permit Processing 
(EMD-82-44) 

Comphance With the Department of 
the Intenor’s Cost Recovery Pro- 
gram Could Generate Substantial 
AdditIonal Revenues 
(RCED-83-94) 250 

NatIonal Parks’ Health and Safety 
Problems Gwen Pnonty: Cost Estl- 
mates and Safety Management 
Could Be Improved 
(RCED-83-59) 246 

Federal Involvement m the Mount St. 
Helens Disaster: Past Expenditures 
and Future Needs 
(RCED-83-161 

Congress Should Extend Mandate To 
Experiment With Alternatwe Bid- 
dmg Systems m Leasmg Offshore 
Lands 
(RCED-83-139) 

New Performance Apprmsals Benefi- 
clal but Refinements Needed 
(GGD-83-72) 366 

246 

301 

Health and Safety Deficiencies Found 
at Water Recreation Areas 
(CED-81-88) 

Developing Alaska’s Energy Re- 
sources: ActIons Needed To &mu- 
late Research and Improve Wet- 
lands Perrmt Processmg 
(EMD-82-44) 

011 and Gas Royalty Collections- 
Longstandmg Problems Costmg Md- 
hens 
(AFMD-82-6) 233 

26 
30 

Improved Planning Needed by COTS 
of Engmeers To Resolve Environ- 
mental. Techmcal and Financial Is- 
sues on the Lake Pontchartram Hur- 
wane Protection Prolect 
(MASAD-82-39) 

Facditles m Many NatIonal Parks and 
Forests Do Not Meet Health and 
Safety Standards 
(CED-80.115) 

Outlook for Acluewng Fiscal Year 
1983 Offshore Revenue Estimate. 
Possible but Not Likely 
(EMD-82-83) 93 

46 

300 Federal Cl&an Agencies Can Better 
Manage Their AIrcraft and Related 
Serwces 
(PLRD-83-64) 

Public Rangeland Improvement: A 
Slow, Costly Process in Need of Al- 
ternate Fundmg 
(RCED-83-23) 241 

Reformmg Interest Provisions m Fed- 
eral Water Laws Could Save Ml- 
hons 
(CED-82-3) 

102 

29 Health and Safety Dehclencles Found 
at Water Recreation Areas 
(CED-81-88) 

Reformmg Interest ProwsIons m Fed- 
eral Water Laws Could Save Mll- 
lions 
(CED-82-3) 29 

Review of FEMA Role m Asslstmg 
State and Local Governments To 
Develop Hurricane Preparedness 
Planning 
(RCED-83-182) 

26 

How Intenor Should Handle Congres- 
sionally Authorized Federal Coal 
Lease Exchanges 
(EMD-81-87) 

Repeal of Unneeded Outer Contmen- 
tal Shelf Production Rate-Settmg 
Functions Would Cut Costs 
(EMD-82-97) 239 

342 

Water Sales Contracts From M~ssoun 
Rwer Reservoirs Need To Require 
Reimbursement for Operation and 
Maintenance Expenses 
ICED-8-I-123) 

232 
Sharing the Cost of Makmg Federal 

Water Prolect Feaslblhty Stuches 
(RCED-83-18) 

31 

Illegal and Unauthorized Achvitles on 
Pubhc Lands--A Problem Wth Sen- 
ous Imphcatlons 
(CED-82-48) 

45 

46 

The Challenge of Enhancmg Mlcrone- 
Sian Self-Suffiaency 
(10-83-l) 243 

439 



Department of the Interior AgencylOrganixation Index 

The Department of the Intertor 
Should Improve Its Poltcies and 
Practices on Grant-Related Income 
(GGD-83-75) 

The Federal Audit Function in the 
Territories Should Be Strengthened 
(A FMD-82-23) 

Uncertainties Surround Future of 
U.S. Ocean Mmlng 
(NSIAD-83-41) 

Unresolved Issues Concernmg the 
Disposal of Stockpile Silver 
(RCED-83-7) 

Water Sales Contracts From Missouri 
River Reservoirs Need To Require 
Retmbursement for Operation and 
Maintenance Expenses 
(CED-82-123) 

auresu of MInea 
Changing Ownership Within the U.S. 

Mmerals Industry: Posstble Causes 
and Steps Needed To Determme 
the Effects 
(EMD-82-41) 

Geolcgleel survey 
Actions Needed To Increase Federal 

Onshore Oil and Gas Exploration 
and Development 
(EMD-81-49) 

How Interior Should Handle 
Congressionally Authorized Federal 
Coal Lease Exchanges 
(EMD-81-87) 

Improvements Needed in the Ac- 
countmg for Personal Property 
(AFMD-82-84) 

Oil and Gas Royalty Collections-- 
Longstanding Problems Costing 
Millions 
(A FMD-82-61 

Stronger Directton Needed for the 
National Earthquake Program 
(RCED-83-203) 

Heritage Conservation and Rocreatlon 
Commlsslon 
Are Agencies Doing Enough or Too 

Much for Archeologtcal Preserva- 
tion? Gmdance Needed 
(CED-81-61) 

Water ancl Pclwm Resourcas SwvlwJ 
Health and Safety Deficiencies Found 

at Water Recreation Areas 
(CED-81-88) 

Department of the Navy 
OPM Needs To Provrde Better Guid- 

ance to Agencies for Approving 
Government-Funded College 
Courses for Employees 
(FPCD-82-61) 

249 

91 

308 

244 

31 

234 

36 

232 

235 

233 

343 

19 

26 

381 

Strong Central Management of Office 
Automation Will Boost Produc- 
tivity 
(AFMD-82-54) 

The Congress Should Mandate For- 
mation of a Mihtary-VA-Civilian 
Contingency Hospital System 
(HRD-80-76) 

Department of the Treasury 
A Strategy Is Needed To Deal With 

Peakmg Problems at International 
Airports 
(GGD-83-4) 

After Six Years, Legal Obstacles 
Continue To Restrict Government 
Use of the Standard Statistical 
Establishment List 
(GGD-79-17) 

Bank Secrecy Act Reportmg Require- 
ments Have Not Yet Met Expecta- 
tions. Suggestmg Need for Amend- 
ment 
(GGD-81-80) 

Better Care and Disposal of Seized 
Cars, Boats, and Planes Should 
Save Money and Benefit Law 
Enforcement 
(PLRD-83-94) 

Better Management of Private Pen- 
sion Plan Data Can Reduce Costs 
and Improve ERISA Admimstra- 
non 
(HRD-82-12) 

Bilhons of Dollars Are Involved m 
Taxation of the Life Insurance In- 
dustry--Some Corrections m the 
Law Are Needed 
(PAD-81-I) 

Changes Needed in U.S. Assistance 
To Deter Deforestation in Devel- 
oping Countnes 
(10-82-50) 

Excessive Specifications Are Lnnitmg 
Competttton for IRS Spectal 
Destgn Tax Return Folders 
(GGD-82-61) 

Export Control Regulation Could Be 
Reduced Without Affectmg Nation- 
al Security 
(ID-82-14) 

Federal Civihan Agencies Can Better 
Manage Their Aircraft and Related 
Serwces 
(PLRD-83-64) 

Federal Credit Policy on Guaranteed 
Loans Should Be Clarified and 
Enforced 
(RCED-83-22) 

Federal Drug Interdiction Efforts 
Need Strong Central Oversight 
(GGD-83-522) 

Funding of State and Local Govem- 
ment Pension Plans: A National 
Problem 
(HRD-79-66) 

Further Research Into Noncomph- 
ante Is Needed To Reduce Grow- 
mg Tax Losses 
(GGD-82-34) 

35 

60 

272 

127 

254 

80 

8.5 

256 

67 

265 

49 

102 

374 

73 

2 

267 

HEW Must Improve Control Over 
Bilhons in Cash Advances 
(FGMSD-80-6) 

Illegal Tax Protesters Threaten Sys- 
tem 
(GGD-81-83) 

Increased Productivity in Processing 
Travel Claims Can Cut Admuustra- 
ttve Costs Significantly 
(AFMD-81-18) 

IRS Administration of Penalties 
Imposed on Tax Return Preparers 
(GGD-83-6) 

IRS Can Do More To ldenttfy Tax 
Return Processing Problems and 
Reduce Processing Costs 
(GGD-83-8) 

IRS Could Better Protect U.S. Tax 
Interests in Determining the In- 
come of Multinational Corporations 
(GGD-81-81) 

IRS Needs To Curb Excessive Deduc- 
tions for Self-Employment Retire- 
ment Plans 
(GGD-82-85) 

Legislation Needed To Improve Ad- 
muustration of Tax Exemptton Pro- 
visions for Electric Cooperatives 
(GGD-83-7) 

Legislative Change Needed To 
Enable IRS To Assess Taxes 
Voluntarily Reported by Taxpayers 
in Bankruptcy 
(GGD-83-47) 

Millions Paid Out m Duphcate and 
Forged Government Checks 
(AFMD-81-68) 

Occupational Taxes on the Alcohol 
Industry Should Be Repealed 
(GGD-75-111) 

Potential Problem With Federal Tax 
System Postemployment Conflicts 
of Interest Can Be Prevented 
(GGD-81-87) 

Reformmg Interest Provisions in Fed- 
eral Water Laws Could Save Md- 
hens 
(CED-82-3) 

Selling Abandoned Merchandise: 
How the U.S. Customs Service 
Could Increase Revenues 
(GGD-83-79) 

Status of U.S.-Saudi Arabtan Joint 
Commtssion on Economic Coopera- 
t1on 
(10-83-32) 

Streamlining Legal Review of Crimi- 
nal Tax Cases Would Strengthen 
Enforcement of Federal Tax Laws 
(GGD-81-25) 

Stronger Federal Effort Needed in 
Fight Agamst Organized Crime 
(GGD-82-2) 

The Federal Government Can Save 
$1.7 Million Annually by Ehmmat- 
ing Strip Stamps 
(GGD-82-60) 

The Treasury Department and Its 
Bureaus Can Better Plan for and 
Control Computer Resources 
(GGD-82-9) 

149 

252 

5 

271 

269 

257 

268 

270 

274 

258 

251 

76 

29 

276 

273 

77 

203 

266 

262 



AgencylOrganlxatlon Index District of Columbia 

Uniform Guidelures on Employee 
Selection Procedures Should Be 
Reviewed and Rewed 
(FPCD-82-26) 

Unrealistic Use of Loans To Support 
Foreign Military Sales 
(10-83-5) 

With Better Management Informa- 
tion, IRS Could Further Improve 
Its Efforts Against Abusive Tax 
Shelters 
(GGD-83-63) 

72 

57 

275 

oftka of the comptrolk4 of the currency 
Bank Merger Process Should Be 

Modermzed and Simphfied 
(GGD-82-53) 

Federal Review of Intrastate Branch- 
ing Applicattons Can Be Reduced 
(GGD-82-31) 

Financial Institution Regulatory A- 
gencies Can Make Better Use of 
Consumer Complamt Information 
(GGD-83-31) 

81 

264 

95 

Department of Transportetlon 
Alaska Railroad: Federal Role 

Should End; Some Management 
Problems Remain 
(CED-82-9) 

Applicability of Public Law 89-306 to 
the FAA Procurement of Comput- 
ers for the Air Traflic Control Sys- 
tem 
(AFMD-82-47) 

Applying DOT Rail Policy to Wash- 
ington, D.C.‘s Metrorail System 
Could Save Federal Funds 
(RCED-H-24) 

Better Admmtstratron of Capital 
Grants Could Reduce Unnecessary 
Expenditures on Mass Transit ProJ- 
ects 
(CED-82-22) 

Changes to the Motor Vehicle RecaIl 
Program Could Reduce Potential 
Safety Hazards 
(CED-82-99) 

Coast Guard Personnel Records Stor- 
age Areas Need Fire Protection 
Systems 
(GGD-al-72) 

Cost Effectiveness of Lie-Cycle Proc- 
ess in Buying Transit Vehicles 
Questionable 
(RCED-B-184) 

Department of Transportation Needs 
Better Assurance That Transit Sys- 
tems Are Maintaining Buses 
(RCED-83-67) 

FAA Can Better Manage the Aircraft 
It Uses To Keep Pilots Current and 
Provide Transportation 
(PLRD-#-52) 

Federal Acttons Needed To Retain 
Essential Defense Rail Service 
(PLRD#-73) 

283 

282 

291 

285 

287 

279 

297 

292 

293 

59 

Federal Civilian Agencies Can Better 
Manage Their Aircraft and Related 
SetiCes 
(PLRD-83-64) 

Federal Drug Interdiction Efforts 
Need Strong Central Oversight 
(GGD-83-52) 

Greater Emphasis on Informatton Re- 
source Management Is Needed at 
the Federal Aviation Admimstra- 
tion 
(RCED-83-60) 

How To Improve the Federal Avia- 
tion Administration’s Ability To 
Deal With Safety Hazards 
(CED-80-45) 

Improved Quality, Adequate Re- 
sources, and Consistent Oversight 
Needed If Regulatory Analysis Is 
To Help Control Costs of Regula- 
tions 
(PA D-83-6) 

Improvements Needed in Fmanctal 
Management of GSA’s Teleproc- 
essing Services Program 
(AFMD-83-8) 

Increased Productivtty m Processing 
Travel Claims Can Cut Administra- 
tive Costs Bgmficantly 
(AFMD-81~IBJ 

Management Improvements Needed 
in Coast Guard Supply System 
(PLRD-81-37) 

Marittme Subsidy Requirements 
Hinder U S.-Flag Operators’ Com- 
petittve Position 
(CED-82-2) 

Metro Needs To Better Manage Its 
Railcar Procurement 
(NSIAD-83-26) 

More Flexible Eligtbility Criterta 
Could Enhance the Small Com- 
mumhes Essential Air Service Sub- 
sidy Program 
(RCED-83-97) 

Potential Jomt Civil and Military Use 
of Mihtary Airfields 
(RCED-83-98) 

Progress of Federal Procurement 
Reform Under Executive Order 
12352 
(PLRD-83-88) 

Revitalizing Dtstressed Areas 
Through Enterprise Zones: Many 
Uncertainties Exrst 
(CED-82-78) 

Status of U S-Saudi Arabran Jomt 
Commission on Econormc Coopera- 
tion 
(10-8332) 

UMTA Could Take Steps To Reduce 
Costs in the Development of Light 
Rail Projects 
(RCED, 4-26-83) 

Value Engineering Has the Potenttal 
To Reduce Mass Transit Construc- 
tion Costs 
(RCED-83.34) 

102 

73 

280 

277 

372 

359 

5 

280 

281 

296 

299 

58 

370 

50 

273 

2% 

290 

District of Columbia 
Better Management Would Improve 

the Effectiveness of the Dtstrict of 
Columbia’s ADP Resources 
(GGD-82-47) 

Improved Bdhng and Collection Ac- 
tivities Would Increase Dtstrict of 
Columbia’s Revenues 
(GGD-82-68) 

Improvements Needed in the 
District’s General Public Assistance 
Program 
(GGD-83-13) 

Lessons Can Be Learned From 
Corrections’ Reduction-In-Force 
Resultmg From Budget Cutbacks 
(GGD-83-22) 

Mtlhons of Dollars tn Charges for 
Housmg D.C Prisoners m Bureau 
of Prisons’ lnstituttons Are m Dts- 
pute 
(GGD-83-44) 

Some District Agencies Deposit Re- 
ceipts Timely Others Need To Im- 
prove 
(GGD-83.14) 

The District of Columbia Can Pay 
More Vendors on Time 
IGGD-83-38) 

LX. Gfmral Hospital 
Better Management Would Improve 

the Effecttveness of the Datrict of 
Columbia’s ADP Resources 
(GGD-82-47) 

Dapartmant of Cormetions 
Lessons Can Be Learned From 

Correcttons’ Reductton-In-Force 
Resultmg From Budget Cutbacks 
(GGD-83.22) 

Mtlbons ot Dollars tn Charges for 
Housmg D C Prisoners m Bureau 
of Prisons’ Institutions Are m Dis- 
pute 
(GGD-83-44) 

Department of EnvIronmental Servieaa 
Improved Btlhng and Collectton Ac- 

twtttes Would Increase Distract of 
Columbia’s Revenues 
(GGD-82.68) 

Department of Human Services 
Improved Btlhng and Collectton Ac- 

tivities Would Increase Dtstnct of 
Columbta’s Revenues 
(CGD-82-68) 

Improvements Needed tn the 
District’s General Public Assistance 
Program 
(GGD-83-13) 

Departrnant of Tranaportatlon 
Improved Bilhng and Collectton Ac- 

tivtttes Would Increase District of 
Columbia’s Revenues 
(GGD-82-68) 

302 

304 

308 

309 

83 

306 

310 

302 

309 

03 

304 

304 

308 

304 

441 



District of Columbia AgencylOrganiratlon Index 

Exseuliva onle5 Of the Mayor 
Improved Billing and Collection Ac- 

tivtties Would Increase Dtstnct of 
Columbta’s Revenues 
(GGD-82-68) 

Job corps 

304 

offlc5 of Peraotlnal 
Lessons Can Be Learned From 

Corrections’ Reductton-In-Force 
Resulting From Budget Cutbacks 
(GGD-83-22) 

Correctrve Acttons Taken or in Proc- 
ess To Reduce Job Corps’ Vulnera- 
bthty to Improper Use of Contract- 
mg Autbonty 
(HRD-83-66) 227 

Job Corps Should Stop Usmg Prohr- 
btted Contracttng Prxtices and 
Recover Improper Fee Payments 
(HRD-82-93) 220 

The Natron’s Unused Wood Offers 
Vast Potenttal Energy and Product 
Benefits 
(EMD-81-6) 33 

User Charge Revenues for Wastewa- 
ter Treatment Plants--Insufficient 
To Cover Operation and Mamte- 
nance 
(CED-82-l) 316 

Wyommg Wastewater Treatment Fa- 
c&y Proves Unsuccessful 
(CEDdl-94) 314 

offlea of the controller 
The Dtstrrct of Columbia Can Pay 

More Vendors on Time 
(GGD-83-38) 310 

Energy Maintenance Corp. 
Federal Agencies Could Save Ttme 

and Money With Better Computer 
Software Alternatives 
(AFMD-83-29) 14 

Offlea of the Inspector General 
Wyommg Wastewater Treatment Fa- 

culty Proves Unsuccessful 
(CEDdl-94) 314 

offlea Of the blspeelor Gensrel 
Better Management Would Improve 

the Effectiveness of the District of 
Columbia’s ADP Resources 
(GGD-82-47) 302 

Environmental Protection Agency 
A New Approach Is Needed for the 

Federal Industnal Wastewater Pre- 
treatment Program 
(CED-82-37) 

Rsglon VIII, Denver, CO 
Wyommg Wastewater Treatment Fa- 

cility Proves Unsuccessful 
(CED-III -94) 314 

320 

Public Sebools 
Improvements tn Certam Dtstrict of 

Columbta Pubhc Schools’ Admma- 
trative Operations 
(GGD-83.77) 

Better Coordmatton Is Needed Be- 
tween Pesttcide Misuse Enforce- 
ment Programs and Programs for 
Certifying and Trauung Indtvtduals 
To Apply Pesticides 
(RCED-83-169) 

Equal Employment Opportunity Com- 
mission 

311 
324 

Conttnumg Ftnancral Management 
Problems at the Equal Employment 
Opportumty Commtsston 
(AFMD-82-72) 325 

Drug Enforcement Administration 
Federal Drug Interdtctron Efforts 

Need Strong Central Overstght 
(GGD-83-52) 

Further Improvements Needed tn 
EEOC Enforcement Activmes 
(HRD-81-29) 98 

73 

Better Plantung Can Reduce Stze of 
Wastewater Treatment Facilities. 
Savtng Milltons in Construction 
costs 
(CED-82-821 321 

Stronger Crackdown Needed on Clan- 
destme Laboratories Manufacturing 
Dangerous Drugs 
(GGD-82-6) 

Cleanmg Up Nuclear Facilities: An 
Aggresstve and Unifted Federal 
Program Is Needed 
(EMD-82-40) 

Untform Guidelutes on Employee 
Selectton Procedures Should Be 
Revrewed and Revtsed 
(FPCD-82.26) 72 

202 52 

EPA Slow m Controlhng PCB’s 
(CED-82.21) 317 

Employment Standards Administra- 
tion 
Offlce of Fsderal Contract COmplianCa 

Pr~rama 
Further Improvements Needed tn 

EEOC Enforcement Activtties 
(HRD-81-29) 

Environmental. Economtc. and Politi- 
cal Issues Impede Potomac Rover 
Cleanup Efforts 
(GGD-82-7) 318 

Executive Office of the President 
A Systemattc Management Approach 

Is Needed for Congresstonal Re- 
portmg Requuements 
(PAD-82-12) 

98 

Hazards of Past Low-Level Radtoac- 
ttve Waste Ocean Dumping Have 
Been Overemphasized 
(EMD-82.9) 

Federal Capual Budgetmg: A Collec- 
bon of Haphazard Practtces 
(PAD-81-19) 

315 

Oflce of Works& Compensallon Pro- 
grems 
Allegatrons Related to the Processmg 

of Inlured Employees’ Heartng 
Loss Claims 
(HRD-82-102) 

Improved Qualrty, Adequate Re- 
sources, and Conststent Oversight 
Needed If Regulatory Analysts Is 
To Help Control Costs of Regula- 
ttons 
(PAD-83-6) 

Federal Drug Interdtctron Efforts 
Need Strong Central Oversight 
(GGD-83-52) 

25 

99 

73 

372 

Labor Inaccurately Patd Black Lung 
Benefits--Some Corrective Acttons 
Taken but More Are Needed 
(HRD-83-46) 

221 

225 

220 

Increased Producttvity m Processmg 
Travel Claims Can Cut Admimstra- 
tive Costs Significantly 
(AFMD-81-18) 

Farm Credit Administration 
Interim Report on the Implementa- 

tion of tbe Farm Credtt Act 
Amendments of 1980 
(GGD-83-26) 327 

5 

Employment and Training Admlnis- 
tration 

Job Corps Should Stop Usmg Proht- 
bited Contracting Practrces and 
Recover Improper Fee Payments 
(HRD-82-93) 

Many Water Quality Standard Viola- 
tions May Not Be Stgntficant 
Enough To Justtfy Costly Preven- 
tive Actions 
(CED-80-86) 312 

Problems in Au Quality Monitoring 
System Affect Data Rehability 
(CED-82-101) 

Farmers Home Administration 
Equuable Interest Rates Are Needed 

for Farmers Home Admimstratton 
Loans 
(RCED-83.157) 126 

322 

Weak Internal Controls Make the 
Department of Labor and Selected 
CETA Grantees Vulnerable to 
Fraud, Waste, and Abuse 
(A FMD-81-46) 216 

Savings Possible Through Use of 
Variable Effluent Limtts for 
Advanced Waste Treatment Prol- 
ects 
(RCED-83-57) 323 

Federel Acquisition Institute 
Malor System Acqutsttton Manage- 

ment m the Department of Justice 
(GGD-82-18) 205 

442 



Agency/Organization Index 

Federal Aviation Administration 
Applicability of Public Law 89-306 to 

the FAA Procurement of Comput- 
ers for the Air Traffic Control Sys- 
tem 
(AFMD82-47) 

FAA Can Better Manage the Aircraft 
It Uses To Keep Pilots Current and 
Provide Transportation 
(PLRD-S52) 

Greater Emphasis on Information Re- 
source Management Is Needed at 
the Federal Aviation Admmistra- 
tiO0 

(RCED-83-6oj 
How To Improve the Federal Avia- 

tion Admimstrarion’s Ability To 
Deal With Safety Hazards 
(CED-8066) 

Potential Joint Civil and Military Use 
of Military Airfields 
(RCED-83-98) 

Federal Communications Commis- 
sion 

FCC Needs To Monitor a Changmg 
International Telecommunications 
Market 
(RCED$3-92) 

Federal Communications Commission 
Can Further Improve Its Licensing 
Actwities 
(RCED-83~90) 

GJmmoil carrier Bummu 
FCC Needs To Monitor a Changing 

International Telecommunications 
Market 
(RCED-S92) 

Federal Construction Council 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Projects 
(LCD&-7) 

Federal Da~osit Insurance Corp. 
Bank Merger Process Should Be 

Modernized and Simplified 
(GGD-S53) 

Bank Secrecy Act Reporting Reqmre- 
merits Have Not Yet Met Expecta- 
tions, Suggesting Need for Amend- 
ment 
(GGD-81-80) 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81.79) 

Federal Review of Intrastate Branch- 
ing Applications Can Be Reduced 
(GGD-8231) 

Financial Institution Regulatory A- 
gencies Can Make Better Use of 
Consumer Complaint Information 
(GGD-83~31) 

282 

293 

280 

277 

50 

328 

329 

328 

3 

81 

254 

348 

264 

95 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-tU-21) 

Federal Emergency Management 
Asency 

Consolidation of Federal Assistance 
Resources Will Enhance the Feder- 
al/State Emergency Management 
Effort 
(GGD-83-92) 

Federal Involvement in the Mount St. 
Helens Disaster: Past Expenditures 
and Future Needs 
(RCED-B-16) 

Improved Administration of Federal 
Public Disaster Assistance Can Re- 
duce Costs and Increase Effective- 
ness 
(CED-82-98) 

Management of the Federal Emergen- 
cy Management Agency 
(GGD-83-9) 

National Defense-Related Silver 
Needs Should Be Reevaluated and 
AlternatIve Disposal Methods 
Explored 
(EMD-82-24) 

National Flood Insurance: Marginal 
Impact on Flood Plain Develop- 
ment, Administrative Improve- 
ments Needed 
(CED-82-105) 

National FIood Insurance Program: 
Major Changes Needed if It Is To 
Operate Wltbout a Federal Subsidy 
(RCED-83-53) 

Requests for Federal Disaster Assls- 
tance Need Better Evaluation 
(CED-82-4) 

Review of FEMA Role in Assisting 
State and Local Governments To 
Develop Hurricane Preparedness 
Planning 
(RCED-83-182) 

Stronger DIrection Needed for the 
National Earthquake Program 
(RCED-83-103) 

The Congress Should Mandate For- 
mation of a Military-VA-Civilian 
Contingency Hospital System 
(HRD-80-76) 

The Emergency Management Assis- 
tance Program Should Contribute 
More Directly to National Civil 
Defense Objectives 
(GGD-83-5) 

The Federal Emergency Management 
Agency Can Reduce Mappmg Cost 
(RCED-S163) 

Unresolved Issues Concerning the 
Disposal of Stockpile Silver 
(RCED-83-7) 

Federal Energy Regulatory Commis- 
sion 

Federal Energy Regulatory Commis- 
sion Has Expedited Case Process- 
ing; AddItional Improvements 
Needed 
(RCED-83-51) 

Federal Railroad Administration 

Federal Energy Regulatory Commis- 
sion Makes Progress Toward 
Expanding User Fee Program 

94 (RCED-83-2) 345 

Interior’s Program To Review With- 
drawn Federal Lands 
(RCED83-26) 89 

Need To Revise Eligibility Criterion 
for One Natural Gas Price 
Category and Eliminate Backlog in 
Refund Control Work 
(RCED-B-3) 347 

344 

301 

334 

339 

Federal Financial Institutions Examl- 
nation Council 

Bank Merger Process Should Be 
Modernized and Simplified 
(GGD-82-53) 81 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81-79) 340 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGDN-21) 

333 

335 

337 

331 

342 

343 

60 

336 

341 

244 

346 

Federal Home Loan Bank Board 
Financial Institution Regulatory A- 

gentles Can Make Better Use of 
Consumer Complaint Information 
(GGD-S31) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 

Federal Labor Relations Authority 
Steps Can Be Taken To Improve 

Federal Labor-Management Rela- 
tions and Reduce the Number and 
Costs of Unfair Labor Practice 
Charges 
(FPCD-83-Z) 

Federal Mediation and Conciliation 
Bervice 

Department of Labor Has Failed To 
Take the Lead m Promoting Pri- 
vate Sector Productivity 
(AFMD-81-10) 

Federal Probation Bervice 
Community-Based Correctional Pro- 

grams Could Be More Extensively 
Used Within the Federal Criminal 
Justice System 
(GGD-82-69) 

94 

95 

94 

101 

215 

Federal Railroad Administration 
Alaska Railroad: Federal Role 

Should End; Some Management 
Problems Remain 
(CED-82-9) 283 

443 



Federal Rallroad Administration AgencylOrganlzatlon Index 

Alaska RallrMcl 
Alaska Railroad: Federal Role 
Should End; Some Management 
Problems Remain 
(CED-82-9) 

Faderal Raaarva systam 
Bank Merger Process Should Be 

Modernized and Simpfied 
(GGD-82-53) 

Bank Secrecy Act Reporting Require- 
ments Have Not Yet Met Expecta- 
tions, Suggesting Need for Amend- 
ment 
(GGD-81-80) 

Federal Credit Policy on Guaranteed 
Loans Should Be Clarified and 
Enforced 
(RCED-83-22) 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGDal-79J 

Federal Review of Intrastate Branch- 
ing Applications Can Be Reduced 
(GGD-82~31) 

Financial Institution Regulatory A- 
gencies Can Make Better Use of 
Consumer Complaint Information 
(GGD-8331) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 

soardcfocvamcra 
Federal Reserve Could Improve the 

Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81-79) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 

Federal supply 8arvIca 
Consolidation of GSA Depot Func- 

tion Can Save Millions and Im- 
prove the Use. of Depot Resources 
(PLRD-82-109) 

Fadaml Trade Commlalon 
Changing Ownership Within the U.S. 

Minerals Industry: Possible Causes 
and Steps Needed To Determine 
the Effects 
(EMD-82-41) 

Informing the Public About Food--A 
Strategy Is Needed for Improving 
Gmmnmication 
(CEDdQ-12) 

New Performance Appraisals Benefi- 
cial but Refinements Needed 
(GGD-83-72) 

Small Business Administration Fran- 
chise. Loans: Risk of Loss Can Be 
Reduced and Program Effective- 
ness Improved 
(CED-80-47) 

283 

81 

254 

374 

348 

264 

95 

94 

346 

94 

356 

234 

43 

386 

392 

Food and Drug Admlnlstratlon 
Better Use of Information Technolo- 

gy Can Reduce the Burden of Fed- 
eral Paperwork 
(GGD-83-39) 

Legislative and Administrative 
Changes Needed To Improve Reg- 
ulation of Drug Industry 
(HRD-83-24) 

Speeding Up the Drug Review Proc- 
ess: Results Encouraging but Prog 
ress Slow 
(HRD-82-16) 

Forest Servloe 
Actions Needed To Increase Federal 

Onshore Oil and Gas Exploration 
and Development 
(EMD-81~4OJ 

Are Agencies Doing Enough or Too 
Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

Better Data Needed To Determine 
the Extent to Which Herbicides 
Should Be Used on Forest Lands 
(CED-81~46) 

Facilities in Many National Parks and 
Forests Do Not Meet Health and 
Safety Standards 
(CED-80~115) 

Forest Service Efforts To Change 
Timber Sale Payment Method 
(RED-75-396) 

Illegal and Unauthorized Activities on 
Public Lands--A Problem With 
serious Implications 
(CED-82-48) 

Skewed Bidding Presents Costly 
Problems for the Forest Service 
Timber Sales Program 
(RCED-8337) 

Strong Central Management of Office 
Automation Will Boost Produc- 
tivity 
(AFMD-82~54) 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-81-6J 

Gaa Turbine Corp. 
Federal Agencies Could Save Time 

and Money With Better Computer 
Software Alternatives 
(AFMD&29) 

General Accounting Office 
A Systematic Management Approach 

Is Needed for Congressional Re- 
porting Requirements 
(PAD-82~12) 

General Host Corp. 
Better Management of National Park 

Concessions Can Improve Services 
Provided to the Public 
(CED-80-102) 

23 

165 

General Public Utilities Corp. 
Greater Commitment Needed To 

Solve Continuing Problems at 
Three Mile Island 
(EMD-81-106) 67 

189 
General !3ervfces Adminlstratlon 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCD-81-7) 

Benchmarking: Costly and Difficult, 
but Often Necessary When Buying 
Computer Equipment or Services 
(A FMD-83-S) 

36 
Better Information Management 

Could Alleviate Oversight Prob- 
lems With the GSA Construction 
Program 
(PLRD-82-87) 

19 Better Management and Price Nego- 
tiation Will Improve the VA Multi- 
ple Award Schedule Program 
(NSIAD-83-33) 

47 Congress Should Consider Repeal of 
the Service Contract Act 
(HRD-83-4) 

Consolidation of GSA Depot Func- 
46 tion Can Save billlions and Im- 

prove the Use of Depot Resources 
(PLRD-82-109) 

107 Contracting for Computer Teleproc- 
essing Services Can Be Improved 
(AFMD-83-60) 

Federal Agencies Could Save Time 
48 and Money With Better Computer 

Software Alternatives 
(AFMD-83-29) 

120 
Federal Civilian Agencies Can Better 

Manage Their Aircraft and Related 
Services 
(PLRD-83-64) 

35 
Federal Information Systems Remain 

Highly Vulnerable to Fraudulent, 
Wasteful, Abusive. and Illegal 
Practices 
(MASAD-82-18) 

33 GAO’s Second Biennial Report on 
the Transfers of Federal Personal 
Property to Grantees and Other 
Eligible Organizations 
(PLRD-83-66) 

25 

14 

229 

GSA Could Do More To Improve 
Energy Conservation in New Fed- 
eral Buildings 
(PLRD-82-W) 

GSA’s Cleaning Costs Are Needlessly 
Higher Than in the Private Sector 
(AFMD-81-78) 

GSA’s Federal Buildings Fund Fails 
To Meet Primary Objectives 
(PLRD-82-18) 

GSA’s Management of Reimbursable 
Building Services Needs Improve- 
ment 
(PLRD-81-46) 

Improvements Needed in Financial 
Management of GSA’s Teleproc- 
essing Services Program 
(A FMD-83-8) 

3 

357 

353 

427 

371 

356 

15 

14 

102 

10 

362 

355 

351 

352 

350 

359 



Agency/Organkation Index Internal Revenue Service 

Improving COBOL Application Can 
Recover Significant Computer Re- 
SO”PXS 
(AFMD-82-4) 

Grenada 
AID Assistance to the Eastern Carib- 

bean: Program Changes and Possi- 
ble Consequences 
(10-83-50) 

Savings Possible by Modifying Medl- 
care’s Waiver of Llabdity Rules 
(HRD-83-38) 166 

9 

Increased Productivity in Processing 
Travel Claims Can Cut Administra- 
tive Costs Significantly 
(AFMD-81~18) 5 

Misuse of SBA’s 8(a) Program In- 
creased Cost for Many ADP 
Equipment &4@sitions 
(AFMD-82-9) 

Guam 
The Federal Audit Function in the 

Territories Should Be Strengthened 
(AFMD-82-23) 

405 
Health Resources Adminlstration 

Bureau of Health Facilities 
AdmInIstratIon of HIII-Burton 

Assurances and Loan Assistance 
Program Needs To Be Improved 
(HRD-82-87) 176 

103 91 
More Guidance and Controls Needed 

Over Federal, Recordkeeping Re- 
quirements Imposed on the Public 
(GGD-83-42) 377 

National Defense-Related Silver 
Needs Should Be Reevaluated and 
Alternative Disposal Methods 
Ezxplored 
(EhfD-82-24) 

Health Care Financing Administration 
Better Use of Information Technolo- 

gy Can Reduce the Burden of Fed- 
eral Paperwork 
(GGD-83-39) 

Health Services Administration 
Bureau of Community Health Servlcas 

Family Planmng Clinics Can Provide 
Services at Less Cost but Clearer 
Federal Policies Are Needed 
(HRD-81-68) 156 

233 
Selected GSA Real Property Opera- 

tions Contain Internal Control 
Weaknesses 
(AFMD-83-35) 

23 

360 
Service Contract Act Should Not 

Apply to Service Employees of 
ADP and High-Technology Com- 
panies 
(HRD-80-102) 

Federal Oversight of State Medicaid 
Management Information Systems 
Could Be Further Improved 
(HRD-82-99) 179 

Guidance and Information Needed on 
the Use of Machine Readable 
Claims Under Medicare and Medi- 
caid 
(HRD-82-30) 

Bureau of Communlty Health Services: 
Onlee of Family Plannlng 
Family Planning Climes Can Provide 

Serwces at Less Cost but Clearer 
Federal Policies Are Needed 
(HRD-81-68) 156 

214 
Small Computers in the Federal Gov- 

ernment: Management Is Needed 
To Realize Potential and Prevent 
Problems 
(AFMD-83.36) 

169 

375 

35 

33 

Improvmg Medicaid Cash Manage- 
ment Will Reduce Federal Interest 
costs 
(HRD-81-94) 

Indian Health 6erviea 
Indian Health Service Not Yet Distn- 

buting Funds Equitably Among 
Tribes 
(HRD-82-54) 177 

155 

Strong Central Management of Office 
Automation Will Boost Produc- 
tivity 
(AFMD-32-54) 

Improving Medicare and Medicaid 
Systems To Control Payments for 
Unnecessary Physicians’ Serxxes 
(HRD-83-16) 

Medicare/Medlcald Funds Can Be 
Better Used To Correct Deficien- 
cies in lndlan Health Servtce Facih- 
ties 
(HRD-83-22) 194 

166 

The Nation’s Unused Wood Offers 
Vast Potential Energy and Product 
Benefits 
(EMD-81-6) 

MedIcaid’s Quality Control System Is 
Not Realizing Its Full Potential 
(HRD-82-6) 163 

Milllons Can Be Saved Through 
Better Energy Management m Fed- 
eral Hospttals 
(HRD-82-77) 55 

The Social Security Admimstration’s 
Management of Personal Property 
at Headquarters Needs Improve- 
ment 
(HRD&?-50) 

Medicare Home Health Services: A 
Difficult Program To Control 
(HRD-81-155) 161 

Me&care Payments for Durable Med- 
ical Equipment Are Hxgher Than 
Necessary 
(HRD-82-61) 

Need To Clarify IHS Responsibilities 
for Mamtammg In&an Water and 
Sanitation Facihties 
(HRD-80-14) 151 

193 

Use of Escalation Clauses in GSA 
Leases 
(PL.RD-83-8) 

176 

356 

olfles of the Inspsetor Gsneral 
Selected GSA Real Property Opera- 

tl0ns Contain Internal Control 
Weaknesses 
(AFMD-83-35) 

Medicare’s Reimbursement Policies 
for Durablr Medical Equipment 
Should Be MO&fled and Made 
More Consistent 
(HRD-81-140) 160 

Need To Eliminate Payments for 
Unnecessary Hospital Ancillary 
Serwces 
(HRD-83-74) 

House of Representatives 
Clerk of the House 

A Systematx Management Approach 
Is Needed for Congressional Re- 
porting Requirements 
(PAD-82-12) 25 

360 195 

Government Printing Office 
A Systematic Management Approach 

Is Needed for Congressional Re- 
porting Requirements 
(PAD-82~12) 

Need To Establish Medicaid Stand- 
ards for Intermediate Care Facih- 
ties for the Mentally Retarded 
(HRD-82-57) 172 

25 

13 

Opportunities To Reduce Medlcare 
Costs Under the End Stage Renal 
Disease Program for Home Dialysis 
Patients 
(HRD-83-28) 

Internal Revenue Service 
After SIX Years, Legal Obstacles 

Contmue To Restrict Government 
Use of the Standard Statistical 
Establishment List 
(CGD-79.17) 127 

Better Management of Private Pen- 
slon Plan Data Can Reduce Costs 
and Improve ERISA Administra- 
non 
(HRD-82-12) 

Government-Wide 
Congress Should Consider Revising 

Basic Corporate Control Laws 
(PAD-%3) 

Physician Cost-Containment Training 
Can Reduce Medical Costs 
(HRD-82-36) 

Review of MedIcare and Medicaid 
Duplicate Payments m Mxhlgan 
(HRD-83-43) 

165 

170 

167 

Billions of Dollars Are Involved in 
Taxation of the Life Insurance ln- 
dustry--Some CorrectIons in the 
Law Are Needed 
(PAD-81-I) 

65 

256 



internal Revenue Service 

Excessive Specifications Are Limiting 
Competition for IRS Special 
Design Tax Return Folders 
(GGD-82-61) 

Federal Reserve Could Improve the 
Efficiency of Bank Holding Com- 
pany Inspections 
(GGD-81-79) 

Further Research Into Noncompli- 
ance Is Needed To Reduce Grow- 
ing Tax Losses 
(GGD-82-34) 

Illegal Tax Protesters Threaten Sys- 
tem 
(GGD-81-83) 

Investigation To Reform Teamsters’ 
Central States Pension Fund Found 
Inadequate 
(HRD-82-13) 

IRS Administration of Penalties 
Imposed on Tax Return Preparers 
(GGD-83-6) 

IRS Can Do More To Identify Tax 
Return Processing Problems and 
Reduce Processing Costs 
(GGD-83-8) 

IRS Could Better Protect U.S. Tax 
Interests in Determining the In- 
come of Multinational Corporations 
(GGD-81-81) 

IRS Needs To Curb Excessive Deduc- 
tions for Self-Employment Retire- 
ment Plans 
(GGD-82-85) 

Legislation Needed To Improve Ad- 
ministration of Tax Exemption Pro- 
visions for Electric Cooperatives 
(GGD-83-7) 

Legislative and Administrative 
Changes To Improve Verification 
of Welfare Recipients’ Income 
Could Save Millions 
(HRD-82-9) 

Legislative Change Needed To 
Enable IRS To Assess Taxes 
Voluntarily Reported by Taxpayers 
in Bankruptcy 
(GGD-8347) 

Occupational Taxes on the Alcohol 
Industry Should Be Repealed 
(GGD-75-111) 

Potential Problem With Federal Tax 
System Postemployment Conflicts 
of Interest Can Be Prevented 
(GGD-81-87) 

Streamlining Legal Revtew of Crimi- 
nal Tax Cases Would Strengthen 
Enforcement of Federal Tax Laws 
(GGD-81-25J 

Tax Revenues Lost and Beneficiaries 
Inadequately Protected When Pri- 
vate Pension Plans Terminate 
(HRD-81-117) 

The Federal Government Can Save 
$1.7 Million Annually by Ehminat- 
ing Strip Stamps 
(GGD-82-60) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 

446 

265 

348 

267 

252 

70 

271 

269 

257 

268 

270 

41 

274 

251 

70 

77 

97 

266 

94 

What IRS Can Do To Collect More 
Dehnquent Taxes 
(GGD-82-4) 

With Better Management Informa- 
tion, IRS Could Further Improve 
Its Efforts Against Abusive Tax 
Shelters 
(GGD-83-63) 

International Brotherhood of Team- 
sters, Chauffeurs, Warehousemen 
and Helpers of America 

Investigation To Reform Teamsters’ 
Central States Pension Fund Found 
Inadequate 
(HRD-82-13) 

international Communication Agency 
The Voice of America Should Ad- 

dress Existmg Problems To Ensure 
High Performance 
(10-82-37) 

Directorate for BroadcastIng (Voice of 
AtlWh) 

The Vorce of America Should Ad- 
dress Existmg Problems To Ensure 
High Performance 
(10-82-37) 

Interstate Commerce Commission 
Accounting Changes Needed in the 

Railroad Industry 
(AFMD-81-26) 

Improved Quality. Adequate Re- 
sources, and Consistent Oversrght 
Needed If Regulatory Analysis Is 
To Help Control Costs of Regula- 
ttons 
(PAD-83-6) 

Interstate Commerce Commission 
Should Revise Its User Fee Pro- 
gram 
(RCED-S3-55) 

The Household Goods Movmg Indus- 
try: Changes Since Passage of Reg- 
ulatory Reform Legislation 
(RCED-83-86) 

Judicial Conference of the United 
States 

Federal Parole Practices: Better Man- 
agement and Legrslative Changes 
Are Needed 
(GGD-82-l) 

Inconsistencies m Administration of 
the Criminal Justice Act 
(GGD-83-18) 

Potential Benefits of Federal Magis- 
trates System Can Be Better Real- 
rzed 
(GGD-83-46) 

US. Marshals Can Serve Civil Proc- 
ess and Transport Prisoners More 
Efficiently 
(GGD-82-8) 

260 

275 

70 

363 

363 

104 

372 

364 

365 

16 

366 

368 

84 

Kingdom of Thailand 
Irrigation Assistance to Developmg 

Countries Should Require Stronger 
Commitments to Operatton and 
Mamtenance 
(NSIAD-83-31) 

Labor-Management Services Admin- 
istration 

Investigation To Reform Teamsters’ 
Central States Pension Fund Found 
Inadequate 
(HRD-82-13) 

Legal Services Corp. 
The Legal Servtces Corporation 

Board of Directors’ Compensation 
and Expenses and the New 
President’s Employment Contract 
(HRD-83-69) 

Maritime Administration 
Maritime Subsidy Requirements 

Hinder U.S.-Flag Operators’ Com- 
petitive Position 
(CED-82-2) 

Massachusetts Bay Transportation 
Authority 

Better Admmrstration of Capital 
Grants Could Reduce Unnecessary 
Expenditures on Mass Transit Proj- 
ects 
(CED-82-22) 

Meridian Land and Mineral Co. 
Coal Exchange Management Contin- 

ues To Need Attentron 
(RCED-83-58) 

Merit Systems Protection Board 
Most Civil Service Disability Rettre- 

ment Claims Are Decided Fairly, 
but Improvements Can Be Made 
(FPCD-83-l) 

Michigan 
MedIcal Sarvlcas Admlnistratlon 

Review of Medicare and Medicaid 
Duplicate Payments in Michigan 
(HRD-83-43) 

Minerals Management Service 
Compliance With the Department of 

the Intertor’s Cost Recovery Pro- 
gram Could Generate Substantial 
Additional Revenues 
(RCED-83-94) 

Interior’s Report of Shut-In or Flar- 
mg Wells Unnecessary, but Over- 
sight Should Contmue 
(RCED-83~IO) 

Repeal of Unneeded Outer Continen- 
tal Shelf Productron Rate-Setting 
Functions Would Cut Costs 
(EMD-82-97) 

406 

70 

369 

281 

285 

245 

384 

187 

250 

240 

239 



Agency/Organlzetlon Index New Jersey 

MItchelI Energy Corp. 
Need To Revise Eligibility Criterion 

for One Natural Gas Price 
Category and Ehminate Backlog m 
Refund Control Work 
(RCED-83-3) 

The Federal Structure for Examining 
Financial Institutions Can Be Im- 
proved 
(GGD-81-21) 94 

Improved Federal Effort5 Needed To 
Change Juvenile Detention Prac- 
tices 
(GGD-83-23) 75 

347 

347 

54 

371 

131 

5 

National Highway Traffic Safety Ad- 
ministration 

Increasing Entrance Fees: National 
Park Service 
(CED-82-84) 236 

Mobil Oil Corp. 
Need To Revise Ehgbdrty Criterion 

for One Natural Gas Price 
Category and Eliminate Backlog in 
Refund Control Work 
(RCED-833) 

Changes to the Motor Vehxle Recall 
Program Could Reduce Potential 
Safety Hazards 
(CED-82-99) 267 

Lands in the Lake Chelan National 
Recreation Area Should Be Re- 
turned to Private Ownership 
(CED-SI-IO) 231 

National Aeronautics and Space Ad- 
mlnlstration 

Agency Implementation of Cost Ac- 
counting Standards: Generally 
Good but More Training Needed 
(PLRD-82~51) 

National lndustrles for the Blind 
Stronger Federal Efforts Needed for 

Provldmg Employment Opportum- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD-N-99) 

National Parks’ Health and Safety 
Problems Given Priority; Cost Esti- 
mates and Safety Management 
Could Be Improved 
(RCED-83-59) 246 

Congress Should Consider Repeal of 
the Service Contract Act 
(HRD-83-4) 

Federal Efforts Regarding Automated 
Manufacturing Need Stronger 
Leadership 
(AFMD-83-68) 

National Industries for the Severely 
Handicapped 

Stronger Federal Efforts Needed for 
Providing Employment Opportum- 
ties and Enforcing Labor Standards 
in Sheltered Workshops 
(HRD-81-99) 

The Department of the Interlor 
Should Improve Its Policies and 
Practices on Grant-Related Income 
(GGD-83-75) 249 

Lake Chelan National Recreation Area, 
WA 
Lands in the Lake Chelan National 

Recreation Area Should Be Re- 
turned to Private Ownership 
(CEDJl-10) 231 

Increased Productivity in Processing 
Travel Claims Can Cut Administra- 
tlve Costs Sigmficantly 
(AFMD-81~18) 

NASA-Ames Research Center Should 
Not Have Awarded Computational 
Services Contract to SBA and 
Technology Development of Cah- 
forma 
(AFMD-8340) 

National Institutes of Health 
Better Accouniability Procedures 

Needed m NSF and NIH Research 
Grant Systems 
(PAD-N-29) 106 

National Productivity Council 
Department of Labor Has Failed To 

Take the Lead m Promotmg Pn- 
vate Sector Productwlty 
(AFMD-81-10) 215 

105 

Progress Made in Federal Human 
Nutrition Research Planning and 
Coordination; Some Improvements 
Needed 
(CED-82-56) 44 

Service Contract Act Should Not 
Apply to Service Employees of 
ADP and High-Technology Com- 
panies 
(HRD-80-102) 

Natlonal Oceanic and Atmospheric 
Admlnlstration 

National Science Foundation 
Better Accountability Procedure5 

Needed in NSF and NIH Research 
Grant Systems 
(PAD-81-29) 

214 

Strong Central Management of Office 
Automation Will Boost Produc- 
tivity 
(AFMD-B-54) 35 

Review of FEMA Role m Assisting 
State and Local Governments To 
Develop Hurricane Preparedness 
Planning 
(RCED-83~182) 

Federal Effort5 Regarding Automated 
Manufacturmg Need Stronger 
Leadership 
(AFMD-83-68) 

342 

NSF Experiment in Research Grant 
Admmistration Promising 
(PAD-82-7) 

AIMS Research Center, Moffett Field, CA 
NASA-Ames Research Center Should 

Not Have Awarded Computational 
Services Contract lo SBA and 
Technology Development of Cah- 
fomia 
(A FMD-83-40) 

NatIonal Environmental Satellite Data and 
lnfommtlon Service 
Cost Recovery Pracnces InconsIstent 

With Government Pohcy 
(GGD-83-61) 

Stronger DirectIon Needed for the 
National Earthquake Program 
(RCED-83-103) 

106 

131 

370 

343 

132 

105 Naflonal Park Service 
Are Agencies Doing Enough or Too 

Much for Archeological Preserva- 
tion? Guidance Needed 
(CED-81-61) 

The Office of Science and Technology 
Policy: Adaptation to a President’s 
Operating Style May Conflict With 
Congressionally Mandated Assign- 
ments 
(PAD-30-79) 367 

National Aasc~latlon of Sate Veter- 
ans Homes 

State Veterans’ Homes--Opportunities 
To Reduce VA and State Costs 
and Improve Program Management 
(HRD-BZ-7) 

19 

418 

Better Management of National Park 
Concessions Can Improve Service5 
Provided to the Pubhc 
(CED-80-102) 229 

Fanlities m Many National Parks and 
Forests Do Not Meet Health and 
Safety Standards 
(CED-BO-115) 

Natfonal Transportation Safety Board 
How To Improve the Federal Avia- 

tion Administration’s Abdity To 
Deal With Safety Hazards 
(CED-80-65) 277 

National Cmdlf Unlon Admlnlstmtlon 
Financial Institution Regulatory A- 

gencies Can Make Better Use of 
Consumer Complaint Information 
(GGD-8331) 

46 

95 

Illegal and Unauthorized Activities on 
Public Lands--A Problem With 
Serious Imphcations 
V.ZED-82~48) 48 

New Jersey 
Greater Commitment Needed To 

Solve Continuing Problems at 
Three Mile Island 
(EMD-31.106) 67 

. 

447 



New York Agency/Organization Index 

New York 
Need To Establish Medicaid Stand- 

ards for Intermediate Care Facili- 
ties for the Mentally Retarded 
(HRD-82-57) 

Federal Budget Concepts and Pro- 
cedures Can Be Further Strength- 
ened 
(PAD-81-36) 7 

Misuse of SBA’s 8(a) Program In- 
creased Cost for Many ADP 
Equipment Acquisitions 
(AFMD-82-9) 

172 Federal Capital Budgetmg: A Collec- 
tion of Haphazard Prachces 
(PAD-81-19) 99 

Northern Mariana Islands 
The Federal Audit Function in the 

Territones Should Be Strengthened 
(A FMD-S2-23) 

Federal Civilian Agencies Can Better 
Manage Their AIrcraft and Related 
Services 
(PLRD-83-64) 

More Guidance and Controls Needed 
Over Federal Recordkeeping Re- 
quirements Imposed on the Public 
(GGD-83-42) 

91 102 

Federal Credit Policy on Guaranteed 
Loans Should Be Clarified and 
Enforced 
(RCED-83-22) 

National Flood Insurance: Marginal 
Impact on Flood Plam Develop- 
ment, Administrative Improve- 
ments Needed 
(CED-82-105) 

103 

377 

335 

Nuclear Regulatory Commission 
Cleaning Up Nuclear Facilities: An 

Aggressive and Unified Federal 
Program Is Needed 
(EMD-82-40) 

374 
Outlook for Acl-neving Fiscal Year 

1983 Offshore Revenue Estimate. 
Possible but Not Likely 
(EMD-82-83) 

52 
73 

Greater Commitment Needed To 
Solve Continuing Problems at 
Three Mile Island 
(EMD-81~106) 

Federal Drug InterdictIon Efforts 
Need Strong Central Oversight 
(GGD-83-52) 

Federal InformatIon Systems Remam 
Highly Vulnerable to Fraudulent, 
Wasteful, Abusive, and Illegal 
Practices 
(MASAD-82~18) 

Funding Gaps Jeopardize Federal 
Government Operations 
(PAD&-31) 

Funds Needed To Develop CPI Qual- 
ity Control System 
(GGD-83-32) 

Further Improvements Needed in 
EEOC Enforcement Actiwties 
(HRD-81-29) 

Progress of Federal Procurement 
Reform Under Executive Order 
12352 
(PLRD-83-88) 

93 

376 

67 10 

Obstacles to U.S. Ability To Control 
and Track Weapons-Grade Urani- 
um Supplied Abroad 
(10-82-Z) 

6 

Small Computers in the Federal Gov- 
ernment: Management Is Needed 
To Realize Potential and Prevent 
Problems 
(AFMD-83-36) 375 

141 

224 

35 
Occupatlonal !Safcty and Health Ad- 

mlnlstratlon 

Strong Central Management of Office 
Automation Will Boost Produc- 
tiwty 
(AFMD-82-54) 

98 

Improved Quality, Adequate Re- 
sources, and Consistent Oversight 
Needed If Regulatory Analysis Is 
To Help Control Costs of Regula- 
tions 
(PA D-83-6) 

Further Research Into Noncompli- 
ance Is Needed To Reduce Grow- 
mg Tax Losses 
(GGD-82-34) 

The Challenge of Enhancing Mcrone- 
Sian Self-Sufficiency 
(10-83-l) 243 

267 

372 GSA’s Cleaning Costs Are Needlessly 
Higher Than in the Private Sector 
(AFMDN-78) 

The Davis-Bacon Act Should Be 
Repealed 
(HRD-79-18) 

351 

Dfflce of Management and Budget 
A Systematic Management Approach 

Is Needed for Congressional Re- 
porting Requirements 
(PAD-82~12) 

HEW Must Improve Control Over 
Billions in Cash Advances 
(FGMSD-80-6) 

The Federal Audit Function in the 
Territories Should Be Strengthened 
(AFMD-82-23) 

1 

91 

149 

25 

Implementing GAO’s Recommenda- 
tions on the Social Security Admin- 
istration’s Programs Could Save 
Billions 
(HRD-81-37) 

The OMB Efforts To Develop and 
Augment the Federal Information 
Locator System Have Not Met 
Congressional Expectations 
(GGD-82-76) 12 

Agencies Should Encourage Greater 
Computer Use on Federal Design 
Projects 
(LCDdU-7) 

62 

3 

Are Agencies Doing Enough or Too 
Much for Archeological Presewa- 
tion? Guidance Needed 
(CED-81-61) 

Implementing the Paperwork Reduc- 
tion Act: Some Progress, but Many 
Problems Remain 
(GGD#-35) 376 

Oflice d Federal Procurement Policy 
Agencies Should Encourage Greater 

Computer Use on Federal Design 
Projects 
(LCD-81-7) 

19 

Better Use of Information Technolo- 
gy Can Reduce the Burden of Fed- 
eral Paperwork 
(GGD-83~39) 

Improved Prison Work Programs Will 
Benefit Correctional Instltutlons 
and Inmates 
(GGD-82~37) 206 

Congress Should Consider Repeal of 
the Service Contract Act 
IHRD-83-4) 

3 

371 

23 Otflce ot InformatIon and Regulatory 
AltEArS 

Budget Implications of Savings 
Reported in the Third Summary 
Report Issued by the President’s 
Council on Integrity and Efficiency 
(AFMD-83~14) 

Improved Quality, Adequate Re- 
sources, and Consistent Oversight 
Needed If Regulatory Analysis Is 
To Help Control Costs of Regula- 
tions 
(PAD-c%@ 372 

391 Improved Standards Needed for 
Managing and Reporting Income 
Generated Under Federal Assis- 
tance Programs 
(GGD-83~55) 

Better Use of Information Technolo- 
gy Can Reduce the Burden of Fed- 
eral Paperwork 
(GGD-83-39) 23 

Congress Should Consider Repeal of 
the Service Contract Act 
(HRD-83-4) 

Federal Agencies Could Save Time 
and Money With Better Computer 
Software Alternatives 
(AFMD-83-29) 

448 

371 

14 

379 

Implementing the Paperwork Reduc- 
tion Act: Some Progress, but Many 
Problems Remain 
(GGD-83-35) 376 

Legislative and Administrative 
Changes To Improve Verification 
of Welfare Recipients’ Income 
Could Save Milhons 
(HRD-82-9) 41 

The OMB Efforts To Develop and 
Augment the Federal InformatIon 
Locator System Have Not Met 
Congressional Expectations 
(GGD-82-76) 12 



AgencylOrgankath Index 

Office of Ylcronesian Status Negotla- 
tlons 

The Federal Audit Function in the 
Terntories Should Be Strengthened 
(AFMD-82-23) 

Office of Personnel Management 
Agency Administrative Systems Need 

Attention 
(FPCD-83-15) 

Changes Needed in Calculation of 
Reduction m Civil Service Annui- 
ties for SuMvor Benefits 
(FPCD-81-35) 

Classification and Qualification Stand- 
ards for the GS-1410 Library-Infor- 
mation Service Series 
(GGD-83-97) 

Federal Information Systems Remam 
Highly Vulnerable to Fraudulent. 
Wasteful, Abusive, and Illegal 
Practices 
(MASAD-82~18) 

Federal Pay-Setting Surveys Could Be 
Performed More Efficiently 
(FPCD-81.50) 

Inadequate Internal Controls Affect 
Quahty and Reliability of the Civil 
Service Retirement System’s Annu- 
al Report 
(AFMD-83-3) 

Most Civil SeMce Disability Retire- 
ment Claims Are Decided Fairly, 
but Improvements Can Be Made 
(FPCD-8..I) 

New Performance Appraisals Benefi- 
cial but Refinements Needed 
(GGD-W72) 

OPM Needs To Provide Better Guid- 
ance to Agencies for Approvmg 
Government-Funded College 
Courses for Employees 
(FPCD-82-61) 

Steps Can Be Taken To Improve 
Federal Labor-Management Rela- 
tions and Reduce the Number and 
Costs of Unfair Labor Practice 
Charges 
(FPCD-83-5) 

Strong Central Management of Office 
Automation Will Boost Produc- 
tivity 
(AFMD-82-54) 

Uniform Guidelines on Employee 
Selection Procedures Should Be 
Reviewed and Revised 
(FPCD-BZ-26) 

Office of Science and Technology 
Policy 

Progress Made in Federal Human 
Nutrition Research Planning and 
Coordination; Some Improvements 
Needed 
(CED-BZ-56) 

The Office of Science and Technology 
Policy: Adaptation to a President’s 
Operating Style May Conflict With 
Congressionally Mandated Assign- 
ments 
(PADdO-79) 

91 

383 

380 

385 

10 

8 

382 

384 

386 

381 

101 

35 

72 

44 

387 

Uncertainties Surround Future of 
U.S. Ocean Mimng 
(NSlAD-83-41) 

Office of Technology Assessment 
A Systematic Management Approach 

Is Needed for Congressional Re- 
portmg Reqmrements 
(PAD-82-12) 

Overseas Private Investment Corp. 
Examination of Fiscal Year 1981 

Overseas Private Investment Cor- 
poration Financial Statements and 
Related Issues 
(10-82-33) 

Panama Canal Commisslon 
Panama Canal Commission Procure- 

ment and Contracting 
(NSIAD-83~1) 

Pennsylvania 
Greater Commitment Needed TO 

Solve Continuing Problems at 
Three Mde Island 
(EMD-81-106) 

Pension Benefit Guaranty Corp. 
Better Management of Private Pen- 

sion Plan Data Can Reduce Costs 
and Improve ERISA Administra- 
tion 
(HRD-82-12) 

Disclaimer of Opinion on the Finan- 
clal Statements of the PensIon 
Benefit Guaranty Corporation for 
FY 1980 
(AFMD-82-42) 

Funding of State and Local Govern- 
ment PensIon Plans: A NatIonal 
Problem 
(HRD-79-M) 

Tax Revenues Lost and Beneficiaries 
Inadequately Protected When Pri- 
vate Pension Plans Termmate 
(HRD-81-117) 

Phillips Petroleum Co. 
Need To Revise Ehglbtity Criterion 

for One Natural Gas Price 
Category and Elimmate Backlog in 
Refund Control Work 
(RCED-83-3) 

Postal Rate Commission 
Replacing Post Oftices With Alterna- 

tive Services: A Debated but Unre- 
solved Issue 
(GGD-82-89) 

President’s Council on Integrity and 
Efficiency 

Budget Implrcatlons of Savings 
Reported in the Third Summary 
Report Issued by the President’s 
Council on Integrity and Efficiency 
(AFMD-83~14) 

388 

25 

403 

389 

67 

85 

390 

2 

97 

347 

409 

391 

Securities and Exchange Commlssion 

Public Buildlngs Service 
Better Information Management 

Could Alleviate Oversight Prob- 
lems With the GSA Construction 
Program 
(PLRD-82-87) 

GSA Could Do More To Improve 
Energy Conservation in New Fed- 
eral Buildings 
(PLRD-82-90) 

GSA’s Management of Reimbursable 
Building Services Needs Improve- 
ment 
(PLRD-81-46) 

Public Health Servka 
Centers for Diaesss Control 

Centers for Disease Control Should 
Charge Fees for Various Diaanostic 
Laboratory Services - 
(HRD-82-70) 

Centers for Drsease Control Should 
Discontinue Certain Diagnostic 
Tests and Charge for Other; 
(HRD-83-37) 

The Special Supplemental Food Pro- 
gram for Women. Infants, and 
Cluldren (WIG)--How Can It Work 
Better? 
(CED-79-55) 

otlles of the Deputy A8slstant Secretary 
for Population Affairs 
Family Planmng Climes Can Provide 

Services at Less Cost but Clearer 
Federal Pohcies Are Needed 
(HRD-81-68) 

Railroad Retirement Board 
Inaccurate Fund Transfers Between 

Sonal Security Administration and 
Railroad Retuement Board 
(HRD-83-2) 

Social Security AdministratIon Needs 
To Protect Against Possible Con- 
fhcts of Interest in Its Disability 
Programs 
(HRD-83-65) 

Republic of Indonesia 
Irrigation Assistance to Developmg 

Countries Should Require Stronger 
Commitments to Operation and 
Maintenance 
(NSIAD-B-31) 

Republic of Sri Lanka 
Irrigation Assistance to Developing 

Countries Should Reqmre Stronger 
Comnxtments to Operation and 
Maintenance 
(NSIAD-83-31) 

Securities and Exchange Commis- 
sion 

Accounting Changes Needed in the 
Railroad Industry 
(AFMD-81-26) 

353 

355 

350 

180 

190 

108 

156 

68 

192 

406 

406 

104 

449 



Securities and Exchange Commission AgencylOrganlzation index 

Changing Ownership Within the U.S. 
Minerals Industry: Possible Causes 
and Steps Needed To Determine 
the Effects 
(EMD-82-41) 234 

Legislative and Administrative 
Changes To Improve Verificatron 
of Welfare Recipients’ Income 
Could Save Millions 
(HRD-82-9) 

Star Valley Cheese Corp. 
Wyoming Wastewater Treatment 

Facility Proves Unsuccessful 
(CED-81-94) 314 

41 

Improved Quality, Adequate Re- 
sources, and Consistent Oversight 
Needed If Regulatory Analysis Is 
To Help Control Costs of Regula- 
tions 
(PAD43-6) 372 

Need for HEW To Recover Federal 
Funds in Uncashed AFDC Checks 
(HRD-79-68) 148 

Prisoners Receivmg Social Security 
and Other Federal Retirement, 
Disability, and Education Benefits 
(HRD-82-43) 

Synthetic Fuels Corp. of America 
DOE Funds New Energy Technolo- 

gies Without Estunating Potentral 
Net Energy Yields 
(IPE-82-l) 140 

66 

ssflste 
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A Systematic Management Approach 
Is Needed for Congressional Re- 
porting Requirements 
(PAD-82~12) 25 

SSA Needs To Determine the Cost 
Effectiveness of the SSI Redetermi- 
nation Process and To Implement 
Recommendations Made for Elim- 
inating Erroneous Payments 
(HRD-82-126) 

Tennessee Valley Authority 
TVA’s Computer Needs Are Valid 

and ADP Management Is Improv- 
ing 
(AFMD-82-24) 397 

181 

Several States Have Not Properly 
Implemented Certain AFDC Provi- 
sions of the Omnibus Budget 
Reconciliation Act of 1981 
(HRD-83-56) 

Triennial Assessment of TVA. FY’s 
1980-1982 
IRCED-83-123) 398 

Small Bualneaa Admlnlatratlon 
Misuse of SEA’s 8(a) Program In- 

creased Cost for Many ADP 
Equipment Acquisitions 
(AFMD-82-9) 

NASA-Ames Research Center Should 
Not Have Awarded Computational 
Services Contract to SBA and 
Technology Development of Cali- 
fornia 
(AFMD-83-40) 

SBA’s 7(a) Loan Guarantee Program: 
An Assessment of Its Role in the 
Financial Market 
(RCEDdB-%J 

SBA’s Certified Lenders Program 
Falls Short of Expectations 
(RCED-83~99) 

Small Business Administration Fran- 
chise Loans: Risk of Loss Can Be 
Reduced and Program Effective- 
ness Improved 
(CED-8047) 

103 

105 

394 

396 

392 

Thayne, WY 

191 

Social Security Admimstration Needs 
To Protect Against Possible Con- 
flicts of Interest in Its Disabrhty 
Programs 
(HRD-83-65) 

Wyoming Wastewater Treatment Fa- 
ciltty Proves Unsuccessful 
(CED-81-94) 314 

192 

Social Security Needs To Better Plan. 
Develop, and Implement Its Major 
ADP Systems Redesign Projects 
(HRD-81-47) 

Trust Territory of the Pacific Islands 
The Challenge of Enhancmg Microne- 

sian Self-Suffictency 
(10-83-I) 243 

152 

The Federal Audrt Function in the 
Terntones Should Be Strengthened 
(A FMD-82-23) 91 

Social Security’s Field Office Manage- 
ment Can Be Improved and Mil- 
lions Can Be Saved Annually 
Through Increased Productivity 
(HRD-82-47) 171 

Solving Social Security Computer 
Problems: Comprehensive Correc- 
tive Action Plan and Better Msn- 
agement Needed 
(HRD-82-19) 

Union Camp Corp. 
Contract Conditions and Specihca- 

ttons Unduly Restricting Competi- 
non 
IGGD-81-39) 408 

167 

Boctal Becurtty Administration 
Complete and Accurate Information 

Needed in Social Security’s Auto- 
mated Name and Number Files 
(HRD-82-18) 174 

Discontinuing Social Security’s Cur- 
rently Insured Benefit Provision 
Would Save Millions and Eliminate 
Inequities 
(HRDaZ-51) 173 

Examination of the Social Security 
Administration’s Systems Modemi- 
ration Plan 
(HRD-82~83) 175 

Implementing GAO’s Recommenda- 
tions on the Social Security Admin- 
istration’s Programs Could Save 
Billions 
(HRD-81.37) 62 

Inaccurate Fund Transfers Between 
Social Security Administration and 
Railroad Retirement Board 
(HRD-83-2) 68 

The Social Security Administration’s 
Management of Personal Property 
at Headquarters Needs Improve- 
ment 
(HRD-83-50) 

Union of Soviet Socialist Republics 
Lessons To Be Learned From Offset- 

tmg the Impact of the Soviet Grain 
Sales Suspensron 
(CED-81-110) 

193 United Nations 
VA Improved Pension Program: 

Some Persons Get More Than 
They Should and Others Less 
(HRD-80-U) 69 

Offlcs oftha Hlgh Commissioner for Refu- 
9-s 
lnternatronal Assistance to Refugees 

m Africa Can Be Improved 
(10-83-2) 

Offlca of Family Aaslstanca 
Action Needed To Avert Future 

Overpayments to States for AFDC 
Foster Care 
(HRD-81-73) 

HHS Moves To Improve Accuracy of 
AFDC Administrative Cost Alloca- 
tion: Increased Oversrght Needed 
(HRD-81-51) 

153 

154 

111 

Unlted States Arms Control and Dis- 
armament Agency 

ACDA’s Coordination of Federal 
Arms Control Research and Man- 
agement of tts External Research 
Program Still Need Improvement 
(NSIAD-83-67) 

Need for Internal Control Improve- 
ments at ACDA, Including Ade- 
quate lntemal Audit Coverage 
(NSIA D-83-68) 

WI Conservation Benflce 
Continuation of the Resource Conscr- 

vation and Development Program 
Raises Questions 
(CED-81-120) 

Need To Improve Management of 
ACDA’s Automatic Data Process- 
ing and Operatrons Analysrs Func- 
tions 
(NSIA D-83-64) 

110 

88 

400 

401 

399 

450 






























































































