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COMPTROLLER OlENERAL OF THE UNITED STATES 

WASHINOION.0.C. 20548 

D-. 1973a3 
A* 

The Honorable Bennet 
House of Representat 

Dear Mr. Stewart: 

In your September 25, 1979, request you asked that we 
study the spending patterns of the departments and agencies 
of the Federal Government to determine whether there is a 
correlation between the utilization of appropriated funds 
and the time during the fiscal year when the funds are. spent. 
In response to your request we have assembled information 
on gross obligations incurred during fiscal years 1977, 1978, 
and the first half of 1979. We have analyzed this information 
by quarter within the fiscal year. In addition, we have 
analyzed the last quarter of the fiscal year by month. The 
data are presented: 

--in total for Government-wide gross obligations, 

--by departments and agencies, and 

--by the purposes for which funds were obligated in 
categories such as personal compensation and trans- 
portation of persons. 

We found that a disproportionate amount of obligations 
occurred in the last quarter of the fiscal year. Further, 
within that quarter a disproportionate amount of obligations 
was incurred in September, the last month of the quarter. 

Our analysis showed that agencies differed in the pro- 
@ortion of obligations made at the end of the fiscal year. 
Data assembled show that certain agencies had a large 
proportion of their annual obligations at the end of the 
year in both fiscal years 1977 and 1978. 

Since the purposes for which funds are obligated may 
affect spending patterns of the funds, we also analyzed 

bligation data by object class. Object classes are used by 

F 

he Office of Management and Budget to classify spending in 
erms of use. We found that object classes also differed in 
he proportion of obligations made in the last quarter. 
ertain object classes have disproportionate yearend obli- 
ati’ons in both years analyzed. 

C Further analysis and verification are needed before 
onclusions should be drawn from this information. Obligation 
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of disproportionate amounts during the end of the fiscal year 
may be for legitimate reasons. Data errors and adjustments 
must be identified and adjusted before valid conclusions can 
be drawn. Nevertheless, we believe that these data can be 
used aa a rough gauge of spending patterns. Additional details 
on our analysis are discussed below. 

Government-wide zoss --mm --“---_I.. obliqations . ..-m-1_-- _1d...--_1 

In terms of percentage of total obligations made during 
each quarter of the fiscal year, the fourth quarter of both 
fiscal years 1977 and 1978 was larger than other quarters. As 
illustrated by figure 1, 33 percent of fiscal year 1977 obli- 
gations were made in the last quarter and 31 percent in the _ _-_ 
last quarter of fiscal year 1978. 

COtifW?ISON OF PERCENT OF QROSS 06UGiAfIONS 
JtWRRED BY WARTER FOR Fy 77 AND FY 78 
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Further analysis of the fourth quarter spending surge 
showed that another disproportionate spending pattern takes 
place within these last 3 months of the year. As illustrated 
by figure 2, September (the last month of the year) accounted 
for the majority of the fourth quarter’s surge. In 1977, 
September made up 73 percent of the quarter’s obligations. 
A lower, but still disproportionate percentage was obligated 
in September 19780-48 percent. 

COMPARISON OF PETRCfNT OF GROSS OBLIGATIONS WCURRED 
BY tlOtJlM IN TtE FOl#?Tti OUARTER fOR N 77 AND FY 78 
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While percsntagss are the beet overall measure for 
comparison, the amount of dollars by quarter is also a useful 
measure. In dealing with Government-wide financial data, it 
should be remembered that 8 small percentage can represent a 
large dollar amount. A 1 percent difference in fiscal year 
1978 obligations represents $5.8 billion dollars. Our analysis 
Of dollar data showed a Government-wide surge at the end of 
the fiscal year. A comparison of the quarterly obligations 
for fiscal year 1977 ($591 billion) and fiscal year 1978 
($580 billion) is presented in figure 3. 

COMPARlSON OF @ROSS OBLIGATIONS INCURRED 
BY OUARTEI;I FOR FY 77 AND Ff 78 

FY 78 
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D01lar Cl&t8 for the last quarter by inonth ahow the 
Governmnt-wide surjs which takoe place In September. 

COMf'ARISON OF OROSS Ol%.IGATIONS WClJl?@D 
Bv HONTH IN THE FOURTH QlJARtER 

POR FY 77 AND FY 78 

FV 78 

i The or>ligation pattern for / 1 indlviilual dcparthnents and apnci- 

A.gencies differ Jreatly in tne 2rogortion of their annual 
ouliJations incurred at the end of tne fiscal year. Detailed 
taoles i>rOVidt?d in apgendix I 2.hoW J;>llars and g2rcentages 

I 5 
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QDligated by elnch depart;ncnt mxl agency. These data are 
provided for fiscal years 1977 and 1379, the first half 
of 1979 on a quarterly basis, and by month in the fourth 
quarter. 

The following entities obligated inore than one third 
of their annual totals in the fourth quarter of both fiscal 
years 1977 and 19713: 

The Judiciary 

Funds Appropriated to the President 

Oepar t,nent of Health, Education, and $Jel fare 

tiepar Lnent of dousing and Urban Development 

r)epartrnent of tne Interior 

Environinental Protection Agency. 

For three entities, over 60 percent of last quarter 
ooli3ations were ~nade in September in both fiscal years 1977 
an9 1979: 

Tne Judiciary 

Depart&ant of Energy 

Environmental Protection Agency. 

3oject class analysis 

Yearend suqes in obligations were also apparent fro.n our 
analysis of object classes. abject class categories describe 
the activities for which funds are used and include such 
categories as personal compensation, travel and transportation 
ofj Gersons, and interest and dividends. Data on these 

6 
3 

[ 

1 

ividual ooject classes are orovi3ed in appendix II. These 
ect classes are suininarized in five categories. The cnart in 
ure 5 shows tne a:nount of annual obligations devoted to 
h summary category. It also shows obligations for the 
Jest category-- grants and fixed charges--oy quarter. As 
il agency data, greatest amounts are obligated in the fourth 
rter. 



FIGURE 5 

GROSS OBLIGATIONS INCURRED BY CATEGORIES OF 

OBJECT CLASS WITH AN ANALYSIS OF PERCENTAGES 

IN THE LARGEST CATEGORY BY OUARTERS 

(In billions of dollsrr) 

FY 77 

FIXED CHARGES 
_--- 

---- 

&.--- 
g347----- 

FY 78 

GRANTS & 

FIXEDCHARGES _---- 
__----- 

~34~--w+------ 

7 
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3ur analyeis showed that four individual object classes 
incurred lnore than one-taird of their annual ooligations in 
the last quarter of both years analyzed. 
in table 1. 

These are presented 

Table 1 

Percentage Jbligated in the Fourth Juarter 

3oject Class FY 1977 FY 1978 

Jenef its to Poriner personnel ii/ 56% 57% 

Srants, subsidies, and contributions 50 43 

Transportation of things 72 36 

Invest‘nents and loans 44 34 

g/In ilis Hoveinoer 29, 1979, testinony oefore tne Senate 
Co,nmittee on ;;o,vernrnental Affairs, 3uocom:nittee on Jver- 
si3nt of &vernaent itianagement; the Executive Associate 
Director for audget, 
pointed out reporting 

Office of Nanagement and i3udget 
classification errors involving two 

personnel benefit items ($3 billion) which always occur in 
Septemoer. Tnese errors could account for the nigh fourth 
quarter Gercentage in this case. 

Limitations on Data 

While there is clear evidence of a yearend spending 
surge, in i)ur opinion, further analysis of reasons for 
surges and verification of data are needed before any specific 
conclusions can oe derived. 

Analysis of reasons for surges 

In my recent testimony before the Subcomnittee on ijuman 
Resources, douse Committee on Post Office and Civil Service, 
,I stated that 
lin Government 

“Tne groolems associated with year-end aurJes 
spending--, disruption of orderly fundin of 

,;overnment, operations, oypassing certain procure!nent controls, 
jand inflationary impa& an the economy--are of concern to ooth 
jtne legislative and executive branches.” As I painted out then, 
jthia is a matter tnat snould generally DC examined on a 
Gase-uy-case basis. ,rilere may be legitimate reasons fJr yearzn3 
Ispending surges in some cases. I am enclosing a copy of a 
/recent letter to Representative Ike Skelton in wnich we 
pite recent work on specific cases. vJe al so have a ,najor 
ptudy in Qrogress for tne Chair‘nan, :Iouse Post Office and 
Fivil service Committee, Subcohnittee on :Juaan Resources, 3n 
, 
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reasons for yearend spending. This work is expected to be 
com;?leteJ in June 19t30. 

Verification of data 

uJe nave noted some questionable items within the published 
Jata on ouliyations. Data for this report to you were obtained 
froril rreaaury Bulletins for Nay 1977 through September 1979, 
and we have not verifie.d these data. 

auestionable ite,ns include: 

1) Fiscal year 1977 personnel compensation figures by 
quarter are 23, 24, 45, and 8 percent in fiscal year 
1977. A more even flow for personnel compensation 
would be expected and took place in fiscal year 197a 
(23, 24, 24, and 29 percent). 

2) Supplies and materials were almost twice as high in 
fiscal year 1977 as in fiscal year 1978. 301 iga- 
tions for the single month of September 19’77 were 
$38.3 billion. JYhis was greater than the total for 
fiscal year 1978, which was $33.2 billion. 

3) L?lany negative ooligation numbers appear in the 
Treasury aulletins. Negative numoers would ‘not 
normally oe expected for gross ooligations. 3ne 
such negative number --$1.8 oillion for August 1977 
Department of Commerce obli,3ations--was the result 
of 3 clerical error. (See appendix I, table 3.) We 
did not attempt to obtain the correct amount or adjust 
data Grovided. 

& nave not provided data for the last two quarters of 
fiscal year 1979. According to a Treasury official, Complete 
Eiscal year 1379 Jata will not be available until Feoruary 
or ~~!arc~l 1980. iJe will be happy to coinplete the analysis of 
fiscal year 1973 at that time if requested. 

* * * 

In order to ifleet your requested timeframe for receipt of 
tnis report, we nave not ;>otained co,nments from the Depart- 
I ent 
: 

of the ‘Treasury. Ilowever, we glan to furnish these data 
3 Jcgart,nent of rreasury officials and will advise you of 
neir consents. As agreed with your office, we plan no 
urtner distrioution Jf t:lis Jaterial until 4 days from the 
ssuance date. At that ti)ne, we will send copies to a num3er 
f interested parties. 

3 
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We hope that these data will be useful to you as a rough 
indicator of spending patterns. Again, I would caution that 
these data should be used only as a preliminary guide to future 
questions. We will be happy to further discuss this infor- 
mation with you at any time, 

Comptroller General 
of the United States 

. 

. 
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Table 6 

crnm Oblipations Incurred Outaide the Poderel Gowrnmant 
by Daqrrtment or Amncy. Fiscal Yrrrxz 

(‘h millionr of dollar8) 

F 

p~nrtmaot or Amancy -- 

LcC.irlntivc Brrnch 
Thcr Jud 1c iery 
twclcutive OfPice of rho Prrmidmt 
Funds rppropriatad to the Prwidrnt: 

Intwnation61 security araiatancc 
International drvslopnent msirtmcr 
Other 

&rIculturu Department: 
Cmnodiry Credit Corporation 
Other 

Commerce Department 

Dafrnee Department: 
Mi li ret-y: 

Department of the Army 
Department of the Navy 
Department of the Air Peru 
rhfmmt a&tsnchl 
Civil defanre 

CiVll 
Emrpy Deprrtmrnt 
Health. Education. and Welfare 

D~prrtmmt 
Wouoing and Urbrn Dwalopmant Dept: 

Cwermenr National Mortgage 
Amocirtion 

lloualm for tha elderly or 
handicapped 

Other 

Interior Dcparment 
Justice Mpartment 
Ubor Dapartxwnt 
state ~partmant 
Trm8portatlon Cepartmmt 
Trwury Dapfirtment: 

Intare8t on th6 Public debt 
Interest on refundr. etc. 
Cmrral revmu@ eharln$ 
Ocher 

Ilnviromental Protection &ency 
Caneral Service@ Administration 
Iationel Aeronautics and Spece 

Mminirtration 
Veterena Mrainlntr4tlon 
Other independent agencies: 

Export-Import Bank of U.S. 
Small Bualne~s Administration 
Tenneaeee Valley Authority 
Other 

Total 

lat Quarter 2nd Qusr t@r 

Amount Amount 

9 240 

12 

$ 227 

10 

Totrl 

$ 467 

22 

9 21 30 
1,309 393 1,702 
1,609 270 1,959 

3,476 3,624 7,100 
6,489 9,039 15,528 

600 632 1,232 

7,873 7.206 1.5 ,079 
13,493 11,181 24,614 

9,888 8,830 18,718 
5,309 5.272 10,581 

26 33 59 
910 593 1,503 

5,233 1,993 7,226 

12,457 14,328 26.785 

14 13 27 
983 1,883 2,866 

1,483 1,122 2,605 
794 477 1,271 

6,991 3,004 9,995 
328 359 687 

1,39P 1,500 2,898 

12,641 10,173 22,814 
80 85 173 

2,257 1,903 4,160 
37,273 37,661 74.934 

525 917 1,442 
825 097 1,722 

1,321 1,177 2,490 
5,345 5,352 10,697 

1,847 313 2,160 
377 560 937 

2,049 949 2,998 
6,097 6,658 12.755 

$151.649 

/ ’ 
$ 3,643 $ 3,404 $ 7,047 

349 326 
-.-A 

$ 3.739 
--- 

675 
17 

$ 7.739 

119 

$138,774 
-- -.- 

119 , 

$290.423 

15 
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Gross Obf~atioes Incurred ikztsidc the Federal Gweromeot 
~aAjeeclass,FisoalYeatl977 al - 

(In millions of dollars) 

~1ect class 

~rronal services and benefits 
o=&mseion 

Fbsamel b&fits 
i..nefits for former personnel 

Cutiitractual services aod supplies 
~~~,,,laGd trasportation of persoos 

cransportetion of things 
:\..-nt l coeunications, and utilities 
!‘rinting and reproduction 
Jchrr services 
supplirs aod materials 

v &,tgsition of capital assets 
m :.!uip~+znt 

t .ds and structures 
L ;vestments and loans 

Cr.ints and fixed charges 
t.l-.lntd, subsidies, and contributions 
lA.~.urance claims and iodemities 
Lutrrest and dividends 
i<<.funds 

Other -- 
Undistributed U.S. obligations 
rrrlira+latn-- 
Lmvouchered 

l 

Cross obligations Incurred 

1st Quarter 2nd Quarter 3rd Quarter 4th Qasrter 

Percentage 
Amount of rota1 !# Aeount 

Percentage 
of totalw -t 

Percentage Percensage 
of total&/ Aratotof total tJ 'fbtal 

s 12.an 23% $13,116 242 $24,585 45% $ 4,603 B% $ 54.941 
495 28 365 20 428 24 496 28 1.784 

2.418 14 2.517 15 2,516 15 9.533 56 lb.984 

404 22 428 23 773 42 242 L3 1.847 
437 9 464 9 539 If 3,616 72 5.056 
a2 27 864 27 1.245 38 256 a 3,247 
108 23 89 21 131 31 97 23 425 

11,528 28 9,834 24 12,807 31 6.491 16 40.660 
7,488 12 6,787 11 16,296 25 33,631 52 64,202 

5.631 l 5,073 * 11,085 f -1,063 
1,355 21 1,746 27 1,859 29 1,405 
3,858 17 3,778 17 5,127 22 10,173 

20,726 
6.365 

22,936 

23,313 14 26,737 17 30,207 19 80.642 
36.566 24 39,120 26 37.315 25 36,620 
10,150 29 7,273 21 9,948 28 7,631 

284 20 358 25 394 27 399 

If&,899 
149.621 

35,004 
1,435 

457 
1,731 

53 

$119.995 

* 
t 
* - 

20% 

553 
1,408 

45 

f 
* 
t - 

20x 

-812 
1,734 

47 

$120,557 $156.224 

* 
t 
t - 

27z 

-163 
-390 

-46 

$193.973 

l 

22 
44 

50 
25 
22 
28 

* 
* 
l 

-  

331 

35 
4,483 

99 

$590,749 
- 

b-==Nnrrv~~ acrmsto1ooaketo~. 

* Because negative figures occurred during this fiscal year, no percentages have been calculated. 



Table 8 

Gross Obligations Incurred Outside the Federal Covermeat 
by Object Class, Fiscal Year 19774th Quarter af 

(In millions of dollars) 

Object Class 

July ktgust 

Percentage Percentage 
hunt of Quarter w Ammmt ofw 

Personal sewi-ces and benefiti 
Pa-samel csxlpsation 
per-1 -fits 
Benefits for former personnel 

Contractual services and supplies 
Travel and transportation of persons 
Transportation of things 
Rent, co~nications, and utilities 
Printing and reproduction 
Other services 
Supplies and materials 

Acquisition of capital assets 
l- Equipment 
4 Lands and structures 

Investments and loans 

Grants and fixed charges 
Grants, subsidies, and contributions 
Insurance claims and indemities 
Interest and dividends 
Refunds 

Other 
Undistributed U.S. obligations 
Obligations incurred abroad l 

Unvouchered 

Gross obligations incurred $11.984 6% $41 218 A 21% 

$-a,275 
121 
781 

-197 
- 46 
-280 

0 
-1.8UO 
-6,667 

-5,093 f 1,570 * 2,460 * 

689 t 1,188 l -472 * 

862 8 2,899 2d 6,412 63 

16,469 20 8,200 10 55.973 69 
12,286 34 11,439 31 12,895 35 

2,794 37 2,635 35 2,202 29 

23 6 178 45 198 50 

-28 
328 

-.-.u 

l *2 
25 

$ 5,396 l * 
170 34 

8 afo 9 

f 
* 
* 

* 
* 

191 * 
156 * 
238 * 
31 32 

2,09G t 
2,045 l 

* 452 * 
* 1,503 l 

* 19 l 
- -  

septenber 

Percentage 
&smmt of ptbarter u 

$ 7.282 
205 

7,942 

l % 
41 
83 

248 
3.sw 

298 
66 

6,193 
38.253 

4 
* 
* 

68 
t 
l 

-587 t 
-2,221 l 

-82 l 

$140,771 
- 

7s 

b/Fercentages may not add acrcs~ to1ooduetotwnding. 

* Because negative figures occurred during this fiscal year, PO percentages have been calculated. 



Table 9 _sc~ 

Gross Obligations Incurred Outside the Federal Goverillaent 
by Object Class, Fiscal Year 1978 

(In r~illi~ns of dollars) 

1st Quarter 2nd Quarter 3rd Quarter 4thmarter 

PercentaRe 
of totaid 

Percentage 
of total& &ount 

Percentage Percentage 
~ie&Class 
Personal services and benefits -- 

varrpensatica! 
Fv2ramwl benefits 
Benefits for former personnel 

kount 

$ 13,746 23% $ 14,462 24% $ 13,961 
323 46 152 22 87 

2,569 14 2,714 15 2,485 

of tote1 #Total -- _ -- of total 

241 
12 
14 

$ 17,123 2* s 59,292 

13s 19 697 
10,138 57 17,906 

432 18 652 28 600 26 662 
456 24 386 21 351 19 675 
869 22 1,209 30 965 24 998 
133 23 128 22 143 2s 177 

11,763 24 14,471 29 10.776 22 
9,152 

12,569 
28 7,223 22 8,262 25 8.530 

28 2,346 
36 1.w 
25 4,041 
30 581 
25 49,579 
26 33,217 

5.858 27 5,757 27 5,011 23 4,988 23 21,hl ; 
1.264 19 1,619 24 1,388 20 2,505 37 6,316 
7,382 21 8,739 25 6,945 20 12,051 34 35,117 

30,768 21 22,457 15 31,879 21 63,749 43 148,8i3 
11,505 8 64,167 42 36,910 24 39,622 26 152,20~ 
12,598 30 7,494 18 13,516 33 7,979 19 41.wi 

228 29 237 30 302 39 15 2 7x2 

-413 
1,938 

55 

-182 
1,781 

51 

* 
t 

2L 

-450 
-2,030 

-1.15h 
3.355 

216 

$110.626 $153.517 

* -111 
* 1,666 

24 51 

27% $135.187 23% $179,!x5 

rt 
* 

27 

31% $Sf8,8?, 

Contractual services and supplies 
Travel and transportation of oersons 
Transportation of things L 
Rent, c~nications, and utilities 
Printing and reproduction 

P 
Other services 

co Supplies and zmterials 

Acquisition of capital assets 
Equipment 
Lands and structures 
Investments and loans 

Grants and fixed charges 
Grants, subsidies, and contributions 
Insurance claims and indemities 
Interest and dividends 
Refunds 

-._ Other 
Undistributed U.S. obligations l 

Obligations incurred abroad 
Unvouchered 

Gross obligations incurred 

* Because negative figures occurred during this fiscal year, no percentages have been calculated. 



cbie& class 

~ersonaf services ad beneffts 
Personnel ccmpensatj.an 
Personnel txnefits 
Benefits for former peTsonnef 

$ 4,914 29% $ 4,978 29% $ 7.231 42% 
54 40 57 42 24 18 

895 9 855 8 8,388 83 

Contractual services and supplies 
Travel and transportation of persoos 
Transportation oi things - 
Rent, comraunications, and utilities 
Printing and reproduction 
Other services 
Supplies and materials 

Acquisition of capital assets 
Equipment 
Lands and structures 
Invesments and loans 

184 28 201 30 277 
108 16 131 19 436 
284 28 282 28 432 

23 13 49 28 105 
2,951 23 2,711 22 6.957 
1.986 23 3,168 37 3,426 

976 20 1,134 23 2,878 
330 13 457 18 1,718 

3,355 28 3,010 25 5.686 

Grants and fixed charges 
Grants. subsidies. and contributions 15.255 24 10,218 16 38,276 
Insurance claims and indemities 13,409 34 13,416 34 12,797 
Interest and dividends l 1,654 21 3,276 41 3.049 
Refunds 47 * 50 l -82 

Other 
Undistributed U.S. obligations 
Unobligations incurred abroad 
Unvouchered 

792 
a54 

20 

57 * -1,299 
724 * -3.608 

18 31 21 

Gross obligations incurred %!iWS 27X $44.792 25% S&662 

aJFercentagesrmynotacHacrc~s to 10-O du2 to l7lnmaq. 

* Because negative figures occurred during this fiscal year, no percentages have been calculated. 

42 
65 
43 
59 
55 
40 

58 
69 
47 

60 
32 
38 

l 

* 

2  
-  

48% 



Qantsandfixed&ames 
Grants,subsidies,andantributions 
Insuramzclai1~~andin~tie5 
fnterestanddividenifs l 

ReM 

other 
thdist.rM U.S. obligatials 
ur&ligaticnsirtcurredatgoad 
m- 

&lioatia3s in- $151,651 $138,763 

$ 14,759 $ 15,214 
159 I.26 

2,779 2,884 

585 584 
514 473 

1,610 859 
167 150 

16,030 11,082 
9,500 7,203 

7,434 6,414 
1,619 1,463 
9,715 8,405 

38.926 25,891 
40,787 40,979 
13,640 11,531 

125 153 

-674 3,314 
1,906 1,986 

60 57 

t 



UNITED STATES GENERAL ACCOUNTING 0FFIC.E 
WASHIN67’ON, D.C. 20548 

IN RbLY 
RUER TOI 

B-160725 JULY 19,1979 

Ths Honorabls Ike Skalton 
Housah of Raprassntativas 

Dmr Mr. Skaltont 

This is fn rmponara to your letter of April 23, 1979, 
in which you asked if any study on a government-wide or 
agency-by-agency basir has been done on the porcetntaga of 
annual allocations spent for travel, equipment, and supplies 
during ths last quarter of a fis.cal year. You also asked 
for result8 of studies or investigations by this office and 
for our suggestions on how to counter such yearend spending. 

GAO has conducted and continues to conduct numerous 
reviews of agency procurement policies, procedures, and 
practiceas, While few of these reviews are directed specifi- 
cally toward yearend spending issues, we have issued reports 
that address certain yearend, spending practices at the 
following agencies --General Services Administration, Department 
of the Army, Maritinie Adminiatration, Environmental Protection 
Agency, Department of Transportation, and the former Office of 
Economic Opportunity. 

These studies have found that funds are sometimes " 
obligated at the end of the year to prevent budget authority 
from lapsing. This can lead to problems with the validity 
of yearend obligations , questions on the current needs for 
supplies or services, as well as the fairness of prices 
negotiated without competition and under hurried conditions. 
Recommendations in these reports have generally been directed 
to improvements in procurement practices for the specific 
situations involved. We have summarized the findings and 
recommendations of these reports as they relate to yearend 
spending and have included them as an enclosure. 

We currently have underway studies on yearend spending 
at the Environmental Protection Agency and the Department 
of Defense. These studies are not yet complete; however, 
we can brief you or your representative if you desire. In 
addition, we have recently received a request from.a House 
Committee to conduct a broad review of yearend procurement 
in civil agencies. 

PAD-79-75 
(990516) 
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Congress has recognized that excess funds have been 
used at yearend for items that are not valid requirements 
of the specified year and has taken action in appropriation 
acts to limit the amount of obligations that can be incurred 
at the end of a fiscal year. 
acts contain such limitations. 

For example, two appropriations 

of Defense Appropriation Act, 
Section 819 of the Department 

that: 
1979 (P.L. 95-457) provides 

"Not more than 20 per centum of the 
appropriations in this Act which are limited 
for obligation during the current fiscal year- 
shall be obligated durinq the last two months 
of the fiscal-year: Provided, That this section 
shall not apply to obligations for support of 
active duty training of-civilian compbnents or 
summer-camp training of the Reserve Officers' 
Training Corps." 

The! Foreign Assistance and Related Programs Appropriation 
Act, 1979 (P.L.95-481) provides that: 

"Sec. 102. Except for the appropriations 
entitled 'Contingency fund', 'International 
disaster assistance', and 'United States emer- 
gency refugee and migration assistance fund', 
not more than 15 per centum of any appropriation 
item made available by this Act for fiscal year 
1979 shall be obligated or reserved during 
the last month of availability,” 

While the above actions by the Appropriations Committees 
may limit the total amount of obligations to be incurred near 
the end of a fiscal year, they do not guarantee that such 
obligations are for goods or services needed at that time or 
th+t proper procurer,ent practices are followed.' For example, 
our report on Department of the Army operations and maint- 
enance accounts disclosed that while the Army had complied 
with the congressional contraints on the rate of yearend 
obligations, we found several instances where obligations 
were recorded prematurely and did not represent bona fide 
ne4ds of that fiscal year (see enclosure, page 3). 

While we have made several recommendations related to 
in the reports issued, we believe that a 

nificant underlying problem is that there are no incentives 
to spend the funds appropriated. As pointed out in your 

often fear that future appropriations will 
if current funds are not spent by the end of the 

I 
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fiscal year. Even in instances where multi-year and no-year 
funds do not expire, and there is no time pressure to obligate 
the funds prior to the end of the fiscal year, the increased 
levels of unobligated balances in recent years have oeen a 
concern of the Congress. Hence, unobligated balances that are 
carried forward raise questions as to whether too much funding 
was provided or whether the programs are being carried out in 
a timely manner. However, we believe these are not issues that 
should be generalized aboutt for the most part they have to be 
monitored and examined on a program-by-program basis to assess 
the validity of the needs. 

I trust that the information provided herein will be of use 
to you. Should you have further questions on these matters, 
please contact us. 

Sincerely, 

QvhY&ib~*~p 
Harry S. Havens 
Director 

Enclosure 



. 



ENCLOSURE I ENCLOSURE I 

GENERAL ACCOUNTING OFFICE 
REPORTS ON YEAREND SPENDING 

GENERAL SERVICES ADNINISTRAi3ON 

General Servicer Adminirtration’s practices 
for altaring lwrred buildings should b 
improved. (LCD-78-338, Saptsmber 14, 1!78). 

Findings and Conclurionr 

The General Services Administration had too much 
flexibility in funding altaration work in leased buildings 
Ln fiscal year 1977. In addition to funds made available 
by tenant agencies, ssveral Federal Buildings Fund accounts 
were used. Greater emphasis seems to have been placed on 
obligating available funds balances by the end of fiscal 
year 1977 than on adhering to sound contracting practices 
and effective budgetary controls. Several yearend obliga- 

mtions may be invalid or misclassified. In April 1977 
the Commissioner of the Public Buildings Service notified 
the regions that he was concerned about large unobligated 
balances in three accounts. The regions were urged to 
obligate available funds before the end of the fiscal year. 
The regions responded and the level of obligations increased 
significantly in September, the last month of the fiscal 
year. For example, in Region 3, obligations for alterations 
and major repair funds increased from a monthly average of 
$4.4 million for 11 months to $9.3 million in September, an 
increase of 111 percent. For another account, about 
$4.1 million, or 51 percent of the total amount, was obli& 
yated for alterations in September 1977, with $3.1 million 
during the last 15 days of the fiscal year. 

Recommendations . 

We recommended that the Administrator of General 
pervices: 

---Limit the use of letter contracts as' a means of 
obligating yearend fund balances consistent with 
the criteria in the Federal Procurement Regulations. 

--Take appropriate steps to insure (1) that accelerated 
yearend spending is avoided, (2) that yearend obliga- 
tions are valid, and (3) that budgetary controls 
and contracting procedures are followed. 
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MARITTME ADMINISTRATION, ENVIRONMENTAL 
PROTECTION AGENCY, AND THE DEPARTMENT 
OF TRANSPORTATION 

Federal agencies' contracting for research 
and development in the private, profitmaking 
sector. (PSAD-77-661 March 24, 1977). 

Findings and Conclusions 

We examined 111 research and development contracts 
awarded to profitmaking firms in fiscal year 1975 by the 
Maritime Administration, the Environmenal Protection Agency, 
and the Department of Transportation (Federal Aviation 
Administration, National Highway Traffic Safety Administration, 
Federal Railroad Administration, and Office of the Secretary). 

The agencies awarded 65 percent of their contracts to 
profitmaking firms in the last month of the fiscal year. The 
Maritime Administration awarded 73 percent of its contracts 
during the month of June; 42 percent in the last 2 working days 
of the fiscal year. 

Awarding a linrge number of contracts at the end of the 
fiscal year suggests improper planning and implies that 
funds are obligated to prevent the authority from lapsing or 
to avoid reductions in future appropriations. EPA and FAA 
have issued policies discouraging peak buying at the end of 
the fiscal year. These policies recognize that proper 
planning would enable the distribution of contract awards 
throughout the year and minimize bottleneck conditions at 
year's end. According to the policies, peaks in procurement 
can cause: 

--Inadequate review of projects, inexact w&k 
statements, and/or incomplete proposal evaluations. 

--Awarding of unnecessary contracts. 

--Lower quality proposals because of peaks in 
contractor workload when most solicitations are 
issued about the same time. 

--Increased cost to the Government due to overtime 
in the procurement office. 

Agency officials believe they are expected to obligate 
R&D funds in the fiscal year in which they are appropriated, 
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even if the funds remain available for obligation in the 
following year; otherwise they will be vulnerable to 
criticism and congressional action reducing funding in 
subsequent years if appropriations are carried over to the 
next fiscal year. If subsequent appropriations are reduced, 
agencies may be unable to fund needed projects. 

There are varying perceptions among agency officials as 
to why award concentrations occur at the year's end. Some 
believe it is caused by delays in the procurement offices and 
others, by poor planning in the R&D program offices. Still 
other officals attribute this problem to R&D funds not being 
appropriated before the start of the fiscal year. 

Recommendations 

None 

DEPARTMENT OF THE ARMY 

Policies and practices for obliqatinq 
operations and maintenance appropri- 
atlons funds durinq the last 2 months 
of fiscal years 1969 and 1970. (B-174211, 
October 26, 1971) Note: Although this 
report 1s about 8’years old, it illustrates 
the role of stock funds in yearend obli- 
gations. 

Findings and Conclusions 

For fiscal years 1969 and 1970, the Department of 
the Army had complied with congressional restraints regard- 
iny the rate of obligations to be incurred in the last 
2 months of the year. We noted, however, several instances 

lat Fort Carson and Pueblo Army Depot where funds had been 
~obligated contrary to DOD and Army regulations or were not 
lfor bona fide needs of the current fiscal year or for re- 
lplacing stocks used in that year. 

At Fort Carson we found that $181,000 of items 
requisitioned from the stock fund in June 1969 were turned 
in shortly after the beginning of fiscal year 1970 and were 
credited to 1970 obligational authority. The intent of 
these transactions had been to use 1969 funds to procure 
items for which there were continuing requirements and to 
alleviate the impact on 1970 funds. 
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At Pueblo wb faund that $1311600 had bern prematurely 
oblfgatad on Juna 30, 
dslivered until July. 

196g1 for I3&qUi.@itiOn that Were ROt 

At Purblo WB found that Juna 1970 requisitions 
valued at $17,526 were not supported by demand history 
data and were not valid fiscal year 1970 requirements* 

At Pueblo one of the techniques used to ensure full 
utilization of funds at year-end was the submission of 
requisitions on the otock fund on a fill-or-kill basis. 
If items requisitioned on this basis were available in 
the stock fund inventory, they were issued and an 
obligation was established prior to year-end. If the 
items were not in stock, however, the requisition was 
cancalled, instead of backordered, and the requisitioning 
organization than was notified that the funds were 
available for other requirements. 

Recommendations 

We recommended that the Secretary of the Army: 

--issue guidance near the end of each fiscal year 
emphasizing the requirements of DOD and Army 
instructions that pertain to the establishment of 
valid obligations. 

--take specific action to (1) prevent the manipula- 
tion of stock fund transactions for the purpose of 
transferring obligational authority for annual 
appropriations from one fiscal year to the next 
and (2) preclude the acceleration of stock fund 
issues that were programmed for a subsequent 
fiscal year solely for the purpose of obligating 
funds available near the end of the current year. 

--issue instructions that requisitions on local 
stock funds not be issued on a fill-or-kill 
basis unless there is a valid operating need 
to procure the items elsewhere if the stock 
fund cannot fill the requisition promptly. 

-4- 
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THE FORMER OFFICE OF ECONOMIC OPPORTUNITY 
(Now the Community Services Administration) 

Contract award procedures and practices 
of the Office of Economic Opportunity 
need improving. ,180130515, Dece -- 

- --- 
tmber 15, 1971). 

Note: Although this report is about 8 years 
old, it is still illustrative of the problems 
that can be encountered by agencies with 
large amounts of contracts to be awarded. 

Findings and Conclusions 

The Office of Economic Opportunity (OEO) had awarded 
a large volume of contracts in June, the final month of 
the fiscal year. 

In June 1969 OEO awarded 149, or 45 percent, of the 
332 contracts awarded throughout fiscal year 1969. The June 
awards amounted to $22.7 million or 18 percent, of the 
$128.4 milli on for all new contracts awarded in fiscal 
year 1969. 

June 1970 awards represented 56 percent of the 169 
iontracts awarded by OEO throughout fiscal year 1970 and 
69 percent of the $22.9 million for all 1970 new contracts. 
GAO's follow-up review showed that a large percentage of 
contracts still were being awarded in June 1971. 

A combination of circumstances resulted in OEO's 
disproportionately large volume of June contract awards. 

--Program offices were not submitting their procure- 
ment requests until late in the fiscal. year. 

I 
--Many June contracts'were for activities of a contin- 

uing nature and were being reawarded in the final 
month of each fiscal year. 

--Late enactment of OEO appropriation laws caused 
a delay in funding new projects. OEO had / authority, however, to fund continuing activities 
until appropriations were received. 

Recommendations 

I We recommended that OEO: 

-5- 
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--Require program and regional office's to prepare 
annual procurement plans that show their contract 
needs for each fiscal year quarter. 

-0Stayger contract performance periods so that 
contracts for continuing activities will reach 
completion in months other than June. 

. 

-6- 
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Single copies of GAO reports are available 
free of charge, Requests (except by Members 
of Congress) for additional quantities should 
be accompanied by payment of $1.00 per 
copy * 

Requiests for single copies (without charge) 
shoul#d be sent to: 

U.S. General Accounting Office 
Distribution Section, Room 1518 
441 G Street, NW. 
Washington, DC 20548 

Requests for multiple copies should be sent 
with checks or money orders to: 

U.S. General Accounting Office 
Distribution Section 
P.O. Box 1820 
Washington, DC 20013 

Checks or money orders should be made 
payable to the U.S. General Accounting Of- 
fice. NOTE: Stamps or Superintendent of 
Documents coupons will not be accepted. 

PLEASE DO NOT SEND CASH 

To expedite filling your order, use the re- 
port number and date in the lower right 
corner of the front cover. l 

I GAO reports are now available on micro- 
fiche. If such copies will meet your needs, 
be sure to specify that you want microfiche 
copies. 
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