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CHAPTER ONE

Highlights of Activities for the Year

Scope of GAO’s Audit Work

The General Accounting Office conducted approximately 2,200
audits and reviews of U.S. Government activities and programs in the
United States and in 33 other countries during fiscal year 1967.

Number of Area of audits
Field of activity audits and
reviews
US.A. QOverseas

(171 1,226 1,901 6
)] (=] 7= 772 941 85
International .....ovevviveirnnrnnenns 205 99 135

TOtAl veverenrurnrerenenenranes 2,203 2,941 226

Most of these audits and reviews were undertaken at U.S. Government
locations but work was done also at 520 other locationssuch as State and
local governments, universities and similar recipients of Federal grants
or loans, and approximately 240 plants and offices of private contractors
holding Government contracts.

The primary purpose o these audits and reviews was to determine if
Government agencies were discharging their financial responsibilities in
an effective, efficient and economical manner. Particular emphasis was
placed on matters requiring correction or improvement and on the means
of so doing.

Financiel Savings

As a consequence of suggestions or recommendations made in con-
nection with a particular audit or review, actions were taken by Federal
agenciesto make improvements in their activities. For many of these it
was impractical to determine the dollar savings that might be realized.

Refunds, collections, and financial savings or revenues that could be
readily determined to have resulted from GAO audits and reviews



HIGHLIGHTS OF ACTIVITIES

amounted to $190.1 million tisyear, as follows:

Refunds and collections: (Inmilifons)
Audits of departments and agencies . . . . . . . . . . . . . $6.8
Transportation audits . . . . . . . . . . . ... .0 13.0
General claimswork . . . . . . . . ... 0oL 3.6

T $234

Other savings:

Supply management and procurement . . . . . . . . . . . . $96.0
Revenue from increased prices on sales contracts for uranium en-

rChmMent Services « v v v v v v v & v 0 v v 0 s 0 0 0w s 42.0
Reduction in interest costs plus savingsin interest payments . . . 11.1
Termination of long-term medical research contract . . . . . . 3.8
Use of U.S.-owned foreigncurrency . . . . . . . . . . . . . 33
Revenue from increased sales price on Government-owned facility . 2.4
Miscellaneous. . . . « v v v v 0 i e e e e e s 8.1

$166.7
Total savings attributable to the work of GAO . . . . . . . . . . $190. 1%

+Approximately $21 million are recurring in nature and will continue in future years.

Expenses and Staffing

GAO operating expenses for fiscal year 1967 amounted to $49 million.
Over 89 percent of this amount—$44 million—was required to pay
salaries and other personnel costs. The staff at June 30 totaled 4,216, a
net increase of 68 over 1966. During the past 10 years, GAO staff
has been reduced by 1,307—over 23 percent— but the professional
accounting and auditing staff has increased by 631to 2,326.

Audit Reports Issued

As aresult of its audit work in the departments, agencies, commissions
and corporations of the Federal Government, GAO issued 963 reports:

161to the Congress,

177 to congressional committees, offices of the Congress, or individual Members;
and,

625 to officials of departments and agencies.

Of these reports, 474 pertained to activities of the civil departments
and agencies, 390 related to activities in the Department of Defense, 73
pertained to international activities, including military and economic
assistance to foreign countries, 24 concerned Government-wide activities,
and two related to organizations outside the Government.

2



HIGHLIGHTS OF ACTIVITIES

A digest of GAO audit reports issued to the Congress during fiscal
year 1967isprovided in Appendix C-3, starting on page 212.

Assistance to Congress

The primary effort of the General Accounting Office is to assist the
Congress in maintaining the surveillance so necessary for effective legis-
lative oversight of the complex of governmental programs and operations.
Toward this end in fiscal year 1967:

GAO representatives testified on 18 occasions before congressional committees.

106 GAO staff members were assigned to the staffs of 23 committees or
subcommittees.

530 reports were furnished to committee chairmen on pending bills—
288 to the Senate, and
242 to the House.
These activities plus additional servicesto meet congressional requests
represented approximately 69,000 man-days, or 315 man-years, of
GAO staff time.

Legal Services

Decisions prepared for issuance by the Comptroller General and
other legal matters handled during the year totaled 4,633. The total in-
cluded 749 legislative and legal reports submitted to committees and
Members of Congress on information of interest to them and 96 reports
to the Director of the Bureau of the Budget on proposed, pending, or
enrolledbills and other legal matters.

Transportation

Audited transportation charges against the Government increased
about 27 percent in fiscal year 1967 over 1966 as the GAO fulfilled
its statutory responsibility of determining the propriety of rates and clas-
sifications on bills and claims for freight and passenger transportation
services furnished for the account of the United States.

GAO audited about $2 billion in transportation charges, consisting
of $1.2 billion paid for 5.6 million freight shipments and $800 million
for2.9 million passenger movements.

Overcharges issued against carriers and carrier claims against the
United States settled by GAO in 1967 were as follows:

3
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U.S. Claims Against Carriers

Number Amount
113,010, 4 uuvunsrenrsesresnnsssnssnssssnssnsssnnsnnnsnnnnnnnnnnns $14 million

Carrier Claims Against U.S. Settled by GAO

[In millions of dollars]
Number Charges Allowed Disallowed

Original bills..........covvivinnnn.s 4,911 $81.8 $81.5 $0.3
Supplemental bills.................. 21,222 5.2 2.4 2.8
Total...oovvveiieeeeieee 26, 133 $87.0 $83.9 $3.1

GAQ also furnished assistance to the Department of Justice in some
27 legal actions involving claims against the United States for approxi-
mately $400,000 covering 25,121 shipments. Sixty-six, the subject of
reports in this or prior years, were settled for about $500,000, about
$400,000 less than claimed.

Carriers filed 75 suits covering 86,550 shipments. Fifty of these suits
and about 80,000 of the shipments covered overseas movements of
household goods by the Department of Defense. The amount sued for
was not stated in the petitions. GAO estimates that the liability of the
United States on these and 50 similar suits filed in prior years to be
nearly $70 million if the carriers prevail on dl issues involved.

Claims Seftlement and Debt Collection

General claims against the United States in fiscal year 1967 involved
Government contracts, compensation to civilian personnel and pay and
allowances to military personnel, retired pay, travel, transportation and
per diem matters, and miscellaneous claims of Government personnel
and other public creditors. General claims against and by the United
Statessettled by GAO were as follows:

Number Paid b Collected by
Us. Us.
(In millions)  (f= millions)

ClaimsagainstU.S..................... 9,705 6.5 ieiiinnnn
Claims DY UsS evvvneeeeiieieinen 32,208 teirnnninnnn $3.6

At the end of the year 11,041 claims under collection represented ac-
counts receivable in the amount of about $6.2 million. GAO reported
2,001 claims to the Department of Justice for collection by suit. As of
June 30 there were 6,586 claims under collection by that Department,
representing approximately $4.1 million in accounts receivable.

4



HIGHLIGHTS OF ACTIVITIES

Financial Managemeni Improvement

GAQ approved six complete accountingsystems and two parts or seg-
ments of systemssubmitted s year by civil departments and agencies.
At year end, 23 complete systems and six parts or segments of systems
submitted for approval by civil departmentsand agencieswere in various
stagesof review by GAO.

As of June 30, GAQ had under review for the Department of Defense
proposed construction accounting systems manuals of the three military
departments, the Industrial Fund accounting system manuals for four
Department of Defense components, and 13 directives and instructions
setting forth accounting principles and standards.

Continuing congressional interest in improved financial management
in the Federal Government was shown during the year. The House Com-
mittee on Government Operations held hearings September 19, 1966,
and July 17, 1967, to determine the status df progress achieved by agen-
cies in improving their accounting systems and related elements of their
financial managementsystems.

GAO made two changes this year to the accounting principles and
standards prescribed by the Comptroller General.

An amendment to make clear that the accounting systems of executive agencies
must provide adequate support in the form of cost and other financial informa-
tion for the planning-programming-budgeting system prescribed by the President
for executive agencies.

A change to provide that future requests by agencies €or approval of their ac-
counting systemsare to be submitted in two stages: first, the accounting principles
and standards underlying the systems; second, the documentation representing
the accounting system, or segments thereof, in operation.

These were published in April and May as officialchangesto the GAO
Policy and Procedures Manual for Guidance of Federal Agencies.

The Steering Committee of the Joint Financial Management Improve-
ment Program—comprising representatives from the Bureau of the
Budget, the Civil Service Commission, GAO and the Treasury —started
a project during the year to develop, and issue on a continuing basis, case
studies explaining how specific agencies have benefited through estab-
lishing sound cost and financial information systems. Several cases were
identified and the agencies concerned were preparing narrative and
graphic descriptions, as the fiscal year ended, showing how their financial
information systems now furnish their managers with data for use in
planning and controllingagency operations.

Duringthe year, the Committee also developed :
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A plan to report total Federal expenditures by geographic distribution.

A study on problems and possible improvement in the central financial reports
and reporting practices of the Federal Government.

A preliminary consideration of problems in procurement and payment of various
types of transportation of personsand things.

Training and Career Development

Over 1,500 members of GAQO’s professional staff were provided with
special training this year through GAQ internal facilities. Over 300 pro-
fessional staff members participated in training or career development
programs conducted in other agency or non-Government facilities.
Thirty-eight staff members passed the C.P.A. examination given by
State boards during the year. A total of 424 members now hold the C.P.A.
certificate; 58 others who have passed the required examination will re-
ceive their certificate upon completion of their experience requirement.



CHAPTER TWO

Assistance to the Congress

The Congressestablished the General Accounting Office in the legisla-
tive branch to serve as an independent, nonpolitical and reliable source
of assistance in carrying out its constitutional power over the public
purse. Our duty to furnish assistance to the Congress, its committees,
and Members, is one of our most important responsibilities, and receives
the constant attention of our top officials.

In the development and formulation of our programs we relate our
activities as directly as possible to the current interests of the Congress.
To help focus proper attention upon this work, our Office of Legislative
Liaison keeps in continuous contact with the committees and their staffs
and is available at any time to give personal attention to the requests of
individual Members.

The major forms of assistance to the Congress rendered by our
professional staff of attorneys, accountants, auditors and investigators
are (1) audit reports to the Congress, (2) special reports as requested by
committees and individual Members of the Congress, (3) direct staff
assistance to committees, (4) reports to committeeson pending legislation,
(5) advisory assistance in legal and legislative matters, (6 )testimony at
hearings, and (7) recommendations for legislation. Highlights of this
work are described in tis chapter.

We participated in the seminar held in January 1967 for the new
Members of the House of Representatives of the 90th Congress sponsored
by the membership and the American Political Science Association. This
was our first participation in this program. It afforded us an excellent
opportunity to discuss briefly with the new Members and their staffs
the operations of the Office that may be helpful to them in performing
their congressional duties. Also, our legislative liaison attorneys visited
the offices of all new Members of the Congress to explain the services of
the Office in the light of their particular interests and needs.

We issued a new publication entitled “Audits of Government Con-
tracts by the United States General Accounting Office.” Although this
booklet was prepared primarily for the information of Government
contractors whose contracts are subject to audit by the General Account-
ing Office, we distributed it to the committee chairmen having responsi-
bilities regarding our audits of Government contractors. Copies of the
booklet are available to all Members who desire them.

We furnished the committees copies of the first issue of a monthly

282-114-—68——2 7




ASSISTANCE TO THE CONGRESS

“GAO Newsletter” published for the benefit of our staff which sum-
marizes current activities in carrying out our statutory responsibilities.
This resulted in arrangements for the committees to receive future issues
of the newsletter as a convenient means of being kept informed of our
reports to the Congress, important legal decisions by the Comptroller
General, and significantinternal developments. The newsletter is available
to all Membersof the Congress upon request.

We maintain a special audit staff at the Capitol to furnish professional
auditing and accounting assistance on financial and administrative
problems requested by Officers of the Congress. Requests for service
from this group are increasing each year. We are working closely with
the new Clerk of the House of Representatives in his modernization
efforts. For example, we reviewed with the Clerk available medium-
priced electronic accounting machines and expect to cooperate with him
in adapting current accounting procedures to the equipment which he
selected with the approval of the Committee on House Administration.
We are cooperating with the Clerk in the determination of his account-
ability for various classes of property and in the adaptation of current
procedures to convert to machine operation accounting for property
charged to House committees, Members, and Officers.

We collaborated with the staff of the Committee on House Administra-
tion in drafting an accounting systems manual for the committeesof the
House. After adaptation, the Committee issued the manual as a Com-
mittee regulation to strengthen its controls over expenditures of all
committees.

We also assisted the new Secretary of the Senate when he assumed his
duties by furnishing him and the retiring Secretary a special audit report
on the accountability of funds transferred.

As inthe past, at the request of Officers of the Senate and of the House
of Representativeswe audited and reported on the following activities:

House Finance Office

House Recording Studio Revolving Fund
House Stationery Revolving Fund

Senate Recording Studio Revolving Fund
Capitol Guide Force

Senate Office Beauty Shop
Senate Employees Barber Shop

We assisted the Architect of the Capitol in various areas of financial
management. The Architect has recently installed an electronic book-
keeping system for payroll operations. Through the use of this machine
certain of the deficiencies we had found in previous payroll audits were
corrected. We provided consultative assistance in the installation of the
new equipment.

8
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AUDIT REPORTS TO CONGRESS

Foremost among the ways we assist the Congress is furnishing reports
d our audits, investigations, and evaluations of the financial problems
and operations of the civil and military departments and agencies.
During fiscal year 1967 we issued 161 such reports.

Besides generally informing the Members of the Congress, these re-
ports are designed to aid the congressional committees having legis-
lative jurisdiction over Government operations and to furnish the Ap-
propriations Committees information helpful in reviewing the annual
budget requests. We are making strong efforts to shorten the time frame
of our reporting to the Congress on the results of our work because
we believe prompter reporting increases the usefulness of the facts,
conclusions, and recommendations reported. Additional emphasis is
being placed on broader reviews of financial management including
accounting systems and agency operations. This step too we believe
will make our reports more helpful to the Congress.

We are endeavoring to increase the reporting effectiveness of the
Office by working closely with all of the committees and associating
our audits as closely as possible with their interests and work. This
effort has been particularly fruitful with the House Appropriations
Committee through briefing sessions with the committee staff members
before and after the appropriation hearings. At these meetings the
major elements of our work in process are outlined and problems of
mutual interest discussed. The committee staff requested us to accelerate
our work on several reports covering subjects that they believed would
be o particular interest to the committee and bearing upon the cur-
rent budget requests of the military and civilian agencies.

Our audit reports submitted to the Congress during the year were
utilized by the Appropriations Committees’ Members as the basis for
many of their questions and discussions with agency officials concern-
ing the operations and funding of their agencies. We facilitated the
use of the findings and recommendations in these reports by furnishing
the House Appropriations Committee our 13th annual report of sig-
nificant findings developed during the course of auditing the military
and civilian agencies. T5 special report contains condensed informa-
tion on the particular reports issued to the Congress which we be-
lieve warrant the committee’s attention during the budget hearings.

The rules of the Senate and the House of Representatives require
that all reports which we submit to the Congress be referred to the Com-
mittees on Government Operations for consideration. This is done to
officiallyprovide these committees, which have special responsibility to

9
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review the operations of all Government activities, with the informa-
tion developed by our examinations of the departments and agencies.

A good example of the effective utilization of our work concerns
the report we issued on July 18, 1966, on the results of our survey
of internal audit and management inspection activities of United States
agencies operating in Vietnam (B-159451). The Subcommittee on
Foreign Operations and Government Information of the House Com-
mittee on Government Operations held hearings which confirmed and
enlarged upon our survey findings that too little effort generally was
being made in this regard by the agencies. Later, in a report to the
House, the full committee recommended that we follow up with a
review of the specific audit and inspection programs initiated in Viet-
nam by the responsible agencies during 1966. This review, on which
we reported to Congress in May 1967, showed significant increases in
the number and scope of internal audits and management inspections
since our earlier report, a result we think is directly attributable to the
combined effortsof our Officeand the committee.

We issued to the Congress a special report on a Government-wide
review of the interpretations and applications by Federal agencies of
the statutory 6 percent fee limitation provided by 10 U.S.C. 2306(d),
4540, 7212, 9540 and 41 U.S.C. 254(b) on architect-engineer (A-E)
fees under Government contracts. We recommended the repeal of the
6 percent limitation as being impractical and that the Congress clarify
its intent as to whether the competitive negotiation requirements of the
“Truth in Negotiations Law” (Public Law 87-653) are to apply to
architect-engineer services. (See page 29 for further discussion of this
legislativerecommendation. )

This review was made in response to a request in the conference
report (House Report No. 1748, 89th Congress, 2d Session) on the
fiscal year 1967 authorization for the National Aeronautics and Space
Administration following the issuance of our report to the Congress
in June 1965 advising that the fee payable under a particular A-E
contract executed by NASA exceeded the statutory 6 percent limitation.

Again this year the Subcommittee on Economy in Government of
the Joint Economic Committee held comprehensive hearings in the
supply management and procurement areas. Numerous General Ac-
counting Office reports were reviewed and agency representatives were
questioned on the points raised in our reports. The subcommittee plans
further hearingsin the fall of 1967.

A list of all reports issued to the Congress during the year begins
at page 174.

10
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SPECIAL REPORTS REQUESTED BY COMMITTEES

Under the provisionsof the Budget and Accounting Act, 1921, we are
required to make such investigations and reports as shall be ordered by
either House of Congress or by committees having jurisdiction over reve-
nues, appropriations or expenditures. Itisour policy to accept the requests
for special audits, surveys and investigations from all committees and to
give them highest priority. During the year we furnished 77 such reports
to committees at their request on a wide variety of subjects ranging from
fiscal data obtainable in Washington to complex international Govern-
ment operations that often required the participation of our regional,
overseasand Washington, D.C., staffs.

The Joint Atomic Energy Committee utilized our assistance in its
surveillance of the vital activities of the Atomic Energy Commission. At
the request of the committee we reviewed and furnished comprehensive
reports on (1) policies, procedures, and practices of the Atomic Energy
Commission and a Cornmission licensee relating to accountability of
special nuclear materials, (2) problems associated with management of
construction of the La Crosse Boiling Water Reactor, (3) selected aspects
of the administration of General Plant Projects funds, and (4)the pro-
posed toll criteria and contracts for uranium enrichment servicesby AEC.
The chairman of the committee informed us that the toll criteria report
“helped greatly in the committee’s review of this complex problem.”

As a result of our report on the administration of the general plant
project funds, the Atomic Energy Commission established revised pro-
cedural requirements and proposed an amendment to the standard
language heretofore used in the annual appropriation authorization
to establish limitations on the use of such funds. The proposed amend-
ment was incorporated in subsection 102(c) (1) of the 1968 fiscal year
appropriation authorization for AEC (Public Law 90—56) and provides
that the estimated cost of any building included in a general plant proj-
ect shall not exceed $100,000 unless the Commission determines that it
is necessary in the interest of efficiency and economy.

As part of its continuing study of United States policies in Vietnam,
the Senate Committee on Foreign Relations asked the General Account-
ing Office to study and comment on the report submitted to the President
of the United States on January 9, 1967, by the Agency €or Interna-
tional Development entitled “Management of AID Commodity Pro-
grams —Vietnam —1966.” After we provided the committee with an
analysis of AID’s report the chairman released the documents to the
public. Although our analysis showed that AID’s report accurately
enumerated what we considered to be a series of well-conceived actions,
we expressed reservations concerning several points in the report.
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During the year we issued three reports to the Subcommittee on De-
partments of Treasury and Post Office and Executive Office, Commit-
tee on Appropriations, House of Representatives, on reviews of Post
Office Department operations which were made at the request of the
subcommittee chairman. These reports related to selected aspects of the
Department’s labor-management program and the staffing and func-
tions of the postal regional offices. The report on the labor-management
program provided the subcommittee with information on the estimated
cost of the Department’s program and of compliance with the require-
ments of Executive Order 10988, concerning employee-management
cooperationin the Federal service.

In response to a request by the chairman of the Subcommittee on
Long-Term Care, Senate Special Committee on Aging, we inquired
into and reported on certain allegations of improper practices in pro-
viding nursing home care, medical services, and prescribed drugs for
old-age assistance recipients in the Cleveland, Ohio, area. On the besis
of the inquiry, we advised the subcommittee that it was our opinion
that because of inadequacies in pertinent policies, procedures, and con-
trols, or in their implementation, the alleged practices or deficiencies
could exist without detection, or, if detected, could continue without
appropriate correctiveaction.

With respect to military activities, we furnished the House Appro-
priations Committee several special reports on phases of the F-111, the
F-4 and A-7 aircraft programs as part of the cost analysis studies we
are making for the committee on a continuous basis pursuant to its
requests in prior years. In our review of acquisition of technical data for
the F-111 aircraft program, we reported that much of the technical
data provided by the prime contractor was found by the Air Force to
be inadequate. The committee referred to this report and others by its
own staff as the basis for substantially reducing the military agencies
1968budget requests relatingto technical data.

The House Appropriations Committee called on us for three spe-
cial reports on problem areas in defense activities that were brought to
its attention during hearings on the 1967 defense budget requests. The
reports involved the use of weighted guidelines in negotiating profits and
fees with Government contractors and the effect of the guidelines on
the rates of negotiated profits and fees; the practice of furnishing Gov-
ernment-owned machine tools to Government contractors; and the
policies and practices followed by the Government in determining
amounts of corporate general and administrative expenses allowable as
chargesto Government contracts.

We furnished at the request of the chairman of the Senate Appro-
priations Committee a special report containing the findings on our
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investigation of 18 allegationsrelative to the Child Development Group
in Mississippi which was administering a Head Start Program.

At the request of the chairman of the Subcommittee on Agriculture,
Senate Appropriations Committee, we investigated and furnished a report
on certain allegations of improper use by a rural electric cooperative of
funds borrowed from the Rural Electrification Administration, Depart-
ment of Agriculture, and on the legality of electric construction contract
loans by Rural Electrification Administration.

We issued to the House Committee on Foreign Affairs a classified
report on NATO cost-shared infrastructure military facilities in France
as of December 31, 1965. This report was prepared at the request of
the chairman, and members of our Washington and European Branch
office staffs worked closely with the staff of the committee in preparing
the report.

Also, we continued an examination of certain aspects of the procure-
ment of the F-111 aircraft at the request of the Senate Committee on.
Government Operations and made reports thereon to the chairman.

SPECIAL REPORTS REQUESTED BY INDIVIDUAL MEMBERS

Members of the Congress rely on the General Accounting Office for
impartial and objective audit and investigation reports concerning the
fiscal affairs of the Government and agency operations in which they
have a particular interest. During the year we furnished 93 reports of
this type at the request of individual Senators and Representatives. We
do not release the information contained in such reports without per-
mission of the person for whom it was prepared. For those reports cover-
ing subjectsthat we believe may be of special interest to the Congressand
its committees, we encourage the requestor to make an early release of
the report. The following are examples of such reports.

We reviewed for and furnished a special report to Congressman,
Charles A. Mosher, with a copy to Senator Everett M. Dirksen, on se-
lected construction activities at Plum Brook Station, Lewis Research
Center, National Aeronautics and Space Administration, concerning
irregularities in the management of construction activities of the Space
Propulsion Facility alleged by an employee of NASA. AS a result of this
review, NASA took steps to provide more effective planning and coor-
dination of facilities and to improve control of the construction program.

At the requests of Senator Wayne Morse, Congressman Robert B.
Duncan and Congressman Wendell Wyatt, we examined into matters
pertaining to two land exchange proposals filed by a private party in-
volving his interests at Point Reyes, California, which are within the
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boundaries of the Point Reyes National Seashore administered by the
National Park Service and public landsmanaged by the Bureau of Land
Management. We also examined into matters pertaining to the contro-
versy between former Bureau of Land Management officials relating to
the exchange. The preparation of this report required many months of
intensive work in the field to complete a comprehensive account of nego-
tiations conducted in connection with the land exchange proposals and
to report the pertinent facts pertaining to the controversy of the former
BLM officials.

In another case, after receiving serious allegations concerning the
quality and costs of work performed during an overhaul of the aircraft
carrier USS Skangri-La, at the Philadelphia Naval Shipyard, Congress-
man Richard S. Schweiker brought the matter to our attention and re-
quested that we conduct an investigation. Our report dated April 5, 1967,
to Congressman Schweiker substantiated the basic charge that the Navy
and the contractor had failed in many respects to discharge their re-
spective responsibilities in such a manner as to fully protect the interest
of the Government.

I'n response to a request from Congressman John V. Tunney we pro-
vided him with a narrative summary of the history of the supersonic
commercial transport program and a statement of the major problems to
be considered in proceeding with the development of the program. In
the preparation of this report we reviewed the published records of con-
gressional hearings on the program, Federal Aviation Administration re-
ports, and held a number of discussionswith agency personnel.

REPORTS ON LEGISLATION

In fiscal year 1967, we furnished at the request of various committee
chairmen a total of 530 reports on pending bills. Primary responsibility
for the preparation of these reports rests in our General Counsel's office.
The reports are prepared on the basis of original legal research aug-
mented by the advice and comments of our accounting and auditing
staffs.

Some bills on which we are asked to report contain provisions directly
affecting our operations. (See citations to legislation enacted during the
89th and 90th Congresses, fiscal year 1967, beginning on page 163 of
Appendix B.) Others referred to us may have been designed to correct
deficiencies reported by our Cffice or to implement recommendations
made by the Comptroller General. In the case of many others, although
not relating directly to our own operations, we are able through experi-
ence with the agencies concerned and their programs to furnish worth-
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while comments to the Congress. These comments usually relate to un-
anticipated legal effects which particular language employed in the bill
may have, as well as to the operational, fiscal, and administrative aspects
of the proposed legislation.

In reporting to the Merchant Marine and Fisheries Committee, House
of Representatives, on H.R. 165, we recommended against favorable
consideration of that bill but indicated we would continue negotiations
with representatives of ocean carriers to work out a satisfactory solution
of certain problems in procuring and billing for ocean freight services
furnished Government agencies other than the Department of Defense.
Such continued negotiations culminated in procedures published in
our circular letter of June 16, 1967, B-150556, which are believed to
be agreeable to both the Government and United States ocean carriers.
The committee was advised of such solution to the carriers’ problems
apparently making unnecessary any legislation along the lines of H.R.
165.

In reporting on pending bills we consistently urge, with respect to
legislation creating loan or grant programs for specific purposes, that
Congress include provisions under which the administrative agency
and the General Accounting Office will clearly have access to pertinent
records of the recipients for the purpose of audit. We consider it a
matter of grave importance that the Congress retain for itself the right
to review through its own audit and investigatory agency the manner
in which such loan and grant funds are ultimately used. We are pleased
to note that Congress has accepted our recommendations in this respect
with increasing frequency in the past few years. (See excerpts from
legislation enacted during the 89th and 90th Congresses, fiscal year
1967, beginning on page 163df Appendix B.)

Many of the private relief bills considered by the committees con-
cern overpayments by the Government, debts due the Government
arising out of contracts, and obligations of accounting and certifying
officers for erroneous and improper payments. Because we normally
have information relating to most of these types of cases the committees
request our comments on a large percentage of the private relief bills
that receive committee consideration. This year we reported on 85 such
bills.

Following is a table showing the number of reports on bills furnished
to the various committeesduring fisc21lvear 1967 :
Senate:

Agriculture and Forestry
Armed Services
Banking and Currency

commerce . . . . . . e o e e e e e e e e e 15
District of Columbia

R~ N W

15



ASSISTANCE TO THE CONGRESS

Senate—Continued
Finance .o a
Foreign Relations 2
Government Operations 35
Interior and Insular Affairs 4
Judiciary . . . . . . 6
Labor and Public Welfare 3
Post Office and Civil Service 58
Public Works . e 3
Rules and Administration 4
288
House :

Armed Services .« . .« . . e e e e e e e 1
Banking and Currency . . . . . . .+ & & 4 4 4w 4. . 1
Government Operations . . . . . . .« .« « + .« . . .. . 81
Interior and Insular Affairs . . . . . . . . . . . . . . . 1
Interstate and Foreign Commerce . . . . . . . . . . . . . 16
Judiciary e e e s 87
Merchant Marine and Fisheries 27
Post Office and Civil Service 10
Public Works . . e . 8
Science and Astronautics 8
Veterans Affairs . 1
Ways and Means 1
242

Total 0]

TESTIMONY AT HEARINGS

As an agent of the Congress, the Comptroller General, and his rep-
Tesentatives, are called upon frequently for testimony on subjects under
-consideration by congressional committees. A summary of the 18 ap-
pearances during the past fiscal year is included in this section.

This summary is a quick indicator of the wide variety of activities
in which our Office engages during the year. The expertise thus gained
by our staff constitutesa unique source of assistance and advice which
the committeesuse regularly.

For example, we continue to oppose legislative proposals to remove
-or seriously restrict the authority of carriers, under Section 22 of the
Interstate Commerce Act, to afford the Government reduced rate trans-
portation. In testifying before the Subcommittee on Surface Transpor-
-tation of the Senate Commerce Committee on S. 754 and S. 1174,
-designed to limit Section 22 privileges to time of war or national
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emergency, we stated our opposition to the bills but again expressed
willingness to cooperate in the drafting of an appropriate substitute bill
which would include provisions for some degree of oversight by the
Interstate Commerce Commission. In our extensive written reports in
oppostion to S. 754 and S. 1174 (as well as to H.R. 6534 pending
before the House Committee on Interstate and Foreign Commerce), we
set forth various reasons in support of retaining the present Section 22
authority, including our view that the Government pays as much as, if
not more than, commercial shippers for comparable transportation
services.

Our reviews and testimony on the use of contractor-furnished personnel
to perform engineering and related technical support services at certain
NASA installations provided the primary basis for hearings before the
Subcommittee on Special Studies of the House Government Operations
Committee.

Appearances by General Accounting Office Representatives at
Congressional Hearings During Fiscal Year 1967

Committee Date Subject
U.S. SENATE
Banking and Currency:
Subcommittee on Small July 19,1966 | Reviews being made by GAO of
Business. small business investment com-

pany (SBIC) program of the
Small Business Administration.
Government Operations:
Permanent Subcommittee Aug. 2,1966 | Results of reviews made by GAO
on Investigations. of small business investment com-
pany (SBIC) program of the
Small Business Administration.
Government Operations:
Permanent Subcommittee Aug. 24,1966 | Multi-family housing programs
on Investigations. conducted by the Federal
Housing Administration pursu-
ant to the National Housing

Act.
Public Works:
Subcommittee on Buildings | Mawr_-20,1967 | Extending the authority of the
and Grounds. Postmaster General to enter into

leases of real property for periods
not exceeding 30 years, under 39
U.S.C. 2103 (S. 1039).
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Appearances by General Accounting Office Representatives at
Congressional Hearings During Fiscal Year 1967 —Con.

Committee Date Subject
U.S. SENATE——Continued
Government Operations. .. ... . 17,1967 | Contracting for technical services.
Results of the conversion of a
contract with RCA Service Co.
to an in-house operation at White
Sands Missile Range, New
Mexico.
Select Committee on Small
Business:

Subcommittee on Monopoly | May 16, 1967 | The costs of prescribed drugs borne
by the U.S. Government and the
financial advantages that may
accrue to the Government
through the use of a formulary
system and the supplying of drugs
by established name rather than
by brand names.

Appropriations :
Subcommittee on Legisla- May 22,1967 | General Accounting Office budget
tive. for 1968.
Finance....cvvivivininnnnns e 2, 1967 | Legislation to amend the Presi-
dential Election Campaign Fund
Act of 1966 (S. 1883).
Commerce:
Subcommittee on Surface ie 6, 1967 | Legislation requiring Federal, State

Transportation.

HOUSE OF REPRESENT-
ATIVES

Government Operations:
Subcommittee on Foreign
Operations and Govern-
ment Information.
Government Operations:
Subcommittee on Executive
and Legislative Reorgani-
zation.

July 29, 1966

Sepit. 19, 1966

and local governments to pay full
rates for transportation provided
by common carriers. Recommen-
dations for retention of Section 22
rates for Government shipments
(S. 754 and S. 1174).

GAO audit efforts in Vietnam.

GAO activities to improve financial
management in the Government,
including accounting systemsin
Federal agencies.
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Appearances by General Accounting Office Representatives at
Congressional Hearings Daring Fzscal Year 1967—Coz.

Committee

Date

Subject

HOUSE OF REPRESENT-
ATIVES — Continued

Armed Services:
Subcommittee #3.. .......

Armed Services:
Subcommittee on Special
Investigations.

Government Operations:
Subcommittee on Executive
and Legislative Reorgani-
zation.
Ways and Means. «uus.esenns

Appropriations :
Subcommittee on Legisla-
tive.
Government Operations:
Subcommittee on Special
Studies.

JOINT
Economic:
Subcommittee on Economy
in Government.

Sept. 22,1966

Jan. 25, 1967

Apr. 11,1967

Apr. 18,1967

May 9,1967

June 21,1967

May 8,1967

Price adjustments in contracts for
the procurement of milk by the
Dept. of Defense (H.R. 1750).

A review of the development of an
alternate engine for the light
observation helicopter (LOH).

Legislation to establish a Com-
mission on Government Pro-
curement (H.R. 157).

To amend the Social Security Act
re information in audit report of
March 31, 1967, concerning
nursing home care and prescrip-
tion drug practices (H.R. 5710).

General Accounting Office budget
for 1968.

Costs of using civil service per-
sonnel or contractor-furnished
services to perform engineering
and related technical support
services at the National Aero-
nautics and Space Administra-
tion’s Goddard and Marshall
Space Flight Centers.

Significant aspects of GAO audit
and review work performed by
the three operating divisions,
Civil Division, Defense Division,
and International Division.
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ADVISORY ASSISTANCE IN LEGAL AND LEGISLATIVE MATTERS

We received many formal and informal congressional requests for
advisory assistance in legal and legislative matters from both committees
and individual Members during the year. In response to these requests
we assisted in drafting proposed legislation and furnished legal advice
regarding the proper interpretation of various laws and regulations. Our
assistance was rendered by means of informal conferences and written
opinions to committee chairmen and Members of Congress.

The requests we receive from committees and individual Members for
assistance in drafting legislation are usually made informally. Many of
these are for legislation to carry out recommendations contained in our
audit reports to the Congress. Our response to these requests may neces-
sitate drafting an entire bill or a special provision to be included in a
bill and other times only appropriate words of definition or limitation to
accomplish a very precise purpose. Due to the wide experience and
competence that our legal stafl has attained through close association
with governmental activities, we believe that our assistance to the Con-
gress in this area is beneficial in preparing legislation relating to fiscal
operations of the Government.

This year members of our legal and accounting staff worked closely
with the Joint Committee on Organization of Congress in its efforts to
perfect Title 2, relating to fiscal controls, of Senate bill S. 355, the pro-
posed Legislative Reorganization Act of 1967, passed by the Senate on
March 7, 1967. The bill provides for several new functions in the
General Accounting Office designed to increase our assistance to the
Congress and places responsibilities in our Office, the Department of the
Treasury, and the Bureau of the Budget in establishingand maintaining
astandardized information and data processing system for budgeting and
fiscal data.

We have worked closely with the Senate Finance Committee in the
development df amendments to the Presidential Election Campaign Fund
Act of 1966. This legislation is of utmost importance to the General
Accounting Office since it gives the Office new and unique responsi-
bilities in the regulation and audit of election campaign expenses.

We provided legal advice on numerous questions submitted to us by
committees and individual Members. Our advice was requested, for
example, on the legal authority of the executive branch to withhold funds
authorized for expenditure by the States under the Federal-Aid Highway
Program and financed from revenues dedicated to the Highway Trust
Fund. Another example was the request for legal advice by the Senate
Committee on Foreign Relations regarding the legal justification for the
United States Information Agency’s program of supporting tours in
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Southeast Asia by foreign newsmen. In mother case, at the request of
the chairman of the Subcommittee on Manpower, House Committee on
Post Office and Civil Service, we rendered advice on the propriety of
granting administrative leave to employees who are representatives of
Government employee organizations while they attend training sessions
in union-management relations conducted by employee organizations.

STAFF ASSISTANCE TO COMMITTEES

As authorized by the Budget and Accounting Act, 1921, and other
laws, General Accounting Office employees are assigned from time to
time to work directly with and under the supervision of committee staffs
on special studies and investigations. These assignments during the past
fiscal year are summarized on pages 324 and 325, Appendix H-8.

During the past year we adopted the policy of generally limiting such
assignments to periods of no longer than 6 months. While it is recognized
that some flexibility must be allowed in special circumstances, we con-
sider it important from the standpoint of the employee’s career, as well
as the interests of the Office, to adhere to the policy as firmly as possible
in future assignmentsto committees.

In many cases, the work performed on committee assignments consti-
tutes an extension of reviews already made with the General Accounting
Office or work which might have been undertaken here. Other cases in-
volve matters over which our Office does not have jurisdiction. The costs
of the assigned employee’s salary and travel may or may not be reim-
bursed to our Office from committee funds, depending upon the
circumstances.

RECOMMENDATIONS FOR LEGISLATION IN AUDIT REPORTS

Each year the General Accounting Office submits a number of legis-
lative recommendations to the Congress “looking to greater economy
and efficiency in public expenditures” which we have the responsibility
to make under the Budget and Accounting Act, 1921. In carrying out
this responsibility we give special consideration to the need to inform
Congress in our audit reports of areas in which legislative action is either
required or desirable. To assist the Congress in its consideration of these
legislative recommendations, we discuss them with staff members of the
appropriate committees with a view to obtaining action on the
recommendations.
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Recommendafions Considered in Fiscal Year 1967

The following legislative recommendations were considered during
fiscal year 1967 by the Congress:

1. Better utilization of US.-owned foreign currencies.—A recommen-
dation made in our report issued in October 1962 on administration and
utilization of United States-owned foreign currencies by departments
and agencies was adopted by the Congress in the form of permanent
legislation enacted as Public Law 89-677 approved October 15, 1966.
The new legislation permits foreign currencies on hand, which have been
or may be reserved or set aside for specified programs or activities of
any agency, to be used for current needs with such foreign currencies to
be replaced as needed later, thereby helping to improve the balance-of-
payments position. In prior fiscal years the Congress included in the
annual Public Works Appropriation Acts a provision accomplishing the
purpose of our recommendation.

2. Reduction in dollar outflow possible through use of American-made
building materials in embassy and related construction projects.—-In our
report issued in April 1966 on reduction in dollar outflow possible
through use of American-made building materials in embassy and related
construction projects, we suggested that the Congress might wish to
consider changing the language used in the annual appropriation act
to the effect that the use of foreign currencies for constructing and oper-
ating foreign buildings is made mandatory only in those instances where
such usage will be beneficial to the United States balance-of-payments.

The Department of State revised the applicable 1968 fiscal year budget
language to give effect to our suggestion resulting in the elimination from
the Department of State Appropriation Act, 1968, Public Law 90-133,
under the heading of Acquisition, Operation, and Maintenance of
Buildings Abroad, the provision used in prior appropriations requiring a
minimum amount of such expenditures to be in foreign currencies. This
change in appropriation language along with the administrative controls
which have been established over the usage of excess foreign currencies
will accomplish the objective of our recommendation. (Reduction in
Dollar Outflow Possible Through More Extensive Use of American-
Made Building Materials in Embassy and Related Construction Projects,
B-158662, April 29,1966.)

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

A bill concerning this subject, S. 450, was passed by the United States
Senate on July 18, 1967, and on July 19, 1967, it was referred to the
Committee on Interior and Insular Affairs, House of Representatives.
(Review of the Activities of the Office of the Government Comptroller
of the Virgin Islands, B—114808, April 28, 1966; page 23, Annual Re-
port of the Comptroller General for fiscal year 1966.)

4. Potential savings available through use of cizil service rather thun
contractor-furnished employees for certain support services.—Our re-
view of the relative costs of using civil service personnel or contractor-
furnished personnel to perform engineering and related technical sup-
port services at the National Aeronautics and Space Administration’s
Goddard and Marshall Space Flight Centers showed that estimated
annual savings of as much at $5.3 million could be achieved with respect
to the contracts we reviewed if these services were to be performed by
civil service employees. It was our view that the Space Administration’s
policies had not been sufficiently clear as to the consideration to be ac-
corded to relative costs in determining whether contractor-furnished
or civil service personnel should be used and that there was a potential
for savings from greater consideraiton of such relative costs.

Because the action to fully correct the situation would require a
significant change in the Space Administration’s policy relating to the
use of support service contracts and because of the potential effect that
a significant change may have on its civil service personnel require-
ments, we suggested that the Congress might wish to consider the policy
aspectsaf this mater in further detail with agency officials.

We suggested also that the Congress might wish to explore with the
Space Administration the impact that cost considerations should have
in determining whether to use contractor or civil service personnel in
those cases where either contractor or civil service personnel could
equally carry out the operation.

Hearings on our report were held on June 21, 1967, by the Subcom-
mittee on Special Studies of the House Committee on Government
Operations. Subsequently, the House adopted an amendment to the
NASA authorization bill (H.R. 10340) which would have required
cost comparisons on all such contracts of $100,000 or more before
awarding, and a certification by the administrator as to the basis for the
award. This amendment was eventually eliminated in conference.
(Potential Savings Available Through Use of Civil Service Rather
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Than Contractor-Furnished Employees for Certain Support Services,
B-1333%4, June 9, 1967.)

5. Controls over Post O fice Department’s leasing authority —We
appeared and testified before the Senate Committee on Public Works
on legislation to extend the Post Office Department’s 30-year leasing
authority. This legislation, enacted as Public Law 90-15, established
certain controls over the Department’s leasing authority, the need for
which we had previously disclosed in an audit report. (Review of Real
Estate Program Relating To Leasing of Major Facilities and Certain
Other Facilities Under Long-Term Leases, B—145650, November 20,
1962.)

6. Equitable claims.—We reported to the Congress two equitable
claims and recommended private relief under the provisions of 31
U.S.C. 236. The bills, H.R. 2652, 90th Congress, providing relief from
an indebtedness stemming from an advancement in grade and salary
in contravention of section 1310 of the Supplemental Appropriation Act
of 1952 otherwise known as the Whitten Amendment, and H.R. 2653,
90th Congress, providing for payment of advertisement placed without
prior authorization in violation of section 3824, Revised Statutes, were
favorably reported by the House Judiciary Committee, passed by the
House, and are receiving consideration by the Senate Judiciary
Committee.

7. Proposal for financing operations of the Bureau of the Mint. —A
bill, S. 1156, was introduced that would provide for financing operations
of the Bureau of the Mint by means of a Mint Operating Fund, into
which revenues of the Bureau would be credited and from which all
costs and expenses of the Bureau would be paid except for certain stated
costs specifically excluded from the Fund. The proposed method of
financing is similar to a recommendation that we made to the Congress
in a report dated August 7, 1959, on the audit of the Bureau of the
Mint for fiscal years 1956—1958.

8. Proposed repeal of requirement that Comptroller General make
annual audit of General Supply Fund. —We submitted for the considera-
tion of Congressa legislative proposal recommending that section 109(e)
of the Federal Property and Administrative Services Act of 1949, be
amended to discontinue the specific statutory requirement that the
Comptroller General make an annual audit of the General Supply Fund.

We believe that the Accounting and Auditing Act of 1950 and the
Budgetand Accounting Act, 1921, provide ample authority for our Office
to review the General Supply Fund when determined necessary or when
requested to do so by any committee of the Congress. In the absence of
the specific audit requirements of the 1949 act, we would have the same
freedom of choice under the broad general audit authority given to us
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under the 1950 and 1921 acts in selecting the period and scope of
financial reviews that we have in other areas in the General Services
Administration, and in other agencies in general.

A bill, S. 1767, that would implement our recommendation has been
introduced.

Reeornrnendafions fo fhe Congress During Fiscal Year 1967

1. Potential savings through changes in legislation afecting compensa-
tion of rural carriers.—Most rural carriers are compensated under a
schedule, established by law, which is based on the length of the routes
and years of service, regardless of the hours of work required to serve
the routes. Carriers who serve heavily patronized routes are compensated
under a schedule, established by the Postmaster General pursuant to law,
which is based on the hours of work required to serve their routes and
years service. Basing compensation chiefly on the length of a route
ignores such factors as the number of families on the route and the
volume of mail handled, which significantly influence the time required
to serve a route. We recommended that the Congress consider enacting
legislation authorizing the Postmaster General to compensate dl rural
carriers on the basis of the hours of work required to perform their
duties. (Report on Potential Savings Through Changes in Legislation
Affecting Compensation of Rural Carriers and Consolidation of Rural
Routes, B—114874, December 13,1966.)

2. Payment of certain severance benefits to former Foreign Service
officers—We found that certain former Foreign Service officers of the
Department of State who had been selected out were reemployed by the
Federal Governmentimmediately or within a month thereafter at salaries
at leastequal to their salariesat the time of separation and were also being
paid severance benefits. In contrast, severance benefits payable to civil
service employees are terminated upon reemployment by the Federal
Government or the municipal government of the District of Columbia
and severance benefits payable to Foreign Service Reserve employees of
the Agency for International Development are terminated or adjusted
upon reemployment by the Federal Government.

Severance benefit payments are authorized by the Federal Service
Act of 1946,asamended (22 U.S.C. 1004), which provides that Foreign
Service officers in classes 4 through 7 who are retired under selection-out
provisions shall receive the selection-outbenefits. A Foreign Service officer
is selected out because he (1) does not receive a promotion to a higher
class within a specified period prescribed by the Secretary of State or
(2) fails to meet the standard of performance required of officers of
his class.
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We suggested that the Congress might wish to consider the need for
amending section 634 of the Foreign Service Act d 1946 to provide for
the adjustment of payable selection-outbenefits at such time as a former
Foreign Service officer becomes reemployed by the Federal Government
or employed by the municipal government of the District of Columbia
before expiration of his selection-out benefit period. (Payment of Cer-
tain Severance Benefits to Former Foreign Service Officers, B-160300,
January 31, 1967.)

3. Potential savings through changes in legislation affecting consoli-
dation of rural routes.—The Post Office Department is prohibited by
statute (39 U.S.C. 3339) from consolidating rural routes unless vacan-
ciesexistin the rural carrier positions. The restrictive statute was enacted
m 1934, and the legislative history indicates that the action of the Con-
gress df restricting the consolidation of rural routes was influenced, to a
great extent, by the unemployment and depression conditionsthat existed
at that time. In view of the changed conditions since enactment of the
restriction, we recommended that the Congress consider repealing 39
U.S.C. 3339 so that the Department can consolidate rural routes when-
ever economies are possible without adversely affecting service. (Report
on Potential SavingsThrough Changesin Legislation Affecting Compen-
sation of Rural Carriers and Consolidation of Rural Routes, B—114874,
December 13,1966.)

4._ Elimination of tax exemption privileges on beer and tobacco prod-
ucts given free to employees and visitors.—Since 1862, internal revenue
laws have imposed excise taxes on beer and tobacco products. Breweries
are permitted, however, to furnish tax-free beer to employeesand visitors
for consumption on the premises, and manufacturers of cigars and cig-
arettes are permitted to furnish these products tax-free to employees for
personal consumption. These tax exemption privileges are not enjoyed
by other producers, such as distillers. Although we recognized that these
practices have existed for a long time, we expressed our belief that ex-
penses incurred in producing and promoting the sale of products, includ-
ing excise taxes, are appropriate costs to the manufacturers and that
excise taxes should, therefore, be imposed on beer and tobacco products
even when these products are given to employees and visitors free of
charge. We estimated that if the beer and tobacco products given away
during fiscal year 1965 had been subject to excise taxes, additional reve-
nues of about $1.6 million would have accrued to the Government.

We suggested that the Congress might wish to consider amending the
Internal Revenue Code of 1954 to provide for payment of taxes by
brewers on beer consumed by employees and visitors and by tobacco
products manufacturers on cigars and cigarettesgiven to employees. (Re-
view of Federal Excise Tax Exemption on Beer and Tobacco Products
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Given to Certain Consumers, Internal Revenue Service, B—133365,
April 25,1967.)

5. Opportunities for reduction of interest costs on refunds attributable
to net operating loss deductions.— Under the Internal Revenue Code of
1954, better treatment is accorded to some taxpayers claiming refunds
than others at coniderable additional expense to the Government. The
Code permits taxpayers to offset net operating business losses of a current
tax year against a prior year’s taxable income and thereby receive a
tax refund. Interest on these refunds is paid by the Government at the
rate of 6 percent, commencing on the first day following the close of
the year in which the business loss occurred. Also, there is no interest-free
period allowed the Government within which to process refunds attribu-
table to net operating loss deductions. Therefore, taxpayers who delay
filing claims for refunds for periods up to 3 years receive interest for the
entire period. Interest paid on all refunds attributable to net operating
loss deductions during fiscal year 1964 was estimated to total about $28
million.

We suggested that the Congress might wish to consider amending the
Code to provide that interest on refunds resulting from net operating loss
carryback deductions begin from the date that applications or claims for
such refunds are filed instead of from the date following the close of the
taxable year in which the net operating loss occurs, except that the Inter-
nal Revenue Service be authorized to establish a reasonable period after
applications or claims are filed within which interest-free refunds may be
made. This change would be consistent with current provisions which
allow the Government an interest-free period within which to process
ordinary refund payments. The Assistant Secretary of the Treasury for
Tax Policy stated that the Treasury is prepared to support legislation
to carry out our proposal.

We suggested also that Congress might wish to consider similarly
amending statutory provisions concerning interest payments on refunds
attributable to investment credit carrybacks, foreign credit carrybacks,
and unused deductions of life insurance companies. (Opportunities for
Reducing Interest Costs on Refunds Attributable to Net Operating Loss
Deductions, Internal Revenue Service, B—137762, May 26, 1967.)

6. Financing the Civil Service Retirement System.—In a report to the
Congress we expressed the belief that a consistent method of financing
the System should be established that will recognize and provide for all
costs of maintaining the Systemfrom year to year as the costs are incurred.
We outlined in our report an approach which would attain this objective
and stabilize immediately the unfunded accrued liability —the accumu-
lated costs of the System for which funds have not been provided—ex-
pected to be about $50 billion at June 30, 1967, if restrictions on the
payment of certain benefits were removed.
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The outline approach provided for (1) agency contribution and de-
ductions from employees’ salaries, in such proportions as may be enacted
into law by the Congress, to cover the full normal cost of the System, (2)
direct appropriations to the Civil Service Retirement and Disability Fund
to amortize in level amounts over a 20-year period all future increments
in the unfunded accrued liability, and (3) direct appropriations to the
Fund under permanent indefinite authority in annual amounts equiva-
lent to interest on the unfunded accrued liability.

We stated in our report that while there were many approaches that
could be taken to improve the financing of the Civil Service Retirement
System, it was our view that, regardless of the approach the Congress
might choose to follow, it was important that a definite plan be adopted
to improve the financing d the System at an early date. (Financing the
Civil Service Retirement System Administered by United States Civil
Service Commission, B—130150, April 24,1967.)

7. Determination of planned Federal contribution by Corps of Engi-
neers (Civil Functions) toward cost of Del Valle Dam and Reservoir
planned for construction by State of California.— We reported that al-
though it is the policy of the Corps of Engineers, Department of the
Army, to recommend to the Congress a local contribution toward the
costs of flood-control reservoirs that serve essentially as local flood-
protection measures, the Chief of Engineers did not recommend a local
contribution in the case o the Del Valle Dam and Reservoir because of
his determination that the project benefits would be widespread. In our
opinion, the flood-control storage to be provided by the Del Valle Dam
and Reservoir appeared to be essentially a local flood-protectionmeasure
for which, under Corps policy, a local contribution could have been
recommended.

We commented that we believed the Corps did not have adequate
procedures for collecting and reporting information with respect to local
benefits or projects such as Del Valle Dam and Reservoir. In our report
we recommended that the Secretary of the Army request the Chief of
Engineers to revise existing procedures to require a more complete
analysis of the benefits expected to result from the construction of future
flood-control works and clearly identify the recipients to whom sub-
stantial benefits will accrue, and that this information be made a part
of each project report submitted to the Congress for approval.

During the 89th Congress, second session, legislation was proposed
which would have authorized a reevaluation of the flood-control costs
expected as a result of construction of the Del Valle Dam and Reservoir.
This could have affected the amount of the Federal contribution. There-
fore, we stated that the Congress might wish to consider the information
presented in this report should legislation of asimilarnature be introduced
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in the future. (Review of Planned Federal Contribution Toward the
Cost of the State-constructed Del Valle Dam and Reservoir, Alameda
County, California, B-118634, January 31, 1967.)

8. Repeal of present statutory fee limitation on architect-engineer
fees.—We found that major construction agencies contracted for
architect-engineer services at fees in excess of the statutory provisions
which limit the fees payable to architect-engineers to 6 percent of the
estimated cost of construction. Generally, these agencies interpreted the
limitation as applying only to that portion of the total fee relating to the
production and delivery of designs, plans, drawings, and specifications.
Under such interpretation, most of the architect-engineer contracts under
which the total fee exceeded 6 percent would be in compliance with the
limitation. However, we reported that in our opinion the military
procurement statute and the Federal Property and Administrative Serv-
ices Act of 1949 impose the 6 percent fee limitation on all architect-
engineer services.

We reported that in our opinion the present statutory fee limitation
is impractical and unsound principally because (1) the limitation is
governed by estimated construction costs which do not necessarily relate
to the value of the architect-engineer services rendered, (2) estimated
construction costs may not be known at the time the limitation must be
applied, (3) some architect-engineer contracts do not involve pro-
grammed construction projects, (4) the limitation may be partially
avoided by agencies having their in-house resources perform services
that have generally been contracted to architect-engineer firms, and
(5) architect-engineer fees in terms of percentages of construction cost
vary widely and thus render impracticable the establishment of a per-
centage at an appropriate level to effectively limit the fee for the
majority of contracts.

The present requirements for competitive negotiation and the sub-
mission and certification of cost or pricing data, if properly applied to
contracts for architect-engineer services, should provide adequate assur-
ance of reasonable fees. Therefore, we recommended that the Congress
repeal the 6 percent limitation imposed on architect-engineer fees by
10U.S.C. 2306(d), 4540,7212, and 9540 and by section 304 (b) of the
Federal Property and Administrative Services Act of 1949, as amended
(41U.S.C. 254(b)) . (Government-wide Review of the Administration
of Certain Statutory and Regulatory Requirements Relating to Architect-
Engineer Fees, B-152306, April 20, 1967.)

9. Need to clarify intent as to whether competitive negotiation require-
ments apply to the negotiation of architect-engineer contracts. — Although
Public Law 87-653 requires that, in all negotiated procurements in
excess of $2,500, proposals be solicited from the maximum number of

29



ASSISTANCE TO THE CONGRESS

qualified sources and that discussions be conducted with all responsible
offerors whose proposals are within a competitive range, price and other
factors considered, Federal agencies subject to this requirement generally
solicit a proposal only from the architect-engineer firm selected on the
basis of technical ability.

I'n our view there is no statutory basis which would exempt architect-
engineers from the requirements of Public Law 87-653. However, we
advised the agencies that their present procedures may be followed until
the Congress had an opportunity to consider this matter in view of
past administrative practices in the procurement of such services.

We stated that in our opinion the procurement of architect-engineer
services was and should be subject to the competitive negotiation re-
quirements of Public Law 87-653. We suggested that (1) in view of past
administrative practices in the procurement of such services, it was
important that the Congress clarify its intent as to whether the competi-
tive negotiation requirements of the law are to apply to such procure-
ments and (2) if the Congress determined that it was not so intended
the law should be amended to specifically provide for an exemption for
this type of procurement. (Government-wide Review of the Administra-
tion of Certain Statutory and Regulartory Requirements Relating to
Architect-Engineer Fees, B-152306, April 20, 1967.)

10. Questionable application of expenditures for basic research by a
State in matching Federal funds under grants for health control pur-
poses.—As part of our review of Federal grants to States for health
services, we reported to the Congress that, in our opinion, the use by
the State of Indiana of basic research expenditures for matching pur-
poses with Federal funds received under health grant control. programs
was not in accord with the purpose of control programs which, as ex-
pressed by the House Committee on Interstate and Foreign Commerce,
is to bridge the gap between basic research discoveries and their ap-
plication to the benefit of disease victims. Because the Public Health
Service expressed the view that in the absence of specific prohibitions to
the contrary, such expenditures were legally acceptable and valid for
State matching purposes, we suggested that the Congress might wish to
consider amending the Public Health Service Act to specifically pre-
clude the use of basic research expenditures as allowable State matching
funds for health control programs. (Review of Financial Administration
of Selected Grants for Health Services Made to State of Indiana, Public
Health Service, Department of Health, Education, and Welfare,
B-156635, September 23,1966.)

11. Need to clarify whether compensation increases granted to claim-
ants were greater than those intended by law.—The method used by the
Bureau of Employees’ Compensation of computing disability compensa-
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tion increases under the 1949 amendment to the Federal Employees’
Compensation Act resulted in the largest rate of increase for the least
disabled and in partially disabled claimants receiving compensation
increases ranging as high as 400 percent, whereas totally disabled claim-
ants were limited to increases of 10 or 40 percent. We estimated that,
from October 1949 through March 1965, approximately 1,700 partially
disabled claimants had received payments that exceeded by about $2.2
million the amounts we believe were intended by the amendment and
that these higher payments were continuing at a rate of about $123,000
annually.

The Department of Labor did not agree that the Bureau’s method of
computing compensation increases was incorrect. In view of this dif-
ference of opinion between the Department and the General Accounting
Officeasto the proper amount of increased compensation intended under
the 1949 amendment, we suggested that the Congress might wish to ex-
press its views in this matter. (Review df Disability Compensation Pay-
ments Under Amendments to the Federal Employees’ Compensation
Act, Bureau of Employees’ Compensation, Department of Labor, B
157593, December 14,1966.)

12. Policies and procedures used in determining the administrative
office space to be provided in major postal facilities.—In our review
of the planning for administrative office space in 10 major postal facili-
ties, we found that the Post Office Department’s space standards pro-
vided for offices which averaged about 32 percent larger than would
have been provided under General Services Administration standards.
More than 60 Federal agencies had concurred in the adequacy of the
sizes of offices provided under the General Services Administration
standards. Our review indicated a potential for substantial savings to
the Government through planning the office space in new postal fa-
cilities on the basis of standards comparable to those established by
the General Services Administration for use in determining the office
space needs of other Federal agencies. We recommended that the Con-
gress give consideration to enacting legislation which would make the
General Services Administration responsible for either establishing or
approving the standards to be used in planning space for the Post Office
Department’s administrative activities in both leased facilities and fed-
erally owned buildings.

In commenting on our draft report, the Postmaster General stated
that the Department had initiated a study of administrative office space
standards prior to our review and that the Department’s proposed new
standards would result in adjustments more in line with current needs
and General Services Administration’s allowances. In a letter to the Di-
rector, Bureau of the Budget, in February 1967, relating to our report,
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the Postmaster General stated that the Department had received an invi-
tation from the General Services Administration to participate in a joint
effort to issue an Occupancy Guide or something comparable for the
Department’s administrative office space. He further stated that the De-
partment planned to work with the General Services Administration on
this proposal.

In an appearance before the Subcommitteeon Buildingsand Grounds,
Senate Committee on Public Works, on March 20, 1967, we advised the
subcommittee of the Department’s plan to work with the General Serv-
ices Administration in developing an Occupancy Guide for adminis-
trative office space and expressed the opinion that, if an Occupancy
Guide for the Post Office Department’s administrative office space were
developed under the standards used by the General Services Administra-
tion for other agencies, there would be little need for the Congressto enact
the legislation proposed in our report. (Review of Policies and Procedures
Used in Determining the Administrative Office Space to be Provided in
Major Postal Facilities, B-153 129, December 27, 1966.)

13. Exemptions from the payment of tuition for nonresident students
granted on a basis other than the basis presented in the District of Co-
lumbia Nonresident Tuition Act.—Our review of the records of the
Board of Education of the District of Columbia Government pertaining
to the granting of exemptionfrom the payment of tuition for nonresident
students showed that some exemptions had been granted on the basis
that their parents were unwilling to provide care, custody, and support of
the students rather than on the statutory basis that they were unable to
doso.

The Superintendent of Schools stated that, in most cases, the nonresi-
dent students had been deserted by their parents and that the exemptions
had been based on whether the student had been deserted by his parents.
We expressed our belief, however, that the act does not provide for the
granting of exemptionsfrom the payment of tuition for nonresident stu-
dents solely because they have been deserted by their parents or because
their parents are unwilling to provide for their care, custody, and support.

Because the granting of exemptionsin such cases may be desirable, and
also because the act is not specific as to whether the payment of tuition
for a nonresident student is the responsibility of the District resident with
whom he resides, or of his nonresident parents or legal guardian, we sug-
gested in a report issued in January 1967 that the Congress might wish
to expressits views on the manner in which the act is being implemented.
(Review of the Administration of the District of Columbia Nonresident
Tuition Act, B—125004, January 20,1967.)

14. Active duty retirement benefits for Army and Air Force Reserve
officers—We made a review of the circumstances under which retired
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Reserve officers of the Army and the AIr Force were receiving active duty
retirement pay based on a grade higher than the highest grade attained
on active duty. We found that this benefit was not available to Reserve
officers of the Navy and the Marine Corps or to Regular officers of any
of the four military services. It was doubtful, in our opinion, that the
Congressintended this special benefit.

The described situation developed as a result of the language of the
Army and A Force Vitalization and Retirement Equalization Act of
1948 (62 Stat. 1081) and the policy of the Army and the Air Force
which permitted many Reserve officers on active duty to be promoted to a
permanent Reserve grade higher than the temporary grade held by them
on active duty.

The act does not specifically require active duty service in the retired
grade, whereas the legislative history, although inconclusive, indicates
that the Congress expected Army and Air Force Reserve officers to have
served satisfactorily in the grade on which active duty retired pay is to
be based. Also, the policy which permitted Reserve officers on active duty
to be promoted to a higher rank on the Reserve officers’ register—a policy
initiated by the Secretary of War in 1946 —was not intended as a lesis
for determining retirement pay. Its purpose was to assure Reserve officers
on active duty that their rank and order of precedence on the Reserve
promotion IEswould not be jeopardized by their continued service on
activeduty. The combination of these two circumstances, however, led to
the practice of retiring Reserve officers from active duty with retirement
pay based on a Reserve grade in which they had never served.

The significance of this matter is demonstrated by the substantially
higher retirement pay accruing to the Reserve officers who retired from
active duty in fiscal years 1964 and 1965 in a grade higher than that in
which they served. These officers will receive, over the years remaining
in their life expectancy, about $100 million more in retired pay than
they would have received if retirement had been based on their highest
active duty grade.

The Department of Defense agreed that the retirement grade and
pay under active duty retirement laws should be directly linked with
active duty service. The Department pointed out that a proposal to
bring this about had been included in comprehensive officer personnel
legislation submitted to the Congressin 1963 and again in 1965, but the
Congress had taken no action.

Prior to the issuance of our report, the President endorsed and trans-
mitted to the Congress the Report of the Cabinet Committee on Fed-
eral Staff Retirement Systems (House Document No. 402, March 7,
1966).

One of the recommendations in that report dealt specifically with
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the issue of retirement grade and pay. Thereupon, on June 3, 1966,
the Department of Defense submitted to the Congress a separate legis-
lative proposal which incorporated substantially the same Reserve of-
ficer retired grade principles as had been included in the comprehensive
officer personnel legislation previously proposed by the Department of
Defense.

I'n our report, we stated that, in view of the significance of this mat-
ter, the Congress might wish to consider it in a separate legislative pro-
posal. (Review of Certain Active Duty Retirement Benefits for Army
and AIr Force Reserve Officers, Department of Defense, B-146551, Au-
gust 10, 1966.)

15. Restoration benefits under the Universal Military Training and
Service Act. —In a letter report to the chairman of the House Post Office
and Civil Service Committee we pointed out two apparently inconsistent
provisions of law relating to job restoration rights of Reserve members
of the armed services and members of the National Guard who leave
Federal civilian positions to enter upon active military duty. We sug-
gested that considerationmight be givento introducing legislation to make
the restoration benefits provided under the Universal Military Train-
ing and Service Act applicable equally to all persons leaving Federal
civilian positions to enter upon active military duty. (B—152107, Febru-
ary 17,1967.)

Restatemenf of Prior Year Recommendations

1. Recovery of expenditures incurred in the management and opera-
tion of forest enterprises.—In 1944 the Department of the Interior estab-
lished a policy of deducting a maximum fee of 10 percent d timber sale
proceeds as a means of recovering costs incurred by Bureau of Indian
Affairs offices in the management and operations of Indian forest enter-
prises. Since that time, however, the Department has not increased the
stipulated percentage despite a rapidly increasing Federal deficit in the
management and operation of Indian forest enterprises in recent years
and despite the fact that on several reservationsincome from forest enter-
prises was substantial. We brought this matter to the attention o the
Congress in a report issued in March 1966 in the event Congress wished
to express its views on the matter. (Examination Into Policies for the
Recovery of Government Expenditures Incurred in the Management
and Operation of Indian Forest Enterprises, Bureau of Indian Affairs,
B-114868, March 24,1966; page 24, Annual Report of the Comptroller
General for fiscal year 1966.)

2. Rental rates paid to fourth-class postmasters.—We recommended
that Congress give consideration to the enactment of legislation requir-
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ing the Postmaster General to negotiate fair rental agreements with
postmasters of fourth-class post offices having 18 or more revenue units,
when they furnish space and utilities at the request of the Department,
or to prescribe some other method of paying for these items which would
be more economical and equitable than the present system. We also
recommended that the Post Office Department be required to make
a study of the advisability of changing the method of establishing the
rental paid to postmasters o fourth-class post offices having less than
18 revenue units. (Substantial Savings Available Through Change in
Method of Obtaining Space and Utilities for Small Post Offices, B—
85584, June 3, 1965; page 29, Annual Report of the Comptroller Gen-
eral of the United Statesfor fiscal year 1966.)

3. Cost of providing retirement disability and compensation benefits
for Federal Deposit Insurance Corporation employees.— We recom-
mended that the Federal Deposit Insurance Act be amended to re-
quire the Federal Deposit Insurance Corporation to assume all costs
of providing retirement, disability, and compensation benefits for its
employees and that the requirement for an annual audit by the General
Accounting Office be changed from a fiscal year to a calendar year
kesis.

Proposed draft legislation, supported by the Federal Deposit Insurance
Corporation, incorporating these recommendations and providing that
the Corporation pay interest on certain specifically recommended pay-
ments to the civil service retirement and disability fund and to the employ-
ees’ compensation fund was considered by the Banking and Currency
Committee of the House of Representatives (88th Cong., 2d sess.) ; how-
ever, it did not come before the Congress for action prior to adjourn-
ment of that session of the Congress. The proposed legislation was not
introduced during the 89th Congress.

During the first session of the 90th Congress, legislation was introduced
to amend the Federal Deposit Insurance Act to require the Corporation
to reimburse the Government for costs of providing retirement, disability,
and compensation benefits to its employees. The proposed legislation,
however, did not incorporate our recommendation that the requirements
for an annual audit by the General Accounting Office be changed from
a fiscal year to a calendar year basis. (Audit of Federal Deposit Insurance
Corporation Year Ended June 30, 1963, B—114831, February 7, 1964;
Audit of Federal Deposit Insurance Corporation Year Ended June 30,
1964, B-114831, February 28, 1966; and Audit of Federal Deposit
Insurance Corporation Year Ended June 30,1965, B—11483 1, December
14, 1966; page 30, Annual Report of the Comptroller General for
fiscal year 1966.)
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4. Exemption of US.-owned vehicles from D.C. registration, titling,
and inspection requirements. —\We recommended that the Congress con-
sider enacting legislation amending title 40 of the District of Columbia
Code to exempt vehicles owned by the Federal Government and by the
District of Columbia from the requirements for registration, titling, and
inspection. Savings could be attained by the Federal Government and
the District of Columbia if requirements for registration, titling, and
inspection of approximately 5,800 Government-owned motor vehicles
based in Washington, D.C., were eliminated.

The chairman of the House Committee on Government Operations
requested the Comptroller General to comment on responses to the com-
mittee regarding the recommendation by the President of the Board
of Commissioners, D.C., the Postmaster General, and the Administrator
of General Services. Our comments were submitted to the chairman of
the committee in April 1967, B-146974, April 19, 1967. (Potential
Savings by Elimination of the Requirements for Registration, Titling, and
Inspection of Government-owned Motor Vehicles Based in Washington,
D.C., p. 14, B-146974, March 8, 1965; page 29, Annual Report of the
Comptroller General for fiscal year 1966.)

begislafive Proposals to Heads of Departments or Agencies

1. Potential benefitsfrom quarterly collections of Federal unemploy-
ment taxes.—We reported to the Congress that a significant acceleration
in the availability of funds for financing the administration of employ-
ment security activities could be realized if appropriate legislation were
enacted to provide for quarterly, rather than annual, collection of taxes
under the Federal Unemployment Tax Act. The collection of these taxes
after the close of the calendar year has necessitated the borrowing of
funds at prevailing Federal interest rates to finance the costs of admin-
istering the State employment security offices during the first 7 months of
the respective fiscal year.

For example, the employment security administration account, which
is used by the Secretary of Labor to finance the cost of the administration
of employment security activities throughout the country, incurred $2.2
million in interest expense from July 1964 until the majority of calendar
year 1964 taxes were collected in early 1965. We estimated that, if
collections for calendar year 1964 had been made on a quarterly basis,
the account’s balance not only would have been adequate to meet the
administrative costs of employment security activities but would have
earned about $7.1 millionin interest.

Both the Treasury Department and the Department of Labor agreed
in principle with the desirability of the proposal to change the collection
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of Federal unemployment taxes to a quarterly basis. The Assistant
Secretary for Tax Policy, Treasury Department, advised, however, that
various policy and technical problems needed to be resolved. These
problems related primarily to a proposal by the Department of Labor
that the collection of these taxes be delegated to the States. We recom-
mended that the Secretariesof Labor and of the Treasury cooperatively
determine the most feasible method of making quarterly collections of
Federal unemployment taxes and submit the necessary legislative proposal
for consideration by the Congress to provide the authority for such
collections. (Potential Benefits From Quarterly Collections of Federal
Unemployment Taxes, Department of Labor and Department of the
Treasury, B—133285, January 24,1967.)

2. Improvements needed in monitoring bonding requirements of re-
porting and disclosure laws.—The Welfare and Pension Plans Disclosure
Act and the Labor-Management Reporting and Disclosure Act of 1959
provide for the reporting and disclosure of certain financial and other
information about welfare plans, pension plans, and labor organizations.
Both acts require that all persons handling funds and other property
covered by the acts must be bonded in certain specified minimum
amounts.

We reported to the Congressthe need for improved administration and
enforcement by the Department of Labor of the reporting and bonding
provisions of the cited acts and the need for the Secretary of Labor to
seek legislative authority to establish certain reporting and verification
requirements regarding compliance with the bonding provisions. During
our review the Secretary had informed us that the Department lacked
authority to require reporting of bonding coverage under the Labor-
Management Reporting and Disclosure Act of 1959 or to make appro-
priate investigations of coverage under the Welfare and Pension Plans
Disclosure Act.

In February 1967, shortly before the issuance of our report, a bill,
S. 1024, was introduced to amend the Welfare and Pension Plans Dis-
closure Act. This bill provides, in part, for the Secretary to make investi-
gations when he believes it is necesary to determine whether any person
has violated or is about to violate any provision of the act. (Review of
Certain Activities Related to Administration and Enforcement of the
Reporting and Bonding Provisions of the Welfare and Pension Plans
Disclosure Act and the Labor-Management Reporting and Disclosure
Actof 1959,B-160557, March 14,1967.)

3. Clarification of legal authority for granting compensatory time ojf
in lieu of overtime compensation to employees.— We reported to the
Congress that salaried employees of the Government Printing Office were
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performing overtime work without pay and were being allowed to ac-
cumulate corresponding compensatory time credits. These compensatory
time credits, which are valued at about $83,000 in terms of employee
salary rates, would enable such employees to take a comparable amount
of time off at a later date or, if an employee dies before taking the time
off, the unused time credits may result in payments to the employee’s
estate. The legal authority for this practice is not clear, and the General
Accounting Office advised the Public Printer that he should initiate
action with a view to obtaining specific legislative authority for granting
compensatory time off in lieu of overtime compensation to employees of
the Government Printing Office.

The Public Printer has drafted specific legislative authority regarding
compensatory time off for inclusion in the curent revision of Title 44 of
the United States Code. (Examination of Financial Statements of Gov-
ernment Printing Office, fiscal year 1965, B—114829, August 29, 1966.)

4. Need for improvement in the Coast Guard Reserve Training Pro-
gram.—In our report to the Congresswe stated that, to a large extent, the
Coast Guard Reserve Training Program, which cost $23.5 million in
fiscal year 1966, was not meeting its objective of providing the qualified
enlisted personnel that would be needed in the event of mobilization.
The Coast Guard was short of the total number of reservists required;
however, the most acute shortage existed for reservists trained in special-
ized skills as petty officers second class and above. In April 1966, the re-
serve units, considered by the Coast Guard to be the principal source of
reserve manpower available for immediate mobilization, could provide
only about 19 percent of the requirement for second class petty officers
and above and about 70 percent of the requirement for petty officersthird
classand for nonrated reservists.

We recommended that the Commandant of the Coast Guard explore,
with appropriate committeesof the Congress, the feasibility of increasing
the number of reservistswho will receive active duty training for periods
longer than 5 months. (Need for Improvement in the Coast Guard Re-
serve Training Program, B-114851, June 28, 1957.)

38



CHAPTER THREE

Assistance on Improvement & Agency
M anagement Practices

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

This chapter describes the way in which we assist agencies in the
establishment and maintenance of financial mangement information
systems and improvement o the related management practices. Our as-
sistance in other areas of management is discussed in Chapters Four
through Seven with regard to findings and recommendations for cor-
rective action resulting from our audit work and in Chapters Eight
through Ten with regard to our assistance in the areas of transportation,
claims, and legal services. Our assistance to the Congress on its internal
accounting and financial management is discussed in Chapter Two.

CONGRESSIONAL INTEREST IN FINANCIAL MANAGEMENT

The House Government Operations Committee has continued its in-
terest in the results attained under the Budget and Accounting Proce-
dures Act of 1950. Their interest was stimulated by the Comptroller
General’s letter of May 19, 1964, which focused attention on the lagging
progress in developing agency accounting systems to the point where
they could be approved by our Office.

In 1964, the committee held hearings for the purpose of obtaining
information about the lack of progress under the act and why so few
agencies had approved accounting systems. Based on these hearings, the
committee issued a report in March 1965 containing recommendations
for increased action by the General Accounting Office, the Bureau of
the Budget, the Civil Service Commission, and the agencies themselves.
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The committee specifically recommended that our Office vigorously
and expeditiously implement our announced plan to intensify our re-
view of agency accounting systems and make reports on such reviews
to the Congress. The committee also recommended that we undertake
to assist and encourage the agencies, through personal efforts of our
staff, to expedite the development of their accounting systems to the
degree necessary to obtain approval.

The committee conducted follow-up hearings on September 19, 1966,
to determine the status of the improvement program at that time. This
continued congressional interest has been helpful to the agencies and
our Office in stimulating effort directed toward the achievement of the
objective of improved Federal financial management. ThiS committee
interest was further emphasized by its hearings on accounting systems
matters, conducted onJuly 17, 1967.

ASSISTANCE IN THE IMPROVEMENT OF FINANCIAL MANAGEMENT

The ever-increasing scope, complexity, and cost of the Government’s
activities increase the importance of the development and maintenance
of sound financial management systems. The Government’s annual ex-
penditures are now running at a rate in excess of $160 billion, including
trust fund expenditures, with significant increases as a result of new
and expanded social programs, defense expenditures, and interest on
a steadily mounting public debt. New social programs have been de-
veloped in recent years to broaden educational opportunities, to develop
economically depressed areas of the Nation, to help finance health serv-
ices and medical care, and to launch a concerted attack on poverty.

The growth of these and other programs and the related decentraliza-
tion o activitiesadds to the complex responsibilities of the Government’s
managers. Thus, the managers in Federal service need all available tools,
including detailed and reliable data on the actual costs of activities, pro-
grams, and functions, to help them administer Federal programs and
funds effectively and economically and in accord with the intent of the
Congress.

One very important management tool is an adequate accounting sys-
tem designed to provide control over funds, property, and other assets
and liabilities; to provide current information on costs of operations
and other related information of value to management officials; and to
provide financial data to various levels of management related to the
previous financial plans that were expressed in operating cost budgets
of each agency. The availability of reliable cost information, related to
cost budgets and assignments nf management responsibility, is essential
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in promoting in responsible officials and employees desirable attitudes
of cost consciousness which are so important to the economical conduct
of Government operations.

Although it is not feasible to estimate the potential savings that could
be realized by developingadequate budget and accounting systems based
on applied costs, the savings should be very substantial because of the
improved output-oriented information in the hands of managers for
their use in making more informed and better decisions. The need for
improved budgeting, accounting, and reporting certainly warrants the
unremitting effortsof all agency officials.

Joint Financial Management fmprovement Program

The Joint Financial Management Improvement Program is a Govern-
ment-wide cooperative effort of all departments and agencies under the
joint leadership of the Comptroller General of the United States, the
Secretary of the Treasury, and the Director of the Bureau of the Budget
to establish and maintain systems of financial management that will be
of maximum usefulness throughout the Federal Government. The
Chairman of the Civil Service Commission has joined in the leader-
ship of tisprogram.

The program is coordinated through a Steering Committee composed
of a representative of each of the central agencies. The Steering Commit-
tee meets regularly to consider problem areas, initiate work projects,
and keep abreast of progress being made throughout the Government.

One of the problems the Steering Committee has been considering for
some time is a means to demonstrate to Federal agency managers the
advantages to them of having better cost and financial information. One
means of doing this is through the issuance of actual case studies explain-
ing how specificagencies have benefited through good financial informa-
tion systems. The Committee, in conjunction with the staff of the General
Accounting Office, has identified several such cases and the agencies
themselves have been requested to prepare narrative and graphic de-
scriptionsof how their financial information systems furnish data to their
managers €or use in planning and controlling operations. These cases or
studieswere in various stages of completion at the end of the year.

Other matters which the Steering Committee has either recently been
concerned with or isnow consideringare:

1. A plan to report total Federal expenditures by geographic
distribution.

2. Problems and possible improvement in the Government’s cen-
tral financial reports.

4



ASSISTANCE TO THE AGENCIES

3. Reported problems in the procurement and payment of various
typesof transportation of persons and things.

4. Meetings with officials of several Government agencies to discuss
financial management improvement programs.

Thisis not a complete listing, of course, of the matters with which the
Steering Committee is concerned since new matters are being presented
to the Committee almost continuously.

There is a continuous need for competent financial management em-
ployees in the Federal agenciesto improve and maintain financial man-
agement systems. The more direct association of the Civil Service Com-
mission with the Joint Program should provide continued emphasis on
increasing both quantity and quality of financial management employees
in the Federal agencies.

Cooperative Work With the Agencies on the Development
of Accounting Sysfems

We substantially increased the amount of manpower applied to the
field of financial management including cooperative assistance to the
executive agencies in the development of improved accounting systems.

Our manpower has been directed to such matters as working with
agency officials and staffs so that, with our technical assistance and guid-
ance, the agencies may proceed to develop and maintain accounting
systemsthat are in accordance with our prescribed principles and stand-
ards. In our work with the agencies, we keep ourselves informed as to
what the agency is doing and the problems it is encountering in order
that we may reach a common understanding as to the concepts and
principles to be employed. Our purpose is to be as helpful to the agencies
as we can without actually doing their work for them. However, it must
be remembered that the head of each executive agency has the statutory
responsibility for establishing and maintaining adequate accounting
and financial management systems.

A major organizational step was taken in March 1967 to strengthen
our cooperative efforts in the financial management area by the creation
of a separate Financial Management and Special Projects Group within
the International Division. ThiS organizational arrangement provides a
focal point within the Office devoting its entire efforts to the financial
management improvement program in the important international activ-
itiesarea. Last year we reported on a similar step taken in June 1966 to
strengthen our efforts in the financial management area by the creation of
a separate Management Control Systems Group within the Defense
Division, to be responsible for our cooperative and review efforts regard-
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ing planning, programming, budgeting, and accounting systems in the
Department of Defense.

We have also increased substantially our central over-view capability
in the area of financial management assistance to agencies. The Office
of Policy and Special Studies now serves as the focal point in our Office
to see that our effortsin the financial management field are sustained and
carried out consistently. We added three senior officials in that office
whose full time is devoted to keeping informed on the work of our Office
and what the agencies under their individual cognizance are doing, and
to providing guidance and policy interpretations as the need arises.

Review and Approval of Agency Accounting Systems

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

After an agency’s accounting system is approved, we have the con-
tinuing task of providing consultative assistance on further refinements
and of reviewing approved systems from time to time to evaluate their
continued adequacy and usefulness. If we subsequently find that the
approved system is not being implemented as planned, or has been
adversely modified since approval, then cooperative action is taken with
the agency to achieve the corrective action needed and, where ap-
propriate, a report on the financial management system will be submitted
to the Congress.

The procedures to be followed by agencies in obtaining approval of
their accounting systems are set forth in Title 2 of the “General Ac-
counting Office Policy and Procedures Manual for Guidance of Federal
Agencies.” At June 30, 1967, the accounting systems of 60 organiza-
tional entities among the civil departments and agencies had been
approved. In addition, we have approved 13 parts or segmentsof systems
(covering such operations as payroll and property accounting) in other
entities among the civil departments and agencies where the complete
system has not yet been approved. When a complete system is approved,
any prior approvals of segments are dropped from our count of systems
segments. The only complete accounting system approved in the Depart-
ment of Defense is the system employed by the Corps of Engineers for
the civil functions of the Department of the Army.

We had under review 45 complete and nine parts or segments of
systems submitted by civil departments and agencies. SIX of these
complete systems and two partial systems were approved during the
year, and 16 complete and one partial system were withdrawn by, or
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returned to, the agencies for further development. At the end of the
year 23 complete and six segments of systems submitted for approval by
civil departments and agencies were in various stages of review.

At the end of the year, the General Accounting Office had under
review several submissions by the Department of Defense. These included
the construction accounting system manuals of the three services, the
Industrial Fund accounting system manuals for four Defense components,
and 13 directives and instructions setting forth accounting principles
and standards.

The Prescribing of Accounfing Principles and Sfandards

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

Because the establishment of accounting principles and standards is
not a one-time action, revisions and additions must be made from time
to time to reflect benefits gained from experience, evolution in financial
management concepts, and the requirements of newly enacted legisla-
tion. A restatement of the accounting principles and standards prescribed
by the Comptroller General was issued on June 30, 1965, as Title 2
of the General Accounting Office Manual for Guidance of Federal
Agencies.

This restatement of the principles and standards was amended in
April 1967 to make it clear that the accounting systems of executive
agencies must provide adequate support in the form of cost and other
financial information for the planning-programming-budgeting system
prescribed by the President for executive agencies.

We made a recent change in our submission requirements by calling
for submission of the accounting principles and standards underlying
the system for approval in advance of requesting approval of the system
in operation.

This modification of our approval procedures, published as an official
change to our GAO Policy and Procedures Manual for Guidance of
Federal Agencies on May 15, 1967, provides that future requests by
agencies for approval of their accounting systems are to be submitted
in two stages, namely, (1) the accounting principles and standards
underlying the system, and (2) the documentation representing the
accounting system, or segments thereof, in operation.
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The purpose of this change is to recognize the desirability of giving
priority to obtaining agreement on the underlying principles and stand-
ards to be followed in accounting systems development work and then
carrying out such development work in the light of the approved princi-
ples and standards. A related reason for the change is to facilitate sys-
tematic and early identification and resolution of possible problem areas
that might adversely affect ultimate approval of an accounting system.
Also, the development and installation of a system, using sophisticated
electronic equipment, based on principles that are not acceptable can
result in subsequent large but unnecessary expenditures to redesign and
reprogram the complex ADP aspects of the system so as to achieve con-
formity with acceptable principles.

Other Facfors Affecfing Accounting Sysfems Development

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

First, about 2 years ago, the President directed the development of an
integrated planning-programming-budgeting system (PPBS) in the
agencies of the executive branch. He placed emphasis on the importance
of “high quality, business-type information systems.” Such systems re-
quire the use of realistic cost information in making estimates of future
costs and in appraising current performance against approved plans.

The development of the planning, programming, and budgeting con-
cept in the departments and agencies has created an environment con-
ducive to the development of improved financial management. At the
same time, however, it has made evident the degree to which the ultimate
development of financial management systems, including the accounting
system, is dependent upon the establishment of the significant program
categories and subcategories, and their elements for each agency and
bureau. The values to management are in the expanded role which fi-
nancial management systems, including the development of concepts
and techniques of accounting for costs, can play in the overall program
management of an agency. The role of more effective management is
stimulated by planning, programming, and budgeting emphasis on cost/
benefit analyses. The potential for this type of financial management de-
velopment as an assist to operating management, as well as the additional
responsibilities which it places on financial management officials, is be-
comingincreasingly evident.

Thus, the PPBS system has given added and renewed strength to the
primary objectives of improved Federal agency accounting as set forth
in the Budget and Accounting Procedures Act of 1950.
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Second, increased interest at the highest executive branch level in
Government-wide cost reduction focuses additional attention on the
need for improved Federal agency accounting. Evidence of this increased
interest in cost reduction is to be found in the Bureau of the Budget issu-
ance of its Circular No. A-44, August 6, 1966, pertinent to the Govern-
ment’s Cost Reduction Program and in the establishment May 23, 1967,
of the President’s Advisory Council on Cost Reduction. The BOB Circu-
lar provides that savings be measurable and identifiable and, where
appropriate, relatable to the unit cost of the year immediately preceding.
T o measure increased productivity and efficiency, the Circular calls for
expression in terms of decreased unit costs. These requirements are a
significant means of achieving increased attention by agency heads to
the development of accounting systems that account for cost and the
related output and performance data.

Third, the need for agencies to expand and accelerate the use of
computers and other high speed information processing systems has
become more apparent as the operations of Government expand. The use
of these kinds of devices is highly necessary in major agencies and for
large scale operations if agency heads expect to obtain timely financial
information to be used in planning operations and evaluating program
performance.

AUTOMATIC DATA PROCESSING IN THE FEDERAL GOVERNMENT

The acquisition and installation of automatic data processing systems
by Federal Government agencies are still increasing at a rapid rate.
During the past year over 400 additional computers were applied to a
wide range of financial and other agency operational programs through-
out the Government. Over 3,000 computers are now installed in Federal
agencies.

Over a 3-year period the inventory of installed computers has almost
doubled and the use of automatic data processing systems in carrying
out Federal Government functions has had a significant impact on
operations in almost every major agency of the Government. In the
Department of Defense, the principal business applications continue
to be in supply and logistics programs and related financial management
operations. In these Defense supply management activities computer
systems are now processing millions of transactions monthly in inventory
control, distribution, cataloging, requirements forecasting, and financial
management operations. Extensive communication facilities have been
established to transmit data between using organizations and computer

46



ASSISTANCE TO THE AGENCIES

centers. In addition, small-scale computers have been installed more
extensively throughout field organizations for base-level operations.

In the civilian agencies, many of the large-scale automatic data proc-
essing programs are of the single-purposetype where voluminous paper-
work and related data processing operations are part of major accounting,
statistical, and agency program operations.

Some of these major programs are as follows :

1. Wage record processing, benefit payment activities, and medi-
care operations in the Social Security Administration.

2. Savings bond accounting and auditing operations in the Bureau
of the Public Debt of the Treasury Department.

3. US. Treasury check issuance, payment, and reconciliation
operations.

4. Benefit payment and insurance accounting operations of the
Veterans Administration.

5. Inventory accounting operations in the commodity programs of
the Department of Agriculture.

6. Statistical activities of the Census Bureau.

7. Post Office money order and payroll and accounting operations.

8. Internal Revenue income tax processing in the Treasury
Department.

We continued to provide advice and assistance to Federal agencies
on questions involving the acquisition and use of automatic data proc-
essing systems. Also, in carrying out our review and evaluation respon-
sibilities, we assisted agencies by reviewing with agency officials
deficiencies disclosed during our audits related to the planning for and
the use of such systems.

We have also worked jointly with the U.S. Civil Service Commission
and the auditing agencies of the Government in developing a training
program for auditing in an automatic data processing environment.
This course is currently being offered by the Civil Service Commission to
auditors of all Federal agencies.

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

These studiesare being made as a follow-upto our earlier Government-
wide studies that were the subject of comprehensive reports to the
Congressin June 1958 and December 1960. Copies of these reports were
widely distributed to Government agencies to assist them in the develop-
ment of their automatic data processing programs. On March 6, 1963,
we reported to the Congress on the results of our study of the financial,
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advantages of purchasing over leasing of electronic data processing
equipment in the Federal Government. This report was widely used by
the Congress and Federal agenciesand has been a significant factor in
the increased purchasing of electronic data processing equipment by
Federal agencies.

In the Bureau of the Budget report of February 23, 1967, to the
President on the management of computers by the Government, the
Bureau reported the avoidance of approximately $200 million in annual
rental costs by the selective purchase of computers, many of which were
purchased within the past 3 years and have already been amortized.

The Bureau of the Budget also reported the redistribution within the
Government of equipment valued at $70 million, thereby avoiding ex-
penditures for new equipment, and a saving of $26 million by using
time available on Government computers at locations other than where
the requirement existed rather than acquiring additional equipment.
Both of these programs had been advocated by the General Accounting
Office in a number of reports to the Congress over the past several years.

Also, we continued to provide assistance to the Congress in connection
with hearings and studies being conducted by the Congress on the
subject of management of automatic data processing in the Federal
Government.

REVIEW OF AGENCY INTERNAL AUDITING

In the discharge of its statutory audit responsibilities and as a mat-
ter of generally accepted auditing practice, the General Accounting Of
fice reviews and evaluates the effectiveness of departments™ and agencies’
systems of internal control, including internal audit or other methods of
internal review.

We reviewed the activities of a number of the audit organizations in
the civil departments and agencies and made recommendations for
changes and improvements in several instances. On the basis of our
review of the various audit organizations of the Department of Com-
merce we concluded that with the exception of the external audit ac-
tivities of the Maritime Administration, nine separate audit staffs of the
Department should be consolidated into a single audit organization at
the departmental level and made responsible, preferably, to the Secre-
tary or Under Secretary. In commenting on our findings, which were
the subject of a report issued to the Congress in July 1967, the Depart-
ment concurred, in general, with our proposal for consolidation but
advised us that the organization would be responsible to the Assistant
Secretary for Administration.
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Our examination of the Department of Labor disclosed that in many
instances, the Bureau d Employment Security did not take appropriate
action to correct the conditions disclosed by its internal auditors in their
audits of State employment security agencies. Our examination disclosed
several expenditures which the internal auditors have questioned on the
basis that State law had been violated but as to which the Bureau had
not taken appropriate action to resolve the question of legality. We
recommended that the Secretary of Labor strengthen the administrative
procedures for follow-ups of internal auditors’ findings and provide that
the underlying causes of questioned expenditures be appropriately identi-
fied and resolved. Subsequently,the audit function was centralized under
the supervision of the Assistant Secretary for Administration, and we
were advised that the Assistant Secretary would monitor follow-up
actionsrequired.

As aresult of our review of the internal audit function in the District
of Columbia Government, we concluded that the effectiveness of man-
agement control would be increased by removing the Internal Audit Of-
fice from the Department of General Administration and establishing it
as a separate staff organization directly responsible to the Board of Com-
missioners. The President, Board of Commissioners, informed us that the
Board accepted our proposal but would delay implementing the realign-
ment pending action by the Congress on a proposed presidential reorga-
nization of the District Government.

In a report to the General Services Administration in March 1967, we
pointed out areas of the internal audit program which we believed
could be improved. We proposed that, in their reports, auditors (1)
include appraisals of the adequacy or inadequacy of internal controls
and the compliance of operating personnel with prescribed policies and
procedures and (2) state the basic causes of deficienciesnoted, including
possible weaknesses or failures in internal controls, and recommend
corrective actions to cure the causes of the deficiencies as well as the
specific deficiencies. We proposed also that the Director of the Audit
Division assign to specific members of his staff responsibility for (1)
reviewing and analyzing all changes in GSA policy, organization, operat-
ing, and accounting handbooks on a current basis to evaluate their pos-
sible effects on existing internal controls and audit instructions, (2)
revising audit guides whenever audit instructions are rendered obsolete
by organization and procedural changes in GSA operations, and (3)
providing audit guidesin those areas where they have not been provided.
GSA agreed to take appropriate action on our proposals.

We reviewed the activities of the Audit Division, Office of Organiza-
tion and Management, National Aeronautics and Space Administra-
tion (NASA). The division is responsible for internal audit in NASA.
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In our July 1967 report to the Administrator, NASA, we discussed the
need for increased audit coverage of payrolls and the need for a resident
audit staff at Langley Research Center. NASA indicated concurrence
in our findings and agreed to initiate corrective action.

We made a review of the adequacy and effectiveness of the audit
function in the Department of Health, Education, and Welfare. At the
fiscal year end, we were preparing a report on this review.

We also made a review of the internal audit systems of the Depart-
ment of Defense. The review was directed toward an evaluation of the
objectivesand scope of the work performed by the internal audit agencies
and the allocation of their audit effortsto the various operations and pro-
gram of the Department of Defense. A preliminary report on our find-
ings was submitted to the Secretary of Defense for comment prior to
the end of the fiscalyear.



CHAPTER FOUR

Aundit of Civil Operations and Programs

Our work in the civil departments and agencies in the executive
branch, carried out by our Civil Division, was directed primarily to those
agency operations and programs having major significance and evidence
of interest in the Congress. Many of our reviews originated with congres-
sional requests.

Where appropriate, we made concurrent and coordinated reviews of
selected phases of matters of a Government-wide nature or related to
more than one department or agency. In April 1967 we reported to the
Congress that (1) the major construction agencies contracted for archi-
tect-engineer services at fees in excess of the statutory provisions which
limit the fees payable to architect-engineersto 6 percent of the estimated
cost of construction, (2) the agencies' practices in requiring the submis-
sion and certification of cost or pricing data in accordance with Public
Law 87-653and the Federal Procurement Regulations differed, (3) the
agencies subject to the requirements of Public Law 87-653 were not
complying with the competitive negotiation provisions of the law, and
(4) the method of computing the architect-engineer fees differed among
the major construction agencies. We made recommendations to the
Congress and to certain agencies to effect the needed actions. Further
discussion of this report is contained in Chapter Two, Assistance to the
Congress.

We completed a review of the functional elementsof construction, and,
at the close of the year, we had in progress a draft of an audit manual for
the guidance of our audit staffs for reviewing construction activities. The
manual will consist of three major parts—design administration, inspec-
tion activities during construction, and general administration. At the
close of the year we had in process a report on the policies and practices
of selected civil agencies for rebuilding used motor vehicle tires.

As a result of our work in the civil departments and agencies of the
executive branch and in the judicial and legislative branches, we sub-
mitted 105 reports to the Congress and 95 reports to committeesor indi-
vidual Members of the Congress in response to inquiries on specific sub-
jects. We also submitted 300 reports to agency officials. These reports
are listed beginning on page 174 of Appendix C-2 o this report. Our
reports to the Congress are described in Appendix C-3 beginning on

page 212.
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Collections and other measurable financial savings resulting from our
work in the civil departments and agencies during the year, the details
of which are included, among others, in Appendix G on pages 301
through 307, totaled $1,305,000 and $98,236,000, respectively. The
highlights of our work and the more significant results therefrom are
summarized below.

DEPARTMENT OF AGRICULTURE

Our reviews of operations and programs of the various agencies and
offices of the Department of Agriculture were carried out in Washington,
D.C., and at numerous field installations.

We submitted 11 reports to the Congress during the year, and eight
reports were submitted to committees or to Members of the Congress
on reviews made at their request or in response to inquiries on specific
subjects. In addition, we issued 24 reports to agency officials.

In a report to the Congress in August 1966 we commented on the
practices followed by the Commodity Credit Corporation in providing
protection from heat and cold on shipments of certain perishable com-
modities. We concluded that the Corporation could save on rail trans-
portation costs by eliminating excessive protection on shipments of
perishable commodities without risking spoilage or deterioration. For
example, we estimated that during fiscal year 1964 savings of about
$219,000 in transportation costs for butter and cheese could have been
realized if protective services comparable with those of commercial
shippers had been required. The corrective action taken by the Corpora-
tion was consistent with our proposals.

In a report to the Congress in November 1966, we stated that Depart-
ment regulations permitted certain wheat processors to purchase domestic
wheat marketing certificatesfor less than the number of bushels of wheat
actually processed. We estimated that the Commodity Credit Corpora-
tion’s proceeds from the sale of the certificateswould have been increased
by about $5.4 million for certificates on wheat processed into white flour
duringthe 1964and 1965marketing years if processors had been required
to purchase certificatesequal to the number of bushels of wheat actually
processed.

After we brought this matter to the attention of the Department, it
amended the regulations, effective July 1966, and we estimated that this
change could be expected to increase proceeds to the Corporation by
about $650,000 annually. On the basis of our recommendation for the
Department to further revise its regulations to minimize its loss of pro-
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ceeds to the Government, additional revisions were made in July 1967
which should further increase proceedsto the Corporation.

In December 1966 we submitted a report to the Congress commenting
on the different appraisal procedures used in valuing timber offered
for sale by the Forest Service, Department of Agriculture, and the Bu-
reaus of Land Management and Indian Affairs, Department of the
Interior. We expressed our belief that substantial additional revenue
could accrue to the Government for timber offered for sale if agencies
coordinated their activities and used the more appropriate procedure
of each agency in appraising like stands of timber. The agencies agreed
to develop plans by July 1967 for an appraisal system that is uniform to
the fullest practical extent and intend to implement their uniform ap-
praisal system by July 1968.

We submitted two reports to the Congress on selected aspects of the
commodity distribution program which is administered on an overall
basis by the Consumer and Marketing Service. In one report, issued
in December 1966, we commented on opportunities to reduce the costs
of transporting certain Government-donated food commodities to State
distributing agencies. The Service took corrective actions consistent With
our proposals to provide for the optimum use of the most economical mode
of shipping commodities and to increase the lot sizes for commodities
whenever necessary. In another report, issued in February 1967, we
estimated that of the 55,160 families participating in the commodity
distribution program in three counties in one State, between 14,400 and
26,800 families did not meet program eligibilityrequirements. In response
to our proposals for minimizing food distributions to ineligible families,
the Service advised us o various corrective measures taken to improve
the administration of program activities. We estimated that the action
taken on our proposals would result in savings of approximately $665,000
for 1 year.

In a report addressed to the Commodity Credit Corporation in March
1967, we made recommendations designed to expedite the deposit of
collections and thereby reduce the Corporation’s interest cost. We esti-
mated that implementation of these recommendations would result in
interest savings of at least $125,000 annually. In June 1967 we were
informed that our recommendations would be adopted.

We found that the Agricultural Research Service needed to strengthen
its controls to avoid or minimize the harmful effect of modified live virus
hog cholera vaccines which, when used under certain field conditions,
impaired the agency objective of eradicating hog cholera. In order to
effect appropriate action regarding the further use of such vaccines, the
Department implemented our recommendation to make our report
available to the Hog Cholera Biologics Study Group of the Secretary of
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Agriculture’s Advisory Committee on Hog Cholera Eradication which,
in March 1967, was appointed specificallyto establish basic guidelines for
using different hog cholera vaccines. Subsequently, our proposals for
corrective action were generally supported by the study group. This
matter was reported to the Congress in April 1967.

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

DEPARTMENT OF THE ARMY
CORPS OF ENGINEERS (CIVIL FUNCTIONS)

Our reviews of the civil functions of the Corps of Engineers resulted
in three reports to the Congress and 13 reports to agency officials. Our
work at the Corps is also directed toward reviews of operations in power
generating and marketing that are interrelated with the operations of the
Department of the Interior; the results of these reviews are dealt with
in our comments on our work at the Department of the Interior.

As a result of one of our reports to the Congress, and in response to
our recommendations, the Chief of Engineers issued instructions to all
division and district engineers directing them to enforce the applicable
provisions of law which prohibit depositing industrial waste solids into
navigable waters unless a permit is obtained from the Secretary of the
Army authorizing the deposits.

Inanother report to the Congress, issued in October 1966, we estimated
that the cost of designing and constructing the New Second Lock at,
Sault Ste. Marie, Mich., was increased by about $651,000 because the
Corps of Engineers decided to increase the authorized size of the lock
without first adequately establishing the maximum-size ships that could
be expected to use it during its economic life. We recommended that the
Chief of Engineers stress the importance of conducting thorough studies
before building new locks. We further recommended that the Chief of
Engineers bring our report to the attention of the division engineers to
demonstrate the need for more critical evaluations of representations and
proposed actions of the district engineersto ensure that the representations
and actions are in line with current and forecast lock-size requirements.

In a report to the Congress in January 1967, we commented that
although it was the policy of the Corps of Engineers to recommend a
local contribution toward the costs of flood-control reservoirs that serve
essentially as local flood-protection measures or produce some specific
local benefit, the Corps did not make a recommendation to the Congress
in the case of the Del VValle Dam and Reservoir. We expressed our belief
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that a more complete evaluation of the factors involved, which, in our
opinion, reasonably should have been made in the circumstances, would
have indicated that a local contribution of between $1.1 million and
$2.4million may have been appropriate in connection with the proposed
project costs allotted to flood control. We recommended that the Chief
of Engineers revise existing procedures to require a more complete
analysisof the benefits expected to result from the construction of future
flood-controlworksand clearly identify the recipientsto whom substantial
benefits will accrue, and that this information be made a part of each
project report submitted to the Congress for approval. In March 1967,
the Department informed us that our recommendations would be con-
sidered during the course of further studieson this subject.

DEPARTMENT OF COMMERCE

Our reviews of the operations and programs of the various agencies
and offices of the Department o Commerce resulted in one report to
the Congress, three reports to committees or to Members of the Con-
gress in response to inquiries on specific subjects, and 10 reports to
agency officials. The results of our audit efforts in the Bureau of Public
Roads which was transferred to the newly created Department of Trans-
portation effective April 1, 1967, are discussed on page 68.

We reviewed the activities of the various audit organizations of the
Department and its constituent agencies in accordance with a request
from the Subcommittee on Government Activities of the House Com-
mittee on Government Operations. On the basis of our review, we
concluded that with the exception of the external audit activities of the
Maritime Administration, nine separate audit staffs of the Department
should be consolidated into a single audit organization at the depart-
mental level and made responsible, preferably, to the Secretary or Under
Secretary. In commenting on our findings, which were the subject of
a report issued to the Congressin July 1967, the Department concurred,
in general, with our proposal for consolidation but advised us that the
organization would be responsible to the Assistant Secretary for
Administration.

Our work in the Economic Development Administration—a new
agency created by the Public Works and Economic Development Act
of 1965—was directed primarily at preliminary reviews of the administra-
tion of itsloan and grant program.

In a report issued to the Congress in November 1966, we questioned
the Maritime Administration’s requirement that shipbuilding contractors
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furnish performance and payment bonds on certain ship construction
contracts. Our estimate for potential annual savings of about $316,000
in construction-differential subsidiesrelated to the fact that, without bond-
ing requirements, bidders on ship construction contracts would not have
to include amounts for bond premium expenses in their bids. Following
discussionswith agency officials, a policy was approved by the Maritime
Administration providing for waiver of the requirements if the bidder
is considered to have sufficient financial resources. We concluded that
the waiver policy was a worthwhile change which may result in recurring
savings in those instances where it is applied. We recommended, and the
agency agreed, that a future evaluation be made of the waiver policy
and that systematic comparisons be made of Maritime’s contract ad-
ministration activities to those of the Department of the Navy.

Also at the Maritime Administration at the close of the fiscal year,
we were processing a report to the Congress on potential interest sav-
ings available to the Government in financing the operation of Govern-
ment-owned vessels supporting military activities in Southeast Asia.

Our work at the Department’s two major scientific agencies—the
Environmental Science Services Administration and the National Bureau
of Standards —was directed primarily toward reviews requested by con-
gressional committees or by individual Members of the Congress. Such
work at the National Bureau of Standards included reviews of the
utilization and management of laboratory equipment and of the Bureau’s
program in providing Government-wide services and assistance in the
automatic data processing (ADP) field. At the Environmental Science
Services Administration, such congressional request work involved a
review of certain of the Agency‘s procurement practices.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

Our work in the Department of Health, Education, and Welfare
(HEW) included reviews of selected aspects of management of Federal
and federally aided programs. Subjects included in our reviews
concerned :

Pricing methods used by various States in the purchase of prescribed

drugs for welfare recipients.

Practices employed in providing nursing home care, medical services,
and prescribed drugs to welfare recipients.

Work registration of certain categories of welfare recipients.

Allocation of administrative expenses to federally assisted welfare pro-
gram.

Educational televisionprograms,
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Administration of programs for educationally deprived children.
Construction of higher educationfacilities.
Development and improvement of new educational techniques and

facilities for elementary and secondary schools.
Federal grants for health research, construction of hospitals, and air

pollution control.

Activities of State agencies concerning certification of the eligibility of
facilities for participation in Medicare program.

Controls over continuing propriety of social security benefit paymentsto
certain types of beneficiaries.

Audit activitiesof the Department.

Twenty-nine reports were issued during the year—nine to the Con-
gress, five to committees or individual Members of the Congress, and 15
to agency officials. Examples of the significance of these reports follow.

In March 1967 we reported to the Subcommittee on Long-Term Care,
Senate Special Committee on Aging, at its request, on our inquiry into
alleged improper practices in providing nursing home care, medical
services, and prescribed drugs, to old-age assistance recipients in the
Cleveland, Ohio, area. On the basis of information obtained in our in-
quiry, we concluded that, because of inadequacies in pertinent policies,
procedures, and controls, or in their implementation, it was possible that
patients in nursing homes may have received inadequate care; nursing
home operators may have been paid at the rate prescribed for maximum
nursing care when only average nursing care, payable at a lower rate,
was required and actually rendered; payments may have been made for
physicians’ services not actually rendered or drugs not administered to
welfare recipients. We concluded also that the areas to which we directed
our inquiry warranted further examination or investigation in greater
depth, to ascertain the extent to which deficiencies actually existed and
to develop suggestions for needed improvements in related policies, pro-
cedures, and controls.

Previously, in August 1966, we reported to the Subcommittee on
Health of the Elderly, Senate Special Committee on Aging, at its request,
on our examination into alleged improper practices in providing nursing
home care and controlling payments for prescribed drugs for welfare
recipients in California. We found that (1) the California State plan in
effect at the time of our review did not clearly provide or fix responsibility
for the exercising of controls designed to detect, and to require the cor-
rection of, improper practices or deficiencies in the areas of most of the
allegations and (2) the representatives of the Welfare Administration
had not made the reviews of State and county agency activities neces-
sary for an evaluation of the adequacy of the State plan in this respect.
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We found also that the procedures, recommended in the State plan
to provide assurance that payments made for prescribed drugs are
actually delivered for the use of eligible welfare recipients, had not been
adequately implemented at the county level. In this regard, we stated our
belief that the State agency had not carried out its responsibilities for
the evaluation of county activitiesand that the Department had not util-
ized the review processes necessary to ascertain the quality of this aspect
of the administration of the programs.

HEW and the State expressed general agreement with our findings
and conclusions and outlined certain corrective actions which had been
taken orwere being contemplated.

In April 1967, we reported to the Congress on the need for HEW to
provide the States with appropriate guidance and criteria relating to
the establishment or revision of pricing methods for prescribed drugs
purchased for use by welfare recipients under programs which are fed-
erally aided under the Social Security Act. We pointed out that a lack
of definitive guidelines had resulted in the establishment of inconsistent
methods for determining the price of drugs in various States and in the
establishment of pricing methods which provided pharmacies in certain
States with an incentive to dispense higher cost drug products where
suitable lower cost products which meet prescription requirements are
available. We recommended that the Department establish a policy for
pricing welfare prescription drugs which would be acceptable for the
purposes of Federal financial participation and which would prohibit
the use of methods which provide incentives for pharmacies to dispense
higher cost products where suitable lower cost products meeting prescrip-
tion requirements are available. We recommended also that the policy
urge the use of pricing methods based on the cost of the product dispensed
plus a fixed professional fee. TS report, together with the results of other
drug studies conducted by the General Accounting Office, was discussed
by the Comptroller General and other representatives of our Office at a
public hearing held in May 1967 before the Monopoly Subcommittee of
the Senate Select Committee on Small Business.

In March 1967 we reported to the Congress that the Social Security
Administration (SSA) did not have sufficient accounting control over
benefit overpayments, that many overpayments could have been pre-
vented through the exercise of greater care by SSA employees in handling
benefit claims, and that there was a need for improvement in overpay-
ment recovery activities. I n accordance with our proposals, HEW agreed
to establish a system of accounting controls for overpayments and to take
action designed to minimize overpayments and improve procedures
governingrecovery df overpayments.
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We also made a review of the adequacy and effectivenessof the audit
function in the Department. At the close of the fiscal year, a report on
this review was in the process of preparation.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Our work in the Department of Housing and Urban Development
(HUD) included a wide spectrum of reviews in such areas of HUD
activity as urban renewal, housing assistance, metropolitan development,
mortgage credit, and agency and Department-wide financial administra-
tion. As a result of these reviews, we issued during the year a total of
27 reports—nine to the Congress, 11 to the committees or individual
Members of the Congress at their request, and seven to agency officials.

In areport issued to the Congressin October 1966 on urban renewal
activities we pointed out that the agency had approved noncash grant-
in-aid credits for a bridge and a limited access street which, in our
opinion, were excessive because the allocations of the costs of the facilities
between the project areas and areas outside the project did not adequately
take into consideration the relative benefits to be provided. We pointed
out also that the values of certain publicly owned buildings included
in the cost of another project were, in our opinion, excessive because
an improper besis was used in the valuations. The amounts of the excess
allocations for the bridge and the street and of the excess value of the
buildings could not be determined without detailed studies; however,
we expressed our belief that the amounts could be substantial in rela-
tion to the $3 million credits allowed for the facilities.

During fiscal year 1967, as a result of prior years’ reports, non-cash
grant-in-aid credits were reduced for a school, a fire station, and street
lights and traffic signals thereby reducing the Federal Government’s
share of the costs of the projects by about $410,000.

In the housing assistance area, we pointed out in a November 1966
report to the Congresson the utilization of local housing authority (LHA)
manpower in performing maintenance activities at low-rent public hous-
ing projects, that certain federally financed low-rent housing projects
appeared to be bearing substantially higher costs than their maintenance
operations required. We recommended that action be taken to reduce
costs through the establishment of appropriate wage rates and realistic
job classifications.

In January 1967 we reported to the Congress that our examination
into agency reviews of financial activities of certain LHAs showed that
such reviews did not disclose that the LHAS were maintaining significant
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amounts of cash in excess of estimated current disbursement needs in-
stead of investing such funds to produce additional income and thus
reduce Federal contributions. Agency management officials were, there-
fore, not in a position to initiate steps to obtain corrective action by the
LHAs. It appeared that additional interest revenue could have been
earned if further investments of available cash had been made by these
authorities. As a result of our recommendation, the Housing Assistance
Administration took appropriate action directed toward maximizing the
investment earnings of LHAs and providing for more effective reviews
of local authority investment program activities.

Our reports on various activities concerning the small home insurance
programs of the Federal Housing Administration (FHA) pointed out
certain opportunities for benefits available to the agency. In a report
to the Congress in August 1966, we pointed out that FHA incurred
annual premium costs o about $340,000 for public liability insurance
covering its acquired properties and proposed that FHA adopt the
Government’s long-standing policy of self-insurance. We were advised
that the agency was favorably disposed toward the general premise of
self-insurance and was studying our proposal.

In May 1967 we reported to the Congress that consolidation, within
one agency, of the property management functions for single-family
residential properties acquired under home financing programs of FHA
and the Veterans Administration could provide, among other benefits, a
basis for lower costs through a reduction in the overall size of the two
staffswhich now perform essentially the same functions separately. We
were informed that a management consulting firm had been engaged by
the Bureau of the Budget to make a study to determine what, if any,
organizational and other actions should be taken.

In a report to the Congress in June 1967, we expressed the belief that
in many cases builders prematurely requested FHA to make final inspec-
tions of new homes that were to be insured by the agency, and that such
premature requests resulted in the need for additional FHA reinspections
at the agency’s expense. As a result of our finding, the agency took specific
stepsto control and reduce the number of premature final inspections. T o
make the agency’s action more effective, we recommended that FHA
require payment of penalty fees for reinspections clearly caused by
premature requests.

We also submitted a report to the chairman of the Permanent Sub-
committee on Investigations, Senate Committee on Government Opera-
tions, on statistics regarding multifamily housing programs administered
by FHA. The report comments on the increasing number of projects in
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financial difficulty and the relatively high losses incurred on the sale of
acquired properties in the last few years, indicating that the situation

needs closescrutiny.

DEPARTMENT OF THE INTERIOR AND WATER RESOURCES
DEVELOPMENT PROGRAMS

Our work during the year in the various bureaus and offices of the
Department of the Interior included reviews of selected activities of the
Bonneville Power Administration, the Bureau of Reclamation, the Geo-
logical Survey, the Bureau of Land Management, the Bureau of Sport
Fisheries and Wildlife, the Bureau of Commercial Fisheries, the Bureau
of Indian Affairs, the Bureau of Outdoor Recreation, the Federal Water
Pollution Control Administration, and the Virgin Islands Corporation.
In addition, we made financial statement audits of the Columbia River
Federal Power System, the Southeastern Power Administration, the Ten-
nessee Valley Authority, and the Virgin Islands Corporation. Water de-
velopment activities of the Columbia River Federal Power System and
the Southeastern Power System are interrelated with the civil works ac-
tivities of the Corps of Engineers.

The results of our work in the Department of the Interior and inter-
related water resources development programs were the subjects of 41
reports—six to the Congress, four to congressional committees or indi-
vidual Members of Congress, and 31 to agency officials. Examples of this
reporting are summarized below.

We reported to the Congress in January 1967 that economies were
available through improved coordination of geodetic surveying activities
within the Federal Government. In commenting on our proposals, the
Bureau of the Budget, which has responsibility for coordinating geodetic
surveying activities in the Federal Government, agreed that it should
continue to pres for improved coordination and efficiency in the conduct
of the Government’s geodetic control activities. Subsequently, in Sep-
tember 1966, the Bureau of the Budget informed us that the Geological
Survey, Department of the Interior, which establishes geodetic control
points in its mapping program, and the Environmental Science Services
Administration, Department of Commerce, which has the responsibility
for establishing a nationwide network of geodetic control points, had
entered into an agreement whereby horizontal geodetic control to na-
tional standards would be achieved as a part of the Geological Survey’s
topographic map program. We estimated that this action would result

in annual savings of about $420,000.
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The Bureau of the Budget has also suggested that the Department of
Commerce investigate further the possibility of concluding an agreement
with the Department of Transportation to facilitate cooperation in the
geodetic control surveying activities required for highway programs
administered by the Bureau of Public Roads.

In areport to the Congress in February 1967, we described the details,
circumstances, and legal background which gave rise to our opinion that
section4(f) of the Virgin Islands Corporation Act (48 U.S.C. 1407¢(f))
did not provide authority for the sale to the Government of the Virgin
Islands of the electric power and salt water distillation facilities owned
by the Virgin Islands Corporation. Our report also described the subse-
quent actions by the Virgin Islands Corporation and the General Services
Administration which resolved our objection to the legal authority for the
sale. We also included our comments concerning the adequacy of the
appraisal of the facilitiesthat was obtained by the GSA and the need for
improvement in appraisal evaluations by the Administration’s appraisal
staff. The Governor of the Virgin Islands and GSA renegotiated the
original sales price to make adjustments on the basis of comments by
our Office and the chairman, Government Activities Subcommitttee of
the House Committee on Government Operations, concerning the reason-
ableness of the appraisal of the facilitiesat an estimated fair market value
of $6.5 million. And, on January 26, 1967, GSA sold the facilities to
the Government of the Virgin Islands under provisions of section 203(e)
of the Federal Property and Administrative Services Act of 1949 (40
U.S.C. 484(e)) for $9.5 million, or about $2.2 million more than the
original transfer price of $7.3 million.

At the Bureau of Sport Fisheries and Wildlife we reviewed the use
for new construction of funds appropriated for management and investi-
gations of resources. In commenting on our finding that the Bureau had
improperly used about $296,000 of such funds to construct a new Na-
tional Fish Control Laboratory at Warm Springs, Ga., and a number of
small buildings and projects in the Bureau’s Region 3, the Department
informed us that it could not conclude that there had been any conscious
violation of the Anti-Deficiency Act (31 U.S.C. 665(a)), which pro-
hibits an officer or employee from involving the Government in any
contract or other obligation for the payment of money in advance of
appropriations made for that purpose. The Department agreed, however,
that the Bureau’s interpretation of the availability of these funds for
incidental construction within defined limits should be the subject of
specific congressional expression on a current basis and stated that efforts
were being made to obtain such expression. We reported this matter to
the Congressin September 1966.
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DEPARTMENT OF JUSTICE

At the Department of Justice we reviewed the followingmatters:

Contracting practices and procedures for hiring appraisers to value land
in Indian claimslitigation.

Policies and procedures for collecting judgments, fines, penalties, and
forfeitures.

The financial statements of the Federal Prison Industries, Inc., for the

fiscal year 1966.

The feasibility of transferringthe United States marshals’ check-issuing
function to the Department of the Treasury.

Utilization of duplicatingequipmentat departmental locations in Wash-
ington, D.C.

The results of our work were summarized in a total of 18 reports—
three to the Congress and 15 to agency officials.

In a report to the Congress in August 1966, we commented on the
need to strengthen the contracting practices for hiring appraisers to
value land in Indian claims litigation. In response to our proposals and
recommendations, the Department (1) issued formal contracting pro-
cedures to govern the procurement of appraisal services, (2) requires
appraisers to furnish financial or other fee information in support of
bid proposals, (3) prescribed criteria to guide attorneys in determining
the reasonablenessof appraisers’ proposed fees, (4) requires contracting
officials to negotiate with appraisers after receipt of initial proposals,
and (5) provided for periodic reviews of contracting activities to de-
termine that prescribed policies and procedures are being effectively
carried out.

In a June 1967 report to the Congress, we stated that the policies,
procedures, and practices followed by the Department and United States
attorney offices in collecting debts owed the Government showed a
need for more timely and effective collection efforts and the need to
improve the accounting for and reporting of outstanding indebtedness.
In commenting on matters discussed in the report, the Department in-
formed us that several of our proposals for corrective action were being
considered and set forth the measures it had taken to improve collection
activities.

In April 1967 the accounting system of the Immigration and Naturali-
zation Servicewas approved by the Comptroller General.

DEPARTMENT OF LABOR

Our audit work in the Department of Labor involved selected reviews
of various programs and activitiesof the Bureau of Employment Security,
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the Neighborhood Youth Corps, the Bureau of Employees’” Compensa-
tion, and the Labor-Management Services Administration. Also, we
reviewed selected phases of manpower training and other projects under
the Manpower Development and Training Act of 1962, departmental
determinations of prevailing wage rates under the Davis-Bacon Act and
related laws, and certain Department-wide activities, including internal
audits.

We submitted nine reports to the Congress, one to a Member o the
Congress, and five to agency officials.

In areport to the Congressin January 1967, we stated that, in many
instances, the Bureau of Employment Security did not take appropriate
action to correct the conditions disclosed by its internal auditors in their
audits of State employment security agencies. Our examination disclosed
several expenditures which the internal auditors had questioned on the
basis that State law had been violated but the Bureau had not taken
appropriate action to resolve the question of legality. We recommended
that the Secretary of Labor strengthen the administrative procedures for
follow-ups of internal auditors® findings and provide that the underlying
causes of questioned expenditures be appropriately identified and
resolved. Subsequently, the audit function was centralized under the
supervision of the Assistant Secretary for Administration, and we were
advised that the Assistant Secretary would monitor follow-up actions
required.

In another report to the Congress in January 1967, we pointed out
that a significant acceleration in the availability of funds for financing
the administration of employment security activities could be realized if
appropriate legislation were enacted to provide for the quarterly, rather
than annual, collection of the Federal unemployment taxes. The collec-
tion of these taxes after the close of the calendar year has necessitated
the borrowing of funds at prevailing Federal interest rates to finance the
costs of administering the State employment security offices during the
first 7 months of the respective fiscal year. We estimated that, if collections
for calendar year 1964 had been made on a quarterly basis, not only
would adequate funds have been available to meet the administrative
costs of employment security activities but the funds would have earned
about $7.1 million in interest.

Both the Treasury Department and the Department of Labor agreed
in principle with the desirability of the proposal to change the collection
of Federal unemployment taxes to a quarterly basis. The Treasury
advised us, however, that various policy and technical problems needed
to be resolved. We recommended that the Secretaries of Labor and of
the Treasury cooperatively determine the most feasible method of making
quarterly collections of Federal unemployment taxes and submit the
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necessary legislative proposal for consideration by the Congressto provide
the authority for such collections.

In January 1967 we issued a report to the Secretary of Labor concern-
ing a contract for on-the-job training of bus drivers, which lacked pro-
visions to ensure that Federal funds authorized under the Manpower
Development and Training Act of 1962 would not be used as a subsidy
to replace existing training programs or efforts by contractors. The
Department advised us that this was one of the first contracts under the
program and that in making future contracts it would seek to avoid these
basic contract problems.

In three reports submitted to the Congress in December 1966 and
January and June 1967, we expressed the need for improving the Depart-
ment’s method of computing and adjusting disability compensation for
civilian employees of the Federal Government. The Department did not
agree with our conclusion that the method of computing compensation
increases had resulted in estimated excess payments of about $2.2 million
and that higher payments were continuing at a rate of about $123,000
annually. However, the Department advised us that it would install
procedures to (1) avoid delays in adjusting certain compensation from
total disability rates to partial disability rates which, according to our
estimate, might have resulted in additional payments of $1 million, and
(2) discontinue the practice of adjusting the percentage of wage-earning
capacity in favor of claimants for disability awards and thus achieve
estimated annual savings of at least $100,000.

In March 1967 we issued a report to inform the Congress of the need
for improved administration and enforcement by the Department of the
reporting and bonding provisions of the Welfare and Pension Plans
Disclosure Act and the Labor-Management Reporting and Disclosure
Act of 1959 and the need for legislative authority to establish certain
reporting and verification requirements regarding compliance with the
bonding provisions. A primary objective of the applicable laws is to
protect the interests of participants in the plans and of members of labor
organizations through the public disclosure of financial and other
information.

The Secretary of Labor advised us of certain corrective actions being
taken or to be taken. He noted, however, that the Department lacked
authority to require reporting of bonding coverage under the Labor-
Management Reporting and Disclosure Act of 1959 or to make appro-
priate investigations of coverage under the Welfare and Pension Plans
Disclosure Act. Accordingly, we recommended that the Secretary of
Labor seek appropriate legislative authority from the Congress. In
February 1967, shortly before the issuance of our report, a bill was intro-
duced in the Senate to amend the Welfare and Pension Plans Disclosure
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Act. This bill provides, in part, for the Secretary to make investigations
when he believes it is necessary to determine when any person has violated
or is about to violate any provision of the act.

POST OFFICE DEPARTMENT

At the Post Office Department we examined into construction and
lease of postal facilities, procurement of supplies and equipment, trans-
portation of mail, manpower utilization and staffing of postal facilities,
and payrolls and other financial activities. Our work resulted in six re-
ports to the Congress, five reports to committee chairmen or Members
of the Congress an matters of interest to them, and nine reports to agency
officials.

In August 1966we reported to the Congressthat the Department could
achieve substantial savings by replacing overage vehicles in a more timely
manner. To accomplish these savings, it would be necessary for the De-
partment to initiate vehicle procurement more expeditiously and to fully
consider procurement lead time in establishing vehicle requirements. The
Postmaster General agreed that the Department’s program for replace-
ment and procurement of motor vehicles should be strengthened. He in-
formed us that vehicle deliveries to the Department had improved as a
result of the earlier submission of requisitions to the General Services
Administration and that studies were being made to determine means
of further reducing the time required to complete delivery of vehicles.

In a report to the Congress in September 1966, we pointed out that
the Department could achieve substantial savings by discontinuing the
uniform allowances granted certain categories of postal employees and
entering into contracts for the furnishing of uniform items. The Post-
master General informed us that, with certain qualifications, he intended
to initiate action on our proposals. He said that he had requested the De-
partment’s Uniform Allowance Advisory Board to submit a plan for
effecting a supply program for window service uniforms and that close
attention would be given to our proposal concerning uniforms for other
categories of employees.

In December 1966 we reported to the Congress that our review of the
planning for 10 leased facilities had indicated that the Department’s
space standards provided for administrative offices which averaged about
32 percent larger than would have been provided under General Services
Administration standards. We estimated that, if the 10 facilities had
been planned on the basis of GSA standards, the savings in rentals might
have amounted to as much as $2,580,000 over the lives of the leases. We
pointed out also that the Government could reduce rental costs by about
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$147,500 annually by subleasing the planned excess office space in eight
of the facilitiesto other Government agencies that lease space. A portion
of these savings would be offset by moving and partitioning costs. The
Postmaster General informed us that the Department proposed to adopt
officespace standards more in line with current needs and GSA’s allow-
ances and that the Department concurred with our proposal for subleas-
ing excess officespace to the maximum extent practicable. He said that
appropriate procedures would be established to implement this policy.

In another December 1966 report to the Congress we reported that
significant savings in manpower costs could be realized and that certain
inequities in the hourly earnings among rural carriers could be eliminated
if the Congress were to authorize the Postmaster General to compensate
all rural carriers on the basis of the hours of work required to perform
their duties. We estimated that the costs incurred in providing rural
delivery service in the Cincinnati postal region could be reduced by about
$3.4 million annually if the Postmaster General were given this author-
ity. The Department's internal auditors estimated that nation-wide sav-
ings would be about $58 million annually. We recommended that the
Congress consider enacting legislation authorizing the Postmaster Gen-
eral to compensate all rural carriers on the basis of the hours of work
required to perform their duties.

We also reported that the Department was prohibited by statute (39
U.S.C. 3339) from consolidating rural routes unless vacancies exist in
the rural carrier positions. The restrictive statute was enacted in 1934,
during a time of high unemployment and depressed economic conditions.
In view of the changed conditions since enactment of the restriction, we
recommended that the Congress consider repealing 39 U.S.C. 3339 so
that the Department could consolidate rural routes whenever economies
are possible without adversely affecting service.

DEPARTMENT OF TRANSPORTATION

The Department of Transportation was established in April 1967.
The Federal Aviation Agency; the Bureau of Public Roads and the Saint
Lawrence Seaway Development Corporation, Department of Com-
merce; the Alaska Railroad, Department of the Interior; and the United
States Coast Guard, Department of the Treasury, were transferred to the
newly created Department.

Our work during the fiscal year 1967 in the agencies making up the
Department of Transportation resulted in a total of 48 reports—eight
to the Congress, six to chairmen of congressional committees or Members
of the Congress, and 34 to agency officials.
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Selected reports and accomplishments resulting from our audit work
in the Department of Transportation are discussed briefly below.

Our reports to the Congress on the operations and programs of the
Federal Aviation Administration dealt with the administration of grants
under the Federal-aid airport program, the procurement and utilization
of technical equipment, inadequate planning for research activities, and
selected procurements and costs of dedication ceremoniesin the Pacific
Region. As a result of our reviews of the Federal-aid airport program,
FAA reduced Federal participation in the cost of airport development
by about $223,000 and initiated action for further reductions of about
$444,000. We reported also that FAA paid large sums of money to air-
port sponsors without obtaining information essential for determining the
reasonablenessaf the sponsors’ costs.

Our audit efforts at the Federal Highway Administration during the
year continued to emphasize reviews of the Federal-aid highway pro-
gram, with particular reference to the $51 billion Interstate System. Our
reports to the Congress on Federal Highway Administration activities
dealt with significant problems in the administration of right-of-way ac-
quisition activities for the Federal-aid highway programs, justification
for a frontage road adjacent to an interstate highway, and circumstances
surrounding the collapse of an interstate system bridge.

We also reviewed various aspects of the Federal-aid highway program
in 21 States. We continued our examinations into property appraisal
aspects for highway rights-of-way; policies and standards relating to traf-
fic signs; location of interstate system segments in major metropolitan
areas; and various financial, administrative, and audit procedures, in-
cluding the Administration’s present practices for reimbursing States for
costsincurred on Federal-aid highway projects.

We reviewed selected programs and activities of the Coast Guard and,
as required by law, examined and settled accounts of the Coast Guard’s
accountable officers. We reported to the Congress in June 1967, that, to
a large extent, the Coast Guard Reserve Training Program, which cost
about $23.5 million in fiscal year 1966, was not meeting its objective of
providing the qualified enlisted personnel that would be needed in the
event of mobilization. We commented on the need for the Coast Guard
to explore, with appropriate committees of the Congress, the feasibility of
increasing the number of reservists who will receive active duty training
for periods longer than 5 months and on the need to correct certain weak-
nesses in the training provided by reserve units.

The Acting Commandant of the Coast Guard concurred with our con-
clusionthat certain weaknesses existed in the training provided by reserve
units and informed us that he recognized the inability of the Coast Guard
Reserve to meet stated mobilization requirements. He said that our report
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should assistthe Coast Guard in gaining recognition for its Reserve Multi-
Year Plan, which is considered by the Coast Guard to be essential if an
effective and efficient trained reserve is to be maintained.

TREASURY DEPARTMENT

In our work at the Treasury Department, we reviewed selected pro-
grams and activities of the Bureau of Accounts, the Bureau of Customs,
the Bureau of Engraving and Printing, the Internal Revenue Service, and
the Office of the Treasurer of the United States. We issued five reports
to the Congress, two reports to committees or Members of the Congress,
and 29 reportsto agency officials.

Our audit of Internal Revenue Service (IRS) activities included re-
views of (1) the controlsin effect to insure that taxpayers are reporting
as taxable income State tax refunds received by taxpayers for which Fed-
eral tax benefits had been received in prior years, (2) delaysin processing
claims for income tax refunds, (3) procurement of an automatic mail
processing system, and (4) interest payments on certain Federal income
tax refunds. At June 30, 1967, reports were being prepared on these
audits.

In areport to the Congressin November 1966 we disclosed that, on the
basis of our tests in four IRS district offices, a high percentage of tax-
payers were not voluntarily reporting as income, interest received on
their tax refunds. Because of our limited access to records we could not
reasonably estimate the total amount involved. In response to our pro-
posals, IRS informed us that certain measures would be taken to estab-
lish internal controls and procedures for determining the extent that
taxpayers are not reporting interest received on tax refunds and that
better use would be made of instructional publications to communicate
to taxpayers that interest received on tax refunds is income.

In two other reports issued to the Congress we proposed certain legisla-
tive changes in the Internal Revenue Code. In one report, concerning
net operating loss (NOL) deductions, we suggested that to provide more
equitable treatment to taxpayers claiming refunds and, at the same time
save the Government millions of dollars in interest payments annually,
the Congress might wish to consider amending the Internal Revenue
Code of 1954to provide that taxpayers claiming NOL carryback refunds
be placed on a similar interest-payment basis as taxpayers claiming
ordinary refunds. In the other report we suggested that the Code be
amended to eliminate the tax exemption privileges on beer and tobacco
products given free to employees and visitors. These two reports are com-
mented on in more detail in Chapter Two, Assistance to the Congress.
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On the basis of our review of pertinent provisions of the Tariff Act
of 1930relating to the utilization and disposition of certain excess wool,
we reported to the Congress in June 1967 that the Bureau of Customs
should be able to increase revenues to the Government through more
consistent application of duties on wool material designated as waste.
As aresult of our review, we were informed that Customs is now requiring
that a determination be made that wool material designated by manu-
facturers as waste is not usable in the manufacture of certain specified
articles before permitting its use or sale without the assessment of duties.

ATOMIC ENERGY COMMISSION

Our work in the Atomic Energy Commission (AEC) was performed
at AEC Headquarters, 10 AEC field offices, 17 AEC contractor-operated
facilities, and 19 suppliers’ plants. It included reviews of fixed-price
research contracts with educational institutions, control and use of stores
items, selected contractors’ wage payment practices, procurement of
security covers for nuclear weapons, and the AEC internal audit func-
tions. Our work also included reviews undertaken at the request of the
Joint Committee on Atomic Energy with respect to (1) AEC’s proposed
criteria for uranium enrichment services, (2) selected aspects of the
administration of General Plant Projects funds, (3) accountability con-
trols over special nuclear materials, and (4) delaysin construction of the
Lacrosse Boiling Water Reactor.

We submitted two reports to the Congress, four reports to the Joint
Committee on Atomic Energy, three reports to Members of the Congress,
and 13 reports to agency Headquarters officials and managers of AEC
field offices.

We pointed out, in one report to the Congress, that savings of about
$309,000 might have been achieved during the period extending from
fiscal year 1963 through the latter part of fiscal year 1965 if contractors
which operate facilities for AEC had procured selected operating sup-
plies and equipment through the General Services Administration rather
than directly from commercial suppliers. We proposed that AEC re-
emphasize to its operations office officials the importance of making
thorough reviews of operating contractors’ practices and procedures relat-
ing to the use of GSA as a procurement source. We proposed also that
AEC instruct the operations offices to require the contractors to include
in their records written documentation in support of decisions to pur-
chase from sourcesother than those of GSA, common-use items for which
there is a continuing need. AEC has taken action to implement our
proposals.
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In another report to the Congress we pointed out the savings achiev-
able through reduced procurement of specially designed security covers
for nuclear weapons. We expressed our opinion that a substantial por-
tion of the approximately $650,000 spent for security covers between
January 1961 and March 1965 for four weapons systems included in our
review could have been avoided if there had been adequate consideration
of the need for such covers. AS a result of our review, the remaining pro-
duction of security covers for two of the weapons systems included in
our examination was canceled and procedures were established to evalu-
ate the requirements of the military services in determining the need for
future procurements of covers.

In a report to the Joint Committee on Atomic Energy on AEC’s pro-
posed criteria and contracts for uranium enrichment services, we pre-
sented for the consideration of the committee our observations on (1)
AEC policy applicable to certain fixed costs relating to excess plant
capacity, (2) the potential for accommodating future changes in AEC
policy by contract amendments, (3)the financial consequencesto AEC
in the event of cancellation of contractsby customers, and (4Xhe limita-
tions on AEC for entering into contract commitments in excess of its
present productive capability. These matters were discussed at hearings
held by the Joint Committee and later were the subject of correspondence
between the Joint Committee and AEC. As a consequence, AEC made a
number of changes designed to strengthen and improve the program.

One of these changes related to the inclusion of additional costs of
depreciation and interest on investment amounting to an estimated $42
million in establishing charges for enrichment services. AEC also revised
its proposed contract for toll enriching services (1) to permit AEC to
initiate negotiations for amendments or revisions to restrictive provisions
in the contracts and (2) to increase from 3 to 314 years the contract
termination notice period to provide better assurance that there would
be no costs accrued to the Government for any electrical power cancella-
tion caused by customer contract terminations. Finally, AEC agreed to
establish mechanisms for recording and for reporting annually to the
Joint Committee as to its commitments and available capability to meet
such commitments.

Our report to the Joint Committee on Atomic Energy on our survey
of selected aspects of the administration of General Plant Projects funds
by AEC contained a number of observationsfor the consideration of the
committee relating to situations in which AEC’s control over such funds
might be improved. These situations concerned the use of General Plant
Projects funds in accordance with planned expansion programs, the effec-
tive and economical nature of certain practices employed in the construc-
tion of projects to obtain compliance with funding and/or statutory re-
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.quirements, and AEC’s interpretations of the statute relating to the limi-
tation on building costs. AS a result of our review, AEC strengthened its
procedural requirements and proposed an amendment to the standard
language heretofore used to establish limitations on the use of General
Plant Projects funds. The statutory change was included in AEC author-
izing legislation for fiscal year 1968.

DISTRICT OF COLUMBIA GOVERNMENT

At the District of Columbia Government we reviewed the operation
and maintenance of school buildings, selected matters related to high-
way construction, and the internal audit function. We also made an in-
vestigation of the operations and expenditures of the United Planning
Organization. Qur work was summarized in three reports to the Con-
gress, three reports to congressional committees or Members of Congress
on matters o interest to them, and one report to District officials.

Federal-aid highway right-of-way costs totaling about $1.4 million
were withheld from the District of Columbia Government by the Bureau
of Public Roads, Department of Transportation, during the period from
1962 through 1966 because the District did not observe prescribed Bu-
reau requirements in the acquisition of certain highway rights-of-way
and in contracting for clearing highway rights-of-way. We expressed our
belief that the withholding of Federal reimbursements and the delay in
recovering the withheld amounts were attributable mainly to uncoordi-
nated relationships between the three District organizational units re-
sponsible for highway rights-of-way acquisitions and to inadequate
follow-up control procedures. In commenting on our findings, the Presi-
dent, Board of Commissioners, said that he recognized the need for the
District to develop improved procedures in certain departments and
offices and specified corrective actions which had been or would be taken.
Ourreport tothe Congresson this matter was in process at June 30, 1967.

On the basis of our review of the internal audit function in the District
.of Columbia Government, we concluded that the effectiveness of man-
agement control would be increased by removing the Internal Audit
Office from the Department of General Administration and establishing
it as a separate staff organization directly responsible to the Board of
Commissioners. The President, Board of Commissioners, informed us
that the Board accepted our proposal but would delay implementing the
realignment pending action by the Congress on a proposed presidential
reorganization of the District Government.
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In January 1967 we reported to the Congress that in school year
196465 not all nonresident students attending the District public schools
and subject to the payment of tuition under the Nonresident Tuition Act
were identified and that, as a result, the Board of Education may have
failed to consider tuition requirements for as many as 400 students during
the school year. The Board of Education has agreed to consider requiring
additional reviews to identify nonresident students.

The Board of Education also granted exemptions from the payment
of tuition for some nonresident students on the basis that their parents
were unwilling to provide care, custody, and support of the student rather
than on the statutory basis that they were unable to do so. The Super-
intendent of Schools stated that in most cases the students had been
abandoned by their parents and that this was the basis for granting
exemptions. We expressed our view that the act does not provide for
granting exemptions in these circumstances. Because the granting of
,.exemptionsin such circumstances may be desirable, however, we sug-
gested that the Congress might wish to express its views on the manner
in which the act was being implemented.

In June 1967 we reported to the Congress that the need for adopting
.guidelines for use in determining custodial and engineering staffing
requirements in the District of Columbia public schools was indicated
by apparent overstaffing in these categories, the cost of which could
amount to as much as $1.2 million annually. In response to our proposal,
the President, Board of Commissioners, stated that the Board of Educa-
tion would make a study of its custodial and engineering needs and
establish standards of performance consistent with standards in cities of
comparable size and in conformity with special requirements of the
District.

GENERAL SERVICES ADMINISTRATION

At the General Services Administration (GSA) our work included
reviews of the procurement, management, and distribution of supplies
and nonpersonal services; the management and utilization of automobiles
in the interagency motor pool system; the management of the Govern-
ment’s communications system within and between the Federal civilian
departments and agencies; the administration of construction contracts
and the extent and quality of supervision rendered over construction
work while in progress; and the financial management system, including
accounting, reporting, internal auditing, and budgeting.

We submitted nine reports to the Congress, five reports to committees
or individual Members of the Congress, and 15 reports to GSA and other
agency officials.
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As aresult of a report to the Congressin August 1966 on mileage rates
paid to employeeswho use their cars on Government business, the Bureau
of the Budget revised the Standardized Government Travel Regulations
to provide policy guidelines for determining (1) whether it is feasible
and advantageous to the Government for employees to use their own
cars for official travel and (2) the reimbursement to which employees
are entitled for using their own cars when such use is not most advan-
tageous to the Government. We had said in our report that if the mileage
and reimbursement patterns we observed at selected field offices of three
agencies were typical nationwide, the annual costs to these agencies for
reimbursing high mileage drivers for using their cars on official business
exceeded the Government’s costs of operating interagency motor pool
cars by about $1.6 million.

In an October 1966 report we said that we estimated that the Govern-
ment could save about $600,000 annually if responsible GSA officials
took action to more effectively control credit card purchases of gasoline
from commercial service stations. As a result of our proposals that GSA
establish procedures and controls which would require the drivers of
Government cars to obtain their gasoline and oil at Government outlets
to the fullest extent practicable, GSA issued guidelines to Federal agen-
cies for obtaining motor vehicle fuel and oil at Government outlets.

In another report, submitted to the Congress in February 1967, we
pointed out that the Government could have saved up to $1.2 million
during fiscal year 1965 for repair and maintenance services of office
machines through the greater use of reliable local repair firms instead of
using GSA’s national contracts with machine manufacturers. GSA
agreed that the use of regional contracts with local firms should be
expanded and that it would phase out national contracts with machine
manufacturers. GSA also revised its Government-wide regulations to
provide guidelines on the advantages and disadvantages of per-call and
annual maintenance contract methods for servicingoffice machines.

One of our reports issued to the Congress in May 1967 concerned the
transfer of about $65 million worth of handtool and paint stocks from
the Department of Defense (DOD) to GSA. Our review of the handtool
and paint inventories at the DOD supply depots, after management
responsibility had been assumed by GSA, disclosed that significant quan-
titiesof GSA-ownedstockson hand at the supply depots were not recorded
on GSA inventory records and consequently were “lost” to the supply
system. After we brought this situation to the attention of DOD and
GSA officials, complete physical inventories were taken and about
$4 million worth of stocks were found, which had not been recorded.
During the period when the stocks were “lost,” GSA purchased about
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$1.1 million worth of identical stocks. We expressed our belief that the
transfer difficulties would have been largely avoided if DOD inventory
records had been accurate when the stocks were transferred, effective
controls had been maintained over GSA-owned stocks in DOD depots
after the transfers, and GSA and DOD had cooperated more closely in
solving their mutual problems. DOD and GSA officials generally agreed
with our proposals that steps be taken to eliminate these difficulties in
future stock transfers.

Our review of the Central Office’s direction of the internal audit
activity disclosed that the internal auditors worked independently of the
operating services, that audit findings were discussed with cognizant
operating personnel and submitted to high-level officials to ensure author-
itative consideration, and that audit recommendations were followed
up to appraise the corrective action. We expressed our belief that all these
points are necessary for an adequate internal audit activity.

Inareportto GSAin March 1967, we pointed out areas of the internal
audit program which we believed could be improved. We proposed that,
in their reports, auditors (1) include appraisals of the adequacy or
inadequacy of internal controls and the compliance of operating per-
sonnel with prescribed policies and procedures and (2) state the basic
causes of deficiencies noted, including possible weaknesses or failures in
internal controls, and recommend corrective actions to cure the causes
of the deficiencies as well as the specific deficiencies. We proposed also
that the Director of the Audit Division assign to specific members of his
staff responsibility for (1) reviewing and analyzing all changes in GSA
policy, organization, operating, and accounting handbooks on a current
basis to evaluate their possible effects on existing internal controls and
audit instructions, (2) revising audit guides whenever audit instructions
are rendered obsolete by organization and procedural changes in GSA
operations, and (3) providing audit guides in those areas where they
have not been provided. GSA agreed to take appropriate action on our
proposals.

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Our work in the National Aeronautics and Space Administration
(NASA) was concerned principally with the adequacy of management
controls over space research and development programs, contracting
and procurement, and administrative activities. Emphasis during the
year continued to be given to aspects of the Apollo program, as this pro-
gram, which has as its objective a manned lunar landing in this decade,
involvesthe largest part of NASA’s appropriations.
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We issued two reports to the Congress, four reports to committees or
individual Members of the Congress, and six reports to agency officials.
In general, these reports pointed out areas of the agency’s operations
which we believed required correction and improvement and we sug-
gested the means of effectingthe needed action.

In an October 1966 report to the Congress concerned with the sched-
uling for design, integration, and test of the Nimbus spacecraft, we ex-
pressed the belief that, had NASA given timely recognition to the effects
of expected delays in delivery of subsystem hardware on the spacecraft
integration effort at the time these delays became known, substantial
costs might have been avoided. Although NASA did not agree with our
findings in this instance, we noted that NASA has issued a new agency-
wide policy directive for the planning, approval, and conduct of future
major research and development projects, which will, if adequately im-
plemented, improve the management of these projects.

In another report to the Congress, issued in June 1967, we stated
that our review of the relative costs of using civil service personnel or
contractor-furnished personnel to perform engineering and related tech-
nical support services at NASA’s Goddard and Marshall Space Flight
Centers showed that estimated annual savings of as much as $5.3 million
could be achieved with respect to the contracts we reviewed if these
serviceswere to be performed by civil service employees. Although NASA,
in essence, agreed that relative costs should be given more consideration
in decisions regarding contracting for support services, it was our view
that the action to fully correct the situation discussed in this report would
require a significant change in NASA’s policy relating to the use of
support service contracts.

Because of the potential effectthat a significant change may have on
NASA’s civil service personnel requirements, we suggested that the Con-
gress might wish to consider the policy aspects of this matter in further
detail with agency officials.We suggested also that the Congress might
wish to explore with NASA the impact that cost considerations should
have in determining whether to use contractor or civil service personnel
in cases where either contractor or civil service personnel could equally
carry out the operation.

In July 1967, we reported to the Administrator, NASA, on our review
of the activities of the Audit Division, Office of Organization and Man-
agement, which is responsible for internal audit at NASA. Our review
disclosed, among other things, the need for increased audit coverage of
payrolls and the need for a resident audit staff at Langley Research Cen-
ter. NASA indicated concurrence in our findings and agreed to initiate
corrective action.
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NATIONAL SCIENCE FOUNDATION

Our work in the National Science Foundation (NSF) was performed
at NSF headquarters, at two NSF contractor-operated national research
centers, and at several other contractor or grantee sites. Our work in-
cluded reviews of selected aspects of operations conducted at the national
research centers, administration of Project Mohole (a project to pene-
trate the mantle of the earth), and grants and contracts for research
in oceanography. We also reviewed the policies and procedures govern-
ing allowances paid under fellowship and training grant programs ad-
ministered by NSF and other civilian agencies.

At the close of the fiscal year reports were being prepared for sub-
mission to the Congress on our work at the national research centers and
on our review of the administration of Project Mohole.

OFFICE OF ECONOMIC OPPORTUNITY

Most of our audit effort at the Office of Economic Opportunity
(OEO) was devoted to work initiated in response to requests from
committee chairmen and Members of the Congress on matters of interest
to them. Our programmed work included field reviews of five job
corps centers, four community action programs, two legal services pro-
gram, one head start program, one migrant program, and 13 upward
bound programs. We also made surveys of various activities at OEO
headquarters in Washington, D.C. At the close of the year, reports were
in process on seven of these reviews.

We issued seven reports to Members of the Congress and committee
chairmen. One of these reports covered an investigation of alleged
participation in political and union activities by employees of certain
grantee organizations conducting programs for migrant workers in Flor-
idawith grant funds provided by OEO.

In our report to the requesting Congressman in May 1967, we stated
that it appeared from our review that certain employeesof these grantees
engaged in political and union activities and that Federal funds were
used to reimburse some of those employees for certain travel expenses
incurred while carrying out such activities. OEO took the position that
such use of grant funds was not permitted under the terms of the grant.
Consequently, we expressed our belief that OEO should take action to
identify, and obtain refunds from grantees for, any expenditures made
under their respective grants for what, in our opinion, were union
organizing activities. We said also that any further transportation of
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individuals to the polls on election day by a grantee would be in violation
.of the agency’s Community Action Memo No. 50-A issued in December
1966 in implementation of the provisions of section 603 of the Economic
Opportunity Act, as amended by Public Law 89-794, approved Novem-
ber 8,1966.

SELECTIVE SERVICE SYSTEM

As a result of our site audit work at the Selective Service System
(SSS) ,we issued nine reports to agency officials. Reports on our reviews
-of selected phases of the SSS records management program, proposed
consolidation of the clerical operations of selected local draft boards, and
greater use by local draft boards of the closer Armed Forces Examining
and Entrance stations were in processat June 30,1967.

In a report to the Director of Selective Service in February 1967,
we estimated that, during fiscal year 1966, savings of more than $50,000
in clerical time could have been realized at 12 State offices visited if
window envelopes had been used for mailing form letters to registrants.
“The savings from using window envelopes nationwide could have been
asmuch as $154,000. The Director of Selective Service agreed to present
the matter to the State Directors of Selective Service for their
consideration.

VETERANS ADMINISTRATION

At the Veterans Administration (VA) we reviewed selected phases
of the medical, compensation and pension, loan guaranty, insurance,
construction of facilities, and supply management programs. The results
-of our work were summarized in four reports to the Congress, one report
to the chairman of a congressional committee, and 20 reports to agency
.officials.

In an August 1966 report to the Congress, we pointed out that the
VA could realize substantial savings in operating costs if it were to
convert the boiler plants at certain of its field stations to enable the use
-of more economical fuels. We estimated that annual savings of about
$133,000 could be realized at the four field stations we reviewed, and
a much greater amount nationwide, if the boiler plants were converted to
the use of more economical fuels. The costs of converting the plants
would be recovered from savings in fuel and other operating costs. In
response to our proposals, the VA agreed to show self-liquidating im-
provement projects, such as the conversion of heating plants to the use
-of more economical fuels, as a separate category in their budget pres-
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entation SO that such projects can be evaluated by the Bureau of the
Budget and the Congress in the light of their costs and benefits. The
VA informed us also that several operational fuel studies to determine
the economic feasibility of converting boiler plants to more economical
fuelswere scheduled for later in the year.

Two reports to the Congress during the year related to defaults of
guaranteed housing loans. In one of these reports, we expressed our belief
that about $112,000 could have been realized in fiscal year 1965 at six
VA regional offices, and a substantially greater savings nationwide, if
available refundson unexpired insurance policies had been obtained and
regulations had been revised to enable cancellation of hazard insurance
policies in certain States granting mortgagors redemption rights. In the
other report, we expressed our belief that court costs, legal fees, and prop-
erty management expenses incurred in connection with guaranteed loan
defaults in Illinois could be reduced by about $300,000 a year if the
VA were to revise its procedures, whereby the VA would (1) acquire
defaulted guaranteed housing loans and related mortgages immediately
prior to initiating foreclosuresuits and (2) refer them to the Department
of Justice for foreclosure action in United States District Courts and for
petitioning the courts to appoint VA as the mortgagee-in-possession of
the mortgaged property during the redemption period. We recommended
appropriate correction action to be taken.

At June 30, 1967, reports were being processed on our reviews of the
accuracy of income reported by pensioners receiving VA pensions subject
to income limitations and of the VA’s administrative controls over fiduci-
aries administering VA funds for the benefit of minors and incompetents
eligible for VA benefits.

OTHER AUDIT ASSIGNMENTS
Legislaiive Branch

In April 1967 we reported to the Congress on the results of our
examination of the cost of constructing the Rayburn House Office Build-
ing and directly related facilities. Our examination did not disclose any
questionable aspects of the solicitation of bids or the award of contracts.
We reported that all construction, exclusive of contract changes, and
substantially all procurement of furniture and furnishings were contracted
by publicly advertised competitive bidding and represented the bulk of
the costs of the building. The significantfindings of our examination dealt
with certain elements of contract changes, architect-engineer fees, and
conformance with plans and specifications.
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We also completed and reported to the Congress on an annual audit
of the financial statements of the Government Printing Office. During the
year we were informed that, pursuant to our recommendations, the
Public Printer had established an internal audit program.

In addition, we made examinations at the site of operations of the
following activities:

The Senate:
Senate recording studio revolving fund
Senate employees barber shop
Senate office beauty shop
The House of Representatives:
House finance office
House recording studio revolving fund
House stationery revolving fund
The Sergeantat Arms
Architect of the Capitol:
Payroll activities
Settlement of accounts of accountable officers
U.S. Senate Restaurants
House of Representatives Restaurants
Capitol guide force
Joint Committee on Atomic Energy

At the joint request of the Clerk of the House for the 89th Congress
and the Clerk of the House for the 90th Congress, we verified the account-
ability which was transferred to the incoming clerk as of January 10,
1967. Also, at the request of the retiring Secretary of the Senate, we made
a verification of his accountability at September 30, 1966.

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

Under an agreement entered into between the Clerk of the House of
Representatives and the General Accounting Office, the original fiscal
documents of the House finance office will be retained for audit at the
site effective July 1, 1967.

Judicial Branch

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

U.S. Court of Appeals

District courts of the United States
U.S. Court of Claims
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U.S. Court of Customs and Patent Appeals
U.S. Customs Courts

Territorial courts
Administrative Office of the U.S. Courts

The vouchers covering expenditures made from appropriated funds of
the Supreme Court of the United States were submitted to the General

Accounting Office for examination.
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CHAPTER FIVE

Audit of
Defense Operations and Programs

Nafure of Audit Work Performed

Our audit effortsin the Department of Defense continued to be directed
toward aiding in the improvement of management and operating con-
trols and financial administration of the complex operations of the De-
partment. Our audit efforts were directed generally to those programs
having major significance. Where appropriate, we made concurrent and
coordinated reviews of those departmental activities that are a part of, or
are related to, broader activities and involve more than one military
department or the Defense Establishment as a whole.

Our regular audits and reviews completed during the year or in prog-
ress at the close of the year related to programs and operations in such
functional areas as (1) management control systems, (2) supply manage-
ment, (3) procurement (including negotiation of contract prices and ad-
ministration of contract terms and conditions) , (4)manpower (including
administration of military and civilian pay and allowances), (5) support
services, (6) research and development, and (7) facilities and
construction.

In addition to these reviews, we made a number o special audits, in-
vestigations, and surveys at the request of various committeesof the Con-
gress and individual Members of the Congress. This special work related
principally to (1) administration of major programs such as procurement
of the F-111 aircraft, (2) contracting policies and practices in negotia-
tion of profits and fees, acceptance of certain overhead costs as chargesto
Government contracts, use of contractor-furnished personnel in Govern-
ment functions, and control of Government-owned property in the posses-
sion of contractors, (3) methods of financing various agency programs,
(4)management of laboratory equipment and technical manuals, (5)
allegations of waste, extravagance, or other improper practices by the
military departments in various areas of their operations, and (6) pro-
curement practices and administration of specific contracts.

Approach io Audif

Because our manpower resources are limited in relation to the magni-
tude and complexity of the operations of the Department of Defense, it
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is essential that our audit efforts be directed to selected areas where our
findingsand recommendations can be of most assistance in bringing about
needed improvementsin management and control and be most responsive
to congressional interest in the operations. Therefore, we subject our
audit and system review procedures and practices to continuous reevalu-
ation in the light of our experience and expressed interest of the Con-
gress and make such revisions as are deemed necessary or desirable. We
have made the following recent changes in keeping with this concept.

Reorganization of staff.—Our responsibilities for audit of Defense
operations and programs are carried out by our Defense Division. In the
report for the preceding year, we discussed an internal reorganization of
the Defense Division which had been approved by the Comptroller
General and made effective June 8, 1966. The organizational structure
is now dong functional rather than departmental lines. Pursuant to the
approved plan, a staff was established for each of seven functions: (1)
management control systems, (2) supply management, (3) procurement,
(4)manpower, (5 )supportservices, (6) research and development, and
(7) facilities and construction.

An important result of our reorganization has been a closer liaison
with congressional committees and their staffs and with officials of the
Department of Defense, both prior to undertaking new work assignments
and during the course of our reviews.

Greater emphasis on basic management systems.—The Budget and
Accounting Procedures Act of 1950 charged the heads of executive agen-
cies with responsibility for establishing and maintaining systems of
accounting and internal control which conform to the principles, stand-
ards and related requirements prescribed by the Comptroller General.
The executive agencies had made slow progress in developing such
systems and submitting them to the Comptroller General for approval.
The Department of Defense, for example, had only one complete
accounting system at June 30, 1967, that had been approved —a system
covering the civil functions of the Army Corps of Engineers.

We are encouraged, however, by the definite general increase in
activity in this area during the past year by the executive agencies includ-
ing the Department of Defense. The Department of Defense has devel-
oped and recently (June and July 1967) submitted to us for evaluation
and approval, seven accounting systems for certain of its operations. We
are reviewing these systems. The systems cover military construction of
the three military departments, industrial activitiesof the Defense Supply
Agency, ordnance plants of the Navy, printing and duplication service
of the Air Force, and an arsenal of the Army. We have also received i
recent months, but have not yet approved, 13 statements of principles
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and standards proposed to be applied by the Department of Defense in
the development of accounting systems for other areas of its operations.

The House Committee on Government Operations had recommended
that the General Accounting Office intensify the review of agency
accounting systems and assist and encourage the agencies, through per-
sonal efforts of our staff, to expedite the development of their accounting
systems to the degree necessary to obtain approval. In consonance With
this recommendation, we are placing an increasing emphasis on the
adequacy of basic management systems as they relate to those areas of
Department of Defense operations we select for review.

In addition, we have broadened our efforts in carrying out our
cooperative responsibilitiesby developing a continuing day-to-day work-
ing relationship with officials and staff of the Department of Defense; by
being currently well informed on what improvement efforts are being
made; by identifying specific areas in which we believe improvements
are needed; and by working closely enough with agency officials and
staffs to enable us to reach a common understanding of the concepts of
the systems to be developed. We have also made ourselves available to
provide such technical assistance and guidance as may be needed in the
design and development of agency accounting systems and in resolution
of problems.

Our primary efforts in this area were directed toward assisting the
Department of Defense in its development of Project Prime. This project
is designed to improve accounting systems for operations and has been
given the most emphasis by the Department of Defense. The systemsare
intended to provide a more effective accounting for the costs incurred
in the attainment of objectives programed and budgeted under the
appropriations for operations and maintenance and for military person-
nel. Testing of the systemsat selected military installationswas continuing
atJune 30,1967.

We also made a review dof the internal audit systemsof the Department
of Defense. The review was directed toward an evaluation of the objec-
tives and scope of the work performed by the internal audit agencies and
the allocation of their audit efforts to the various operations and programs
of the Department of Defense. A preliminary report on our findings has
been submitted to the Secretary of Defense for comment. The comments
of the Department of Defense, received in August 1967, are being
evaluated prior to the issuance of our report in final form.

Audif Reporis Issued

We submitted 108 congressional reports on our audits and investiga-
tions, 40 of which were submitted to the Congress and 68 to committees

85



DEFENSE OPERATIONS

or Members of the Congress on special investigations made at their
request. I'n addition, we transmitted 282 reports to officialscf the Depart-
ment of Defense. OF these 282 reports, 80 were directed to the secretarial
level and dealt principally with contract matters and other phases of
procurement; 202 were directed to lower level officials and dealt prin-
cipally with matters relating to local policies, procedures, and practices
disclosed in our site examinations of civilian payrolls and related records.

A list of the audit reports issued is presented on pages 195 to 206 in
Appendix C-2 of tisreport. Digests of the reports issued to the Congress
are presented on pages 250 to 262 in Appendix C-3.

Significant Findings and Recommendations

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

The replies of the Department of Defense officials to our reports in
which administrative actions on the part of Defense officials are recom-
mended have been generally responsive, indicating, in a large percentage
of the cases, agreement with our findings and an intention to institute
corrective measures. During the fiscal year 1967, such actions on our
findings and recommendations resulted in collections and other measur-
able benefits of $70,741,000 (see pages 301 through 307 of Appendix
G to this report).

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

The principal weaknesses or deficiencies in management controls,
reported duringthe year to the Congressor, where appropriate, to Depart-
ment of Defense officials, involved management of supplies, management
of procurement programs, administration of military and civilian pay
and allowances, administration of transportation matters, and adminis-
tration of certain other programs.

Supply management.—Our findings in the area of supply manage-
ment included instances of (1) stocks procured, or requisitioned from
supply systems, on the basis of projections of future requirements which
were inconsistent with the experienced rates of usage, (2) unreported
excess stocks at certain locations which could have been transferred to
meet requirements at other locations, (3) unwillingness of the military
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departments to accept interservice transfers of excess stocks which could
have served as acceptable substitutes for the items they required, and (4)
unnecessary repair of combat vehicles because of inadequate inspections
to determine scope of work required.

We found, also, an opportunity for improvement in the management
of certain nonperishable food items used by the military services for feed-
ing of troops and for sale to commissary stores. In a report submitted to
the Congressin November 1966, we stated that about $2 million could
have been saved in the year under review (1) had maximum use been
made of foods packaged in large-size, more economical containers and
(2) had foods sold to commissary stores been priced at actual cost. The
Department o Defense agreed with our proposal that a program be
established for the periodic review of food items used by the military
departmentsto identifyand correctuneconomical practices.

In another case, reported to the Department of Defense in September
1966, we found that an economical alternative use could have been
made of certain excess stock of cotton duck cloth and webbing. As of
March 1966, the Defense Personnel Support Center had on hand about
$15.7 million worth of such stock which was excess to the needs of the
Department of Defense. Substantial portions of the stock could have
been used by the Army as Government-furnished material under various
contracts for production of covers for vehicles. This would have resulted
in savings of about $4.6 million. However, the Army had refused to use
any of the stock as Government-furnished material under a given con-
tract unless the Support Center could supply full quantities, and in the
widths desired, of all the duck cloth or webbing required under the con-
tract. Following our discussion of this matter with Army officials they
agreed to furnish periodically to the Support Center forecasts of their
requirements for duck cloth and webbing and to use the excess stocks
whenever possible.

Management of procurement programs.— That portion of our work
in the area of procurement which relates to defense contracts is discussed
in Chapter Seven, Audit of Contracts, beginning on page 103. The
following discussion relates to other aspects of management of procure-
ment programs.

We found that significant savings could be realized by purchasing,
rather than leasing, certain commercial two-way radio equipment used
by the military services. Annual rental cost d the equipment was about
$9.5 million. In a report submitted to the Congress in January 1967, we
pointed out that about $12 million could be saved over the 5-year mini-
mum useful life of the equipment if it were purchased rather than leased.
We proposed, and the Department of Defense agreed, (1) that the
military services be required to justify their decisions to lease or pur-
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chase on the basis of criteria provided in the Armed Services Procure-
ment Regulation, (2) that, since two-way radio equipment is common
to all services, a single procurement office be designated to consolidate
requirements, and (3) that, when funds are not available to purchase
all of the equipment needed to fill requirements, the equipment be pur-
chased on an incremental basis.

In a review conducted in cooperation with the Joint Committee on
Printing, Congress of the United States, we found that substantial sav-
ings could be realized in the cost of printing technical manuals furnished
by equipment contractorsif the printing were procured from commercial
printing sources under contracts awarded by the Government Printing
Office. In a report submitted to the Congress in November 1966, we
pointed out that the military departments spent between $25 million and
$30 million in fiscal year 1964 for printing technical manuals procured
through equipment contractors and that about $8 million of the expendi-
tures could have been saved. The Department of Defense concurred
with our recommendation that, to the extent consistent with cost economy
and operational effectiveness, printing of technical. manuals be procured
through the Government Printing Office.

We found, also, that savings could be realized in the procurement of
spare parts for aircraft by the Navy. The stated policy of the Department
of Defense isto purchase parts competitivelyor directly from parts manu-
facturers whenever feasible. However, the Navy was purchasing spare
parts, for the initial support of certain aircraft weapon systems, from the
airframe manufacturer although most of the parts were manufactured
by other sourcesand could have been obtained from them at lower prices.
We stated in our report submitted to the Congress in February 1967
that, had the parts been purchased from other sources, about $2.3 million
could have been saved on the RA-5C and A-6A aircraft and about
$1.5 million could still be saved on the A-7A aircraft. We were informed
that sufficient time was not available to permit purchase from the other
sources. We believed, however, that the problem could be overcome by
adequate planning and made certain proposals, with which the Navy
agreed, to improve planning.

Administration of military and civilian pay and allowances.—The
number, variety, and complexity of entitlements provided by legislation
covering military pay and allowances create difficult administrative prob-
lem. Although the military departments have taken prompt action with
respect to erroneous or illegal payments identified in our reviewsand have
accepted our suggestions for corrective measures to preclude recurrence,
overpaymentsin significantamounts continue to be made.

In our opinion, the administration of military pay and allowances will
not be improved significantly until the present complex laws are simpli-
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fied. Public Law 89-132, approved August 21, 1965, provides, among
other things, that the President shall direct a complete review of the
principles and concepts of the compensation system for members of the
uniformed services and that upon completion of such review he shall sub-
mit a report to the Congress together with any recommendations pro-
posing changes in the statutory salary system and any other elements of
the compensationstructure.

A Defense Compensation Study Group was created and directed
to make the review required under the law. The study group had not
completed its work at June 30, 1967. We are hopeful that the report of
the study group, and ultimately the report of the President to the Con-
gress, Will include recommendations directed toward simplification of the
salary system and of other elements of the compensation structure.

We reviewed the circumstances under which retired Reserve officers
of the Army and the Air Force were receiving active duty retirement pay
based on a grade higher than the highest grade attained on active duty.
This benefit was not available to Reserve officers of the Navy and the
Marine Corps or to Regular officers of any of the four military services.

The situation developed as a result of the language of the Army and
Air Force Vitalization and Retirement Equalization Act of 1948 (62
Stat. 1081) and certain policiesof the Army and Air Force. Although the
act does not specifically require active duty service in the retired grade,
the legislative history, although inconclusive, indicates that the Congress
did expectthe Army and Air Force officers to have served in the grade on
which active duty retired pay isto be based.

The Department of Defense agreed that the retirement grade and pay
under active duty retirement laws should be directly linked with active
duty service. To bring this about, the Department had proposed legisla-
tion to the Congress—most recently in June 1966 —but the Congresshad
taken no action. In our report on this matter, submitted to the Congress
in August 1966, we suggested that in view of the significance of this
matter the Congress may wish to consider it in a separate legislative
proposal.

In our selective examinations of civilian payrolls and related records,
we continued to find and report to installation officials many instances
of misinterpretation and misapplication of laws and regulations which
gave rise to erroneous payments and erroneous credits and charges for
leave. These findings, which in most cases resulted from weaknesses in
local procedures and practices, were reported to agency officials at appro-
priate levels of management and the corrective actions we recommended
were either taken or promised.

Administration of transportation matters.—We submitted to the Con-
gress six reports on the policies and practices followed by the Department
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of Defense in arranging transportation for household goods shipments of
military personnel and for personnel and dependent children of personnel.
These reports present our findings of opportunities to reduce transporta-
tion costs and our recommendations for achieving the cost reductions.
The Department of Defense agreed with our findings and accepted our
recommendations.

Three of the reports dealt with the higher costs incurred, under certain
circumstances, when the services of household goods forwarders, rather
than Department of Defense transportation officers, are used for handling
overseas shipments. We found that costs of such shipments could be
reduced if transportation officers, rather than household goods forward-
ers, arranged for (1) changes in destination of shipments (diversion)
which become necessary after bills of lading are issued (report submitted
in August 1966) and (2) volume shipments in connection with transfers
of military units from one base to another (report submitted in March
1967). We found, also, that costs could be reduced by strengthening
administrative controls to preclude payment for incidental services (ac-
cessorial charges), such as storage in transit and preparation of certain
types of household appliancesfor shipment, which were either not author-
ized or not performed (reportsubmitted in June 1967).

Our reports on transportation of passengers covered potential savings
available through (1) improvement in use of space available on adminis-
trative military aircraft (September 1966), (2) greater use of the Gov-
ernment’s interagency motor pool system (March 1967}, and (3) pur-
chasing children’s air transportation at regular commercial tariffs when
less costly than the fares published in the military tariffs (April 1967).

Administration of other programs.—In a report submitted to the Con-
gress in July 1966, we pointed out the potential for savings through
greater use of available Government gasoline outlets in lieu of credit-card
purchases from commercial service stations. The military departments
were spending about $5 million annually for credit-card purchases at a
cost of from 10 cents to 16 cents a gallon more than the cost of gasoline
obtainable from Government outlets. The Department of Defense agreed
with our findingsand our proposals for maximum feasible use of Govern-
ment gasoline outlets.

We reported to the Secretary of Defense our finding that about 70
million gallons of fuel oil was being retained on ships assigned to the
Atlantic and Pacific Reserve Fleets. The fuel oil was being retained for
use in the event of reactivation even though fuel oil was readily available
from nearby Navy or commercial sources. I n response to our report, the
Navy revised its policy to provide that fuel oil not required for ballast be
removed from shipsprior to or at the time the ships are inactivated.
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CHAPTER SIX

Audit of
International Operations and Programs

GENERAL

The accounting, auditing, and investigative functions of the General
Accounting Officerelating to United States Government programs and
activities of an international character conducted in foreign countries
and Hawaii are carried out through our International Division.

The Division consists of a Central Office in Washington, D.C.; a
European Branch with headquarters in Frankfurt, Germany, with a
suboffice in New Delhi, India; and a Far East Branch with headquarters
in Honolulu, Hawaii, with subofficesin Saigon, Vietnam, and Manila,
Republic of the Philippines.

In August 1966, we established a suboffice in Saigon to intensify our
audit efforts in covering the multitude of programs being conducted in
Vietnam. We established subofficesin Manila in March 1967, and New
Delhi, in May 1967, to strengthen our capability in making more current,
on-the-spot audits of the increasing activities of an international nature
in the Southeast and South Asian areas. This expansion will enable our
organization to maintain better surveillance of international programs
being conducted by United States Government agencies in those areas.

Foreign Lecations at Which Work Was Performed

During fiscal year 1967, we performed work at locations outside the
United States as summarized below, including that performed at United
States military installations abroad :

Areas Locations Countries
European Branch area........covvieiiiiiiiininnnnnss 104 15
Far East Branch area.. ...vovvviiiinrnrnrnrnennnnnns 102 9
Latin America and other foreign areas.. .......ovvuusn 20 9
TotalS. s evsnrnrnernnnnsnsrasnnsnsansnsnnsnns 226 33
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Defense international activities are discussed in this chapter. Ctrer
work pertaining to military activities is included in Chapter Five relating
to the Audit of Defense Operations and Programs.

Reporfs Issved

AS a result of our work in the international area, we submitted 16
reports to the Congress and 14 reports to committees or individual
Members of Congresson special investigations made at their request. We
also submitted 43 reports to agency officials relating to deficiencies in
financial and management procedures. These 73 reports are listed on
pages 206 to 210 of Appendix C-2 of this report. The reports submitted
to the Congress are described on pages 262 to 268 of Appendix C-3.

Recent Recommendafions fo fhe Congress

1 In a report issued to the Congress in August 1966, we stated that
title I of Public Law 480 provides that, in negotiationsof sales agreements
with foreign governments for the purchase of commodities, reasonable
precautions should be taken to safeguard usual marketings of the United
States. The purpose of this provision is to avoid having sales for foreign
currencies under title | displace normal commercial sales of United
States agricultural commodities for doltars. We estimated that, over a
period of approximately 9 years, commercial dollar purchases in 12
foreign countries totaled $715 million less than would have been made
by certain countries had they maintained the level of their commercial
dollar purchases which existed prior to the initiation of title | programs.
In view of the manner in which the statutory provision for safeguarding
usual marketings under Public Law 480 has been implemented and the
doubt which we believe exists as to whether the Department of Agri-
culture’s interpretation thereof is in accordance with legislative intent,
we suggested that the Congress might wish to express its views concerning
the criteria to be applied in carrying out the law.

2. We reported to the Congressin January 1967 that severance benefit
payments are authorized by the Foreign Service Act of 1946, as amended,
which provides that Foreign Service officers in certain classes who are
retired under selection-out provisions shall receive selection-out benefits.
We found that certain former Foreign Service officers who had been
selected-out were reemployed by the Federal Government or employed
by the municipal government of the District of Columbia and were con-
currently receiving severance benefit payments. Since section 634 of the
Foreign Service Act has made mandatory the payment of selection-out
benefits, we suggested that the Congress might wish to consider the need

92



INTERNATIONAL OPERATIONS

for amending section 634 to provide for the adjustment of payable
selection-out benefits at such time as a former Foreign Service officer
becomes reemployed by the Federal Government or District of Columbia
before expiration of selection-out benefit period.

Reviews Relating 0 United States Activities in Vietnam

The vast expenditures of Government funds in Vietnam have been of
continuing concern to the Congress. In consonance with the views of the
Congress, we intensified our surveys of the manner in which United
States Government agencies engaged in operations in Vietnam are
carrying out their internal audit and management functions.

We issued a total of nine reports relating to programs being conducted
in Vietnam, consisting of three reports to the Congress, and six reports
on information requested from committees or individual Members of
the Congress.

In August 1967 we issued a report to the Congress on our survey of the
management and operations of the United States commercial import
program for Vietnam. At the close of the fiscal year, we had several
surveys and reviews in process concerning United States activities being
performed in Vietnam.

Emphasis on Financial Management Reviews

We intensified the emphasisbeing placed on reviews of financial man-
agement aspects of operations of the departmentsand agencies engaged
in foreign affairs of the United States by more than doubling the man-
power expended on this subject during the fiscal year. Particular atten-
tion was addressed to the development by the departmentsand agencies
of basic statementsof financial management policy and accounting prin-
ciples and standards as a foundation for the development of integrated
accounting and financial management systems.

At the fiscal year end, tentative agreement had been reached with
representatives of the Department of State and the Agency for Interna-
tional Development on statements of their basic policies, principles, and
standards. Preliminary discussions were held at the United States
Information Agency and the Peace Corps regarding preparation of
similar statements for those agencies.

Our cooperative development work relating to accounting systems
subject to review by the International Division is discussed in Chapter
Three, Assistance on Improvements of Agency Management Practices.
Some particulars concerning such systems are described later in this
chapter.
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AGENCY FOR INTERNATIONAL DEVELOPMENT

The Agency for International Development administers the non-
military United States foreign assistance programs to foreign countries
and international organizations under the provisions of the Foreign
Assistance Act of 1961, as amended, and other related legislation.

During fiscal year 1967, we issued two reports to the Congress on a
survey and a review of internal audit and inspection programs in Viet-
nam. We issued four reports in response to requests from committeesand
a Member of Congress, three of which relate to United States operations
in Vietnam and the other on the import of petroleum products. We also
issued 11 reports to agency officials relating to management activities
of various economic assistance programs and reviews of the Agency’s
accounting and financial management systems.

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

Survey and Follow-up Review of Internal Audits in Viefnarn

In July 1966, we reported to the Congress the results & our survey of
the internal audit and management inspection functions of the United
States economic assistance and military activities being conducted in
Vietnam.

We found that the more significant problem areas in terms of mag-
nitude, vulnerability to operational and management deficiencies, and
consequent waste, in regard to economic assistance, are the commercial
import program and the rural construction (formerly counterinsurgency)
program, and for military activities, the management of equipment,
spare parts and supplies, and the broad military construction program.

We concluded that there was particular need for increased surveillance
of the operations involved in these programs.

From our follow-up review of internal audit and management inspec-
tion activities, we reported to the Congressin May 1967 that there had
been significant increases in both number and scope of such activities,
but that in view of the inherent possibilities for irregularities in admin-
istering United States programs in Vietnam, we believe that there will
be a continuing need to maintain and increase management surveillance,
through audits and inspections, over agency activities there.

Commercial Import Program for Viefnam

We made a survey of the administration of the commercial import
program, which has been a dominant element of United States economic
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assistance to Vietnam, and submitted a report to the Congress in
August 1967.

Tres program s particularly subject to abuse because of its nature
and the situation in Vietham. The Agency for International Develop-
ment has taken a number of basic steps to tighten management control
of the program, particularly through (1) studies of commodity needs
and capabilities, (2) better screening of import licenses, (3) stimulating
competition, and (4)United States Government procurement of certain
bulk commodities. There has been considerable alleviation also of the
congestion in the commercial sector of the Port of Siagon, with related
improvements in the time taken to discharge commercial cargoes. We
believe that the Agency’s success in achieving management controls will
depend both upon the extent to which such controls can be enforced and
upon the cooperation of the Government of Vietnam.

Accounting and Financial Management Systems

During the fiscal year, we issued four reports to Agency officials
relating to accounting and financial management systems. Our reports
to the Agency included reviews of such subjects as (1) selected payroll
and leave records processed by the Agency for International Develop-
ment in Washington, D.C.; (2) billing and collections of amounts due
from employees; and (3) a request for approval of the Agency’s Central-
ized Payroll Procedures Accounting Manual. In these reports we dis-
closed certain deficiencies in the Agency’s accounting and financial
management systems and we made recommendations and suggestions
forimprovements of procedures and practicesin these areas.

We approved in June 1967 the accounting system for the investment
guaranty program.

Also, throughout the fiscal year we engaged in frequent consultations
with representatives from the Agency for International Development
and a public accounting fmm to assist them in the preparation of a
revised loan accounting system for the Agency. The revision of this
system was recommended to the Agency in our report to the Congress in
March 1966.

DEFENSE INTERNATIONAL ACTIVITIES

Defense international activities generally are under the cognizance
of, and are administered by, the Department of Defense. They include
the military assistance program and other Defense overseas activities
involving cooperative efforts with foreign countries.
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Our reviews during the year were directed primarily to programs
being conducted in areas of interest to the Congress, including the
enormous military assistance activities and construction programs in
Vietnam. We also made country reviews and functional reviews of
significant military assistance programs being performed in several
countries. In addition, we reviewed certain aspects of the United
States participation in the North Atlantic Treaty Organization.

S aresult of our reviews of Defense international activities, we issued
SiX reports to the Congress, three to committees or individual Mem-
bers of Congress on special investigations made at their request, and
12 to Department officials. A total of 14 of our reports were classified
aseither confidential or secret.

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

Military Assistance Program

The majority of our reviews under the military assistance program
pertained to the areas of (1) procurement practices; (2) redistribution
of excess equipment and ammunition; (3) programming, delivery, and
utilization of supplies and equipment; and (4)management and con-
trol of United States activities under the military assistance programs
being conducted in a number of recipient foreign countries.

As a result of these reviews, estimated savings of more than $19 million
have been or will be effected by canceling outstanding orders for un-
needed suppliesand equipment, aswell asthe recovery and redistribution
of excess equipment and ammunition.

One of our reviews disclosed that the Department of the Army pro-
cured locomotives at a cost of about $1 million under the military
assistance program for a recipient country. These locomotives were
unable to meet the requirements for mainline use in the country, the
purpose for which furnished. AS a result, replacement locomotives cost-
ing over $2.3 millionhad to be procured.

We recommended that the Secretary of Defense require the military
departments to establish procedures providing for user activity review
and the approval of a purchase description for complex non-standard
equipment. The Department of the Army advised that it was exploring
potential outlets for the locomotives that were unsuitable for the needs
of the country.

Other Defense Infernaiional Activities

Our reviews of other Defense international activities included (1)
United States construction activitiesin Vietnam; (2) the implementation
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by the military audit agencies of their audit plans for Vietnam; and (3}
three classifiedreviewsof certain aspects of the United States participation
in the North Atlantic Treaty Organization.

United Siafes Construction Activities in Vietnam 7965-1966

At the time our survey was conducted, we found that about three-
fourths of the combined United States construction program in Vietnam
was being accomplished under a single contract awarded to the joint
venture known as RMK-BR].

Our survey indicated that neither representatives of the United States
nor the contractor were adequately equipped to handle the massive
expansion of the construction program in late 1965and first half of 1966.
As aresult, the cost of the program increased to a considerable extent,
although there was no way to reliably measure the extra cost sustained.

The Department of Defense and the contractor agreed with a number
of the opportunities for improvement, as set forth in our report.

INTERAGENCY PROGRAMS

Certain international programs conducted in foreign countries are
administered by, and interrelated between, several United States Govern-
ment departments and agencies. These programs are performed under
the provisions of various legistation, including the Foreign Assistance
Act of 1961, as amended, and the Agricultural Trade Development and
Assistance Act of 1954, as amended (commonly known as Public Law
480 or Food for Peace).

As a result of our reviews involving interagency programs, during the
fiscal year we issued five reports to the Congress, involving various aspects
o the management and operations of Food for Peace programs and the
expanded use of foreign currencies to transport personal effects abroad.
In response to requests from congressional committees and individual
Members of Congress, we issued four reports relating to Food for Peace
and United States-ownedforeign currency matters. In addition, we issued
five reports to agency officials pertaining to donations and sales of com-
modities and the utilization of foreign currencies.

Food for Peace

In one of our reviews we found that foreign currency sales of agricul-
tural commodities to certain foreign countries were displacing normal
commercial sales for dollars. This condition resulted because United
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States representatives did not take reasonable precautions in negotiating
sales agreements with foreign governments, in accordance with statutory
provisions. Decreases in sales for dollars are of added significance in view
o the currently unfavorable balance-of-payments position of the United
States.

We issued three reports to the Congress relating to United States food
donation programs administered by non-profit voluntary relief agencies
abroad. In these reports, we disclosed that (1) there had been only limited
auditing coverage of these programs because they are so large, so varied
and so dispersed; (2) a significant amount of potential savings could be
realized by making effiortsto obtain contributions from recipient countries
for shipping costs of donated commodities; and (3) the United States
has had little successin processing claims against voluntary relief agencies
arising from alleged loss or misuse of food donated for distribution abroad.

Management and Utilization of Unifed Sides-owned
Foreign Currencies

In a memorandum dated May 21, 1966, from the President of the
United States to Heads of Executive Departments and Agencies, the
President urged everyone who travels at Government expense to use
excess and near-excess foreign currencies wherever possible, for trans-
portation and for local expenses in the country concerned. The President
also stated that the use of these currencies would help the United States
balance of payments and would lower budget expenditures.

The maximum utilization of United States-owned excess or near-
excess currencies has also been of continuing interest to the Congress.
Based on a recommendation in one of our prior reports to the Congress,
permanent legislation (Public Law 89-677, approved October 15, 1966)
was enacted to permit the expanded use of United States-owned foreign
currencies which have been or may be reserved or set aside for specified
programs or activities.

In a report to the Congress in August 1966, we disclosed that several
hundred thousand dollars could be saved annually if United States-owned
foreign currencies, rather than dollars, were used to pay surface freight
costs to transport personal effects of individuals traveling on United
States Government business to and/or from foreign countries where the
United States owns substantially more foreign currency than is needed
for its normal operating requirements.

We also issued a report at the request of the chairman, House Com-
mittee on Government Operations, relating to a study of how the United
States can maintain the value of its foreign currency holdings against
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losses due to the fluctuation of foreign exchange rates. In addition, we
issued a report to the Administrator of the Agency for International
Development in which we questioned the need to use dollarsrather than
foreign currency to finance the local costs of five development projects
in Brazil.

DEPARTMENT OF STATE

Our examination of Department of State activities included reviews
relating to the financial administration and management of the Depart-
ment’s Washington office, as well as the administrative policies, opera-
tional procedures and programs implemented abroad at United States
embassiesand selected consulates.

We issued a report to the Congress relating to the payment of certain
severance benefits to Foreign Service officers that were reemployed by the
Federal Government. We also issued three reports to committees or in-
dividual Members of Congress and seven reports to agency officials on
various international programs conducted by the Department of State.

Payment of Certain Severance Benefifs fo Former
Foreign Service Officers

In our report to the Congress, we stated that certain Foreign Service
officers who had been selected out were reemployed by the Federal Gov-
ernment at salaries at least equal to their salariesat the time of separation,
and also were entitled to receive severance benefits, under the provisions
of the Foreign Service Act of 1946, asamended.

Severance benefit payments are equivalent to one-twelfth of an em-
ployee’s annual salary for each year of service and proportionally for a
fraction of a year, but not exceeding a total of one year’s salary at his
then current salary rate.

We suggested that the Congress might wish to consider legislation to
provide for the adjustment of severance benefits at such time as a former
Foreign Service officer becomes reemployed by the Federal Government
or employed by the municipal government of the District of Columbia
before expiration of his selection-out benefit period.

Actounting and Financial Management Sysfems

The Department still faces a formidable task in the development of
its accounting and financial reporting. We provided assistance during
the year inthe particular areas described below.
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We continued our general review of the Department’saccounting sys-
tem for the purpose of identifying and reporting to Department officials
on areas requiring correction to conform the system to the principlesand
standards of the Comptroller General. We completed reviews of the
non-automatic data processing procedures and controlsrelating to domes-
tic payroll activities, and the procedures and controls employed in the
budgetary accounting and disbursing system of the Regional Finance
and Data Processing Centerin Paris, France.

We found that the system for reporting time and attendance of state-
side employees of the Department needs to be revised to meet the require-
ments of our Office, and that improvements are needed in a number of
the controls employed in the processing of data at the Center in Paris
to conform with generally accepted principles and standards for data
processing operations.

We have encouraged Department officials to develop an acceptable
accounting system and have forwarded a memorandum to them outlin-
ing specific guides for development of a statement of financial manage-
ment policy and accounting principles and standards. The initial recep-
tion to our memorandum was favorable and the Department has in-
dicated that it will revise its existing financial management and account-
ing policy statement substantially along the lines that we suggested.

We have also been working with the Department to undertake a
project to develop a suitable cost accounting system for its Foreign Serv-
ice Institute. One of the purposes df this project isto demonstrate to other
bureaus and officesin the Department the usefulness of meaningful cost
data in managing operations.

Reviews of Administrative Activities af Unifed States
Embassies and Consufafes

We conducted reviews of administrative activities performed by em-
bassies and consulates located in Mexico, the Republic of China, and
the United Kingdom. Our findings were reported to Department officials
for correctiveactions.

These reviews brought to attention weaknesses in internal controls
of the management of cash and property and other areas where proce-
dures were not in conformance with departmental instructions. In con-
nection with our recommendations, the embassies and consulates gener-
ally have taken action to alleviate the weaknesses on matters within their
purview. We plan to continue our efforts for more effective Department-
wide control mechanisms, including particularly the need for more ef-
fectiveinternal audits,
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DEPARTMENT OF TRANSPORTATION

We issued a report to the Federal Aviation Agency on selected aspects
of the on-the-job training and familiarizationservicesprovided to foreign
nationals by the Agency at their installations. Our review showed that
the Agency was not recovering the costs incurred in administering these
services, from Federal agencies, foreign countries, and international
agencies.

On the basis of the lowest charges made by other Federal agencies
which incur and recover such costs, we estimated that, for fiscal year
1965, such recoveries would have amounted to about $180,000. We
recommended that the Agency give consideration to established regula-
tions and procedures regarding reimbursable costs for services to foreign
nationals.

PEACE CORPS

We actively assisted the Agency in developing procedures and con-
trols to correct deficiencies disclosed in our prior review of the adminis-
tration and accounting for volunteer readjustment allowance. We sub-
mitted proposals to Agency officials for integrating the volunteer
readjustment allowance payroll with the general accounting system
and for strengthening procedures for controlling terminal payments to
volunteers from imprest funds.

On the basis of our proposals the Agency has issued procedural instruc-
tions that should result in overseas posts providing more timely and
accurate reports on readjustment allowance and in Washington provid-
ing more adequate control over cash payments.

We also reviewed the controls over issued but unused transportation
tickets and reported to the Agency that there were weaknesses in the sys-
tem of control and accountability for the tickets. The Peace Corps has
informed us that it is establishing procedures to assure proper
accountability.

UNITED STATES INFORMATION AGENCY

We reviewed selected operations of the United States Information
Agency both at the Washington headquarters and at overseas installa-
tions. Our main effortsat the Washington level concerned a review of the
Agency’s contracting procedures and practices and a review of Informa-
tion Center Service activities. Overseas, we reviewed the operations of
United States Information Service posts in Japan and in the United
Arab Republic.
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We issued a report to the Congress concerning potential savings of
upwards of $2 million through constructing rather than leasing housing
at Brewerville, Liberia. In addition, we notified the Agency by means of
various reports and letters to Agency officials of opportunities for savings,
need for better control over program property, and indications that man-
agement planning and supervision could be improved.

In the financial management area we reviewed and approved the
domestic payroll segment of the Agency’s accounting system.

As a part of our overall financial management review work in the
Agency we have maintained close surveillance over their development
of a model planning, programming and budgeting system. Our purpose
has been to develop parallel improvements in the accounting and finan-
cial reporting system to assure its full integration with the planning, pro-
gramming and budgeting phases of the overall financial management
system.

EXPORT-IMPORT BANK OF WASHINGTON

Pursuant to the provisions of the Government Corporation Control
Act, we made an audit of the Export-Import Bank of Washington for the
fiscal year ended June 30, 1966, and issued a report to the Congresssum-
marizing the details of the salesand refunding of participation certificates.
We also issued a report to the Board of Directors relating to our examina-
tion of the statement of assets and liabilities of the Bank and the com-
parative statement of income and expenses as of June 30, 1966.



CHAPTER SEVEN

Aundit & Contracts

General

The departments and agencies of the Government are awarding con-
tracts at the current rate of about $50 billion a year to procure property
and services for use in their programs and activities. The Department of
Defense alone is awarding contracts for weapon systems and related
equipment and supplies at the rate of over $35 billion annually. On the
basis of the best available information, we estimate that as much as 8¢
to 90 percent dof the dollar value of procurement by contract is made by
negotiated contracts. Procurement by negotiation is designed for use in
situations, specified by applicable law (Armed Services Procurement
Act; Federal Property and Administrative Services Act; Atomic Energy
Act), in which procurement on the basis of advertised bid and award
procedures is either impracticable or inappropriate.

Under these circumstances, there is not the assurance of fair and rea-
sonable pricing normally obtained when procurement is made on the
basis of advertised bid and award procedures. Therefore, negotiated
prices must be based largely on actual or estimated costs of producing the
articles required. Such cost information, therefore, must be sound and
realistic to provide for the negotiation of sound prices. An important part
of our over-all audit responsibility is the continuing review of policies,
procedures, and practices followed by Government departments and
agencies in the negotiation and award of contracts and in the adminis-
tration o contract terms and conditions. We evaluate the effectiveness.
of the policies, procedures, and practices by examinations of selected
major contracts and subcontracts awarded by the departments and
agencies and by their prime contractors. Our legal work relating to Gov-
ernment contracts is discussed in Chapter Ten, Legal Services, beginning
on page 121.

The primary responsibility for negotiating fair and reasonable sub-
contract prices rests with the prime contractors. The Government’s inter-
est in the pricing of subcontracts stems from the fact that the prices of
negotiated prime contracts usually include actual or estimated coststo the
prime contractor for subcontracted items.

Under firm fixed-priceand price-redeterminable prime contracts, costs
for subcontracted items are included in the prime contract price on the
basis of subcontract prices known or estimated at the time of negotiation
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of the prime contract. Under incentive-type prime contracts the target
prices are established on the basis of known or estimated costs, and the
final price and reimbursementis an amount representing the target price
adjusted upward or downward depending on the degree of the contrac-
tor’s cost performance. Under cost-plus-a-ked-fee contracts, the con-
tractor receives a specified fee and also is reimbursed by the Government
for all costs incurred under the contract, including the costs of subcon-
tracted items. In order to ensure fairness of the costs claimed by contrac-
tors for reimbursement, Government departments and agencies should
assure themselves that their contractors have adequate and effective
policies, procedures, and practices relating to cost accounting, cost con-
trol, and cost reporting, including costs incurred under subcontracts.

Our examinations into the financial aspects of contracts continued to
be directed primarily to reviews o the negotiation of prices for selected
major contracts awarded by the departments and agencies and for
selected subcontracts awarded by prime contractors.

We found instances of excessive prices negotiated for both prime con-
tracts and subcontracts. The negotiation of unreasonably high prices may
be attributed primarily to inaccurate, incomplete, or noncurrent cost
informationfurnishedby contractors or subcontractorsin support of price
proposals, deficiencies in the control by the departments and agencies
over the pricing of prime contracts, and deficiencies in the control by
the departments and agencies and by their prime contractors over the
pricing of subcontracts. Certain of the excessive costs may be attributed
to laxity of the departments and agencies in their administration of
negotiated contracts during the period of contract performance.

Digests of the reports issued to the Congress during the fiscal year
1967, which include reports related to contract matters, are presented
on pages 212 through 270 in Appendix C-3. These reportsdo not include
other instances of excessive contract prices and other matters related to
contracts which we deemed it more appropriate to report to the depart-
ments and agencies involved rather than to the Congress.

The findingsreported to the departments and agencieswere generally
those which (1) had been accepted by the contractingpartiesand a basis
for an equitable price adjustment had been reached prior to the issuance
of our final report, (2) represented additional examples of matters pre-
viously reported to the Congress and raised no new important principles
or basic issues relating to negotiation and administration of contracts, or
(3) involved relatively minor amounts. Several of the more significant
findings reported to the departments and agencies during the fiscal year
1967 are summarized below.

In January 1967 we reported that the target costs, proposed by a
contractor for three incentive contracts and accepted by the Army, were
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about $3.6 million higher than they should have been on the basis of the
cost and pricing data available at the time the contracts were negotiated.
The overstated target costs would have resulted in increased costs to the
Government of about $1.5 million in the form of target and incentive
profitsto the contractor. The contractor and the Army agreed to negotiate
asettlement of s matter. Negotiations already completed have resulted
in reductions amounting to about $940,000 in the target costs and about
$400,000 in target and incentive profits on two of the three contracts.
Negotiations were continuing at June 30, 1967.

In October 1966 we reported that the cost data submitted by a con-
tractor, and used by the Army as a basis for negotiation and award of a
fixed-price contract, was overstated with respect to six component parts
of the item to be produced. We found that for these six parts the con-
tractor had substantially lower vendor guotations on file. The lower
quotations were dated from 2 to 5 weeks prior to the contractor’scertifica-
tion that the factual data submitted in the price proposal were accurate,
complete, and current. For some of the parts, orders at the lower prices
had been placed with vendors in the period of 1to 2 weeks prior to the
certification.

The overstatement of cost, together with the allowance for overhead
and for profit based on the overstatement, increased the contract price
by about $388,000. This contract included a defective-pricing-data
clause granting the Government a contractual right to recover any sig-
nificant increase in the price that resulted from cost or pricing data that
were other than accurate, complete, and current as certified. In accord-
ance with our recommendation, the Army took action against the
contractor to recover the amount of $388,000under the defective-pricing-
data clause. The contractor filed an appeal with the Armed Services
Board of Contract Appeals from this action. The appeal was pending
at June 30, 1967.

In another case, reported in July 1966, we found that about 0.7
million could have been saved on the follow-on procurement of circuit
board assemblies for missile guidance and control systems had the Air
Force permitted the prime contractor to continue furnishing certain
components to the subcontractor as had been done under the it
procurement. Furnishing the components would have avoided the profit
allowed the subcontractor on the purchase cost of the components. The
records showed that the Air Force advised the prime contractor to dis-
continue furnishing the componentsin order to establish the subcontractor
as an independent source of supply for the circuit board assemblies. It
did not appear to us, however, that the subcontractor’s independence
was materially increased since the prime contractor continued to retain
control over the design and specifications of the components.
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"The departments and agencies have not only obtained recoveries as
the result of our findingsbut have also made certain improvements in the
negotiation and administration of contracts, with regard to the deficien-
cies disclosed by our reviews, by strengthening and clarifying their pro-
curementregulationsand instructions. The more significantrecent actions
include changes in regulations and instructions (1) to limit charges to
Government contracts for transportation costs incurred by contractors in
operating their own, leased, or chartered aircraft, (2) to provide contract-
ing officers the contractual right to examine such contractors’ records
relating to inventions as are deemed directly pertinent to compliance by
the contractor with the requirements of the patent rights clause, and
(3)to encourage contractors to improve and formalize their estimating
systems for preparing price proposals.

Truth in Negotiations Act

The Truth in Negotiations Act (Public Law 87-653, approved Sep-
tember 10, 1962; effective December 1, 1962) was enacted to strengthen
the procedures for establishing prices under negotiated contracts. Al-
though the departments and agencies had been taking action with regard
to the deficienciesdisclosed by our reviews and were continually improv-
ing their procedures for negotiation of prices, our reviews had continued
to disclose instances of excessivenegotiated prices. It had become apparent
that administrative efforts alone, on the part of the departments and
agencies, were not sufficient to bring about significant improvement in
the negotiation of prices.

The legislation requires, among other things, that with certain excep-
tions, where price competition is lacking under negotiated contracts
and subcontracts, cost or pricing data be submitted in procurements over
$100,000 and be certified by the contractor and subcontractoras accurate,
complete, and current. The law provides further that in these procure-
ments the contract contain a clause permitting the Government to recover
any significantincrease in the price that resulted from the submission of
inaccurate, incomplete, or noncurrent cost or pricing data. We assisted
the House and Senate Armed Services Committees in developing this
legislation prior to its enactment since it was based in part on our
findings and recommendations.

The law was enacted as an amendment to the Armed Services Pro-
curement Act and, generally, is not applicable to the civil departments
and agencies. The civil departments and agencies, however, have
accepted its basic concepts in the negotiation and award of their con-
tracts and the Federal Procurement Regulations have been revised b
include similar provisions.
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The objectives of the TrUth in Negotiations Act are clear. The main
problem is one of developing procurement regulations which clearly
define the means of meeting these objectives and which are feasible to
apply and administer. Although the departments and agencies took
prompt action to amend their procurement regulations following enact-
ment of the law in 1962, numerous revisions were later found to be
necessary to refine regulations in the light of experience. The regulations
are under continual study and additional revisions were under considera-
tion at June 30, 1967.

During the fiscal year we submitted to the Congress two reports on
the administration by the Department o Defense of the cost or pricing
data requirements of the Truth in Negotiations Act.

A report submitted in January 1967 presented our findings in the
review of 242 negotiated supply and production contracts and subcon-
tracts. We found that 185 of these contracts were awarded under the
requirement of the law for submission of cost or pricing data and certifi-
cation that the data submitted were accurate, complete, and current.
However, in 165 of the 185 awards, there was no authoritative record
identifying what was submitted and what was covered by the certificate
in support of significant cost estimates. In such cases the Government’s
rights under the defective-pricing-dataclause may be impaired inasmuch
.as it may be impracticable for the contracting officer to establish that
‘defectivedata were relied on in the negotiation.

The remaining 57 of the 242 contracts examined had been determined
by the contracting officials to be exempt from the requirement for sub-
mission of cost or pricing data under the exceptions contained in the
law. The procurement records in these cases did not contain sufficient
information, in our opinion, to substantiate the correctness of the
,determinations.

We made certain proposals to the Department of Defense designed
(1) to improve identification of the cost or pricing data submitted and
certified by contractors, (2) to ensure that contractors are requiring sub-
contractors to submit and certify cost and pricing data, and (3) to pro-
vide documentation of the circumstances leading to, and the basis for,
any determinations by contracting officers or contractors that cost or
pricing data are not required.

A special group was appointed, under the guidance of the Office of
the Deputy Assistant Secretary of Defense (Procurement) to study our
proposals. A8 a result of the study, the Department of Defense prepared,
and submitted to us for review and comment, drafts of certain revisions
of the Armed Services Procurement Regulation. AS of June 30, 1967, we
were working closely with the Armed Services Procurement Regulation
Committee in reducing these proposed revisions to final form.
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We selected 127 of the 242 contracts for further examination. This
examination, which was in progress at June 30, 1967, is directed to a
review of (1) the practices of officials and organizations of the Depart-
ment of Defense responsible for negotiating the prices of the contracts,
(2) the reasonablenessof the prices negotiated in the light of the circum-
stances existing at the time of contract award, and (3) the need for
improvement in current requirements for negotating contract prices.

In a report submitted in June 1967, we pointed out the need for the
construction agencies of the Department of Defense to improve com-
pliance with the cost or pricing data requirementsof the law. Our review
of 237 construction contracts awarded by the agencies showed that,
generally, (1) sufficient cost or pricing data supporting the contractors’
price proposals were not obtained as required by law, (2) cost analyses
of contractors’ price proposals to determine that the prices were fair and
reasonable were not made as required by the Armed Services Procure-
ment Regulation, and (3) related prescribed procedures for utilizing
advisory auditswere not followed.

The main reason why the agencies were not complying with the re-
quirements of law and regulation appeared to be their belief that the
requirements were not applicable to construction contracts since con-
tractors’ price proposals were being evaluated on the basis of comparisons
with the agencies’ own cost estimates. Primary reliance was placed on
such comparisons as a means of evaluating the reasonableness of prices.

In bringing our findings to the attention of the Secretary of Defense
We proposed that he emphasize to the construction agencies the need for
improvement in their compliancewith the requirementsof the law in the
negotiation of construction contracts and contract modifications. The
Department of Defense agreed.

Adminisfrafion of Contracf Terms and Conditions

The negotiation and award of a sound, reasonably priced contract is
an important responsibility. An equally important responsibility is to
ensure that the contractor complies with the terms and conditions of the
contract. During the fiscal year we submitted to the Congressor to agency
officials a number of reports on areas where, in our opinion, the admin-
istration of contract terms and conditions should be strengthened to
protect the interests of the Government. Two of the more significant
matters we reported to the Congress dealt with inequitable charges to
Government cost-type contracts of certain costs incurred by contractors.

Many contractors are engaged simultaneously in the preparation of
bids and proposals and in the conduct of independent research and
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development. Limitations on the costs of independent research and
development chargeable to Government contracts are generally gov-
erned by advance agreements With the contractors. Advance agreements
generally are not made, however, to limit bid and proposal costs charge-
able to the Government.

Inasmuch as both of the functions require similar technical effort, it is
difficult to distinguish between those costs which pertain to independent
research and development and are subject to limitation and those costs
which pertain to preparation of bids and proposalsand are not subject to
limitation. Although the Armed Services Procurement Regulation pro-
vides a basis for limiting charges to contracts for bidding costs and related
technical costs incurred by contractors, its provisions are not sufficiently
clear and are variously interpreted.

We found that about half of the $3.8 million of bidding and related
costs claimed by a contractor in 1 year under contracts with the De-
partment of Defense and the National Aeronautics and Space Adminis-
tration were not, in our opinion, clearly necessary to support the
contractor’s bids and proposals. In our report submitted to the Congress
in March 1967, we stated that the items in question included costs
incurred (1) after the Government had indicated it was not interested in
a proposal, (2) before the Government had requested a proposal, (3)
after a bid or proposal had been submitted, and (4) to develop capability
for response to future requests for proposals.

The problem is under study by the Department of Defense. We pro-
posed, but the Department of Defense and the National Aeronautics
and Space Administration did not consider our proposal feasible, that
interim guidelines be issued with respect to allowability of bid and pro-
posal costs. The Department of Defense study of the problem was con-
tinuing at June 30,1967.

In August 1966 we submitted to the Congress a report on our review
of the use of company operated and chartered aircraft by certain contrac-
tors of the Department of Defense. We pointed out that the additional
cost, as compared with commercial air transportation, outweighed the
benefits in most cases. The Department of Defense agreed and made
certain disallowances in negotiating overhead costs chargeable to
Government contracts.

Also, the Armed Services Procurement Regulation Committee under-
took revision of the Regulation to limit allowability of costs incurred for
travel by aircraft owned, leased, or chartered by contractors. On
December 1, 1966, the Regulation was revised to provide that such costs
are allowable, if reasonable, to the extent the contractor can demonstrate
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that use of aircraft owned, leased, or chartered by the contractor is nec-
essary for the conduct of his business and that the increase in cost, if
any, in comparisonwith alternative means of transportation is commen-
surate with the advantage gained.
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Tmnsporkztz'an

The General Accounting Office is responsible for determining the
correctness of charges paid for freight and passenger services furnished
for the account of the United States, for the recovery of overcharges,
and for the settlement of transportation claims both by and against the
Government.

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

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

The scope of our responsibilities for auditing and reviewing transpor-
tation in the Federal Government is indicated by the magnitude of the
Government expenditures for transportation services. Direct procurement
of commercial transportation amounts to about $3.5 billion annually.
Approximately $1.9 billion of this amount are for services procured
on standard forms and are audited centrally by our Office on the basis
of paid bills submitted by Government agencies. Other expenditures
for direct procurement of commercial transportation consist primarily of
contract services and payments by Government corporations that are
audited on site.

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

AUDIT OF TRANSPORTATION PAYMENTS AND
SETTLEMENT OF CLAIMS

Transporfation Paymenfs

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

Because certifying and disbursing officers are exempted by law from
liability for any overcharges by carriers arising from the application of
improper rates or charges on services procured by standard Government
transportation forms, paid transportation bills are submitted to our Office
for central postaudit, the determination of overcharges, and the recovery
-of overcharges directly from the carriers. The principal transportation
payments that are not sent to our Office for postaudit are those made by
Government corporations and those procured under contract, such as
Post Office mail contracts and Military Sea Transportation Service ship-
ping contracts. Our audit of transportation chargesis normally completed
in 6to 7 months after payment.

We audited 5.6 million bills of lading for freight shipments, for which
the Government had paid about $1.2 billion, and 2.9 million transporta«
tion requests for passenger travel, for which the Government had paid
about $724 million. From our audit of transportation payments, we issued
113,010 overcharge notices to commercial carriers requesting refunds
totaling $14 million. Collections from carriers during the year amounted
to $13 million, which were credited to basic appropriations of the pro-
curing agencies or, where this was not possible, deposited in the Treasury
asmiscellaneousreceipts.

The amount of payments audited was about 27 percent greater than
the prior year, and the amount of overcharges deducted and reported
to carriers was about 31 percent greater. This increased activity was
accomplished with about 4 percent less audit hours than were utilized
-on our transportation audit in fiscal year 1966. The improved productivity
resulted from our continuing program to develop more efficientaudit pro-
cedures, and to internally review all segments of the transportation audit
periodically to assure a reasonable balance of accuracy, completeness,
and cost effectiveness.

As part of our review of transportation payments, we also identified
'hundreds of shipments where the transportation services were procured
at excess costs to the Government. These traffic management errors re-
sulted from the selection of uneconomical routes, modes of carriage, or
types of service and were brought to the attention of responsible trans-
portation officials of the agenciesinvolved for necessary corrective action.

A by-product of our audit is the accumulation of paid vouchers which
are subject to disposal variously under 4-year and 10-year retention pro-
grams approved by Congress. During this year we disposed of 4,653
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cubic feet of record material consisting principally of paid transportation
vouchers for the years 1962 and 1963, which were surveyed for dis-
posal under the 4-year retention program. Vouchers identified here as
subject to the 10-year retention period are stored at General Services
Administration Record Centers and are disposed of by GSA upon our
notification that the retention period has expired.

Claims

Section 305 of the Budget and Accounting Act, 1921, provides that all
claims and demands whatever by the Government o the United States
or against it shall be settled and adjusted in the General Accounting Of-
fice. Pursuant to this law transportation claims against the United States,
with certain minor exceptions, are submitted to the Office for adjudica-
tion. The exceptions relate to claims for loss and damage, accessorial or
supplementary transportation services, and amounts due because of
errors in extension or footing on prior bills. These latter claims after pay-
ment are subject to review here in our audit of paid vouchers.

In fiscal year 1967, we received about 24,000 claims and settled or
otherwise disposed of over 26,000 claims for approximately $87 million.
The greatest amount claimed was on assigned original. bills of certain
Military Airlift Command contractors, which we audit before payment to
protect fully the Government's interest. On these assigned bills and other
original bills for over $81 million, we disallowed about $276,000 as being
in excess of the proper contract and/or tariff rates. The balance of the
claims were supplemental bills of carriers €or changes in their original
charges or demands for repayment of overchargescollected by our Office.
In disposingof these claims, amounting to about $5.2 million, we certified
€orpayment $2.4 million and disallowed or terminated $2.8 million.

TRANSPORTATION MANAGEMENT REVIEWS

We submitted four reports to the Congress on our reviews of transpor-
tation servicesprocured by the Department of Defense. We also submitted
14 reports to officials of military departments and four to officials of civil
agenciesrelating to the uneconomical expenditures for transportation or
to improvements in traffic and transportation management procedures.
These reports are listed in Appendix C-2, on pages 174, 192, and 194 for
officials of civil agencies, and on pages 198, 203, and 206 for military
officials. The reports submitted to Congress are described on pages 259
260, and 261 of Appendix C-3.

A major portion of our management review time continues to be
devoted to reviews of the shipment of military household goods between
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the United States and overseas areas since these shipments represent
annual expenditures of over $100 million. Our reviews indicate that the
Department of Defense could save millions of dollars annually by direct
procurement of these services from the servicingand transportation com-
panies involved rather than by contracting for these services through
freight forwarders. At the close of the fiscal year a report was being
prepared to the Congress covering household goods shipments between
continental United States and Germany, in which we estimate that
savings of about $3 million could be realized by the direct procurement
method.

Other reviews in progress on the movement of household goods and
other personal effects are concerned with: (1) potential significant sav-
ings on shipments of unaccompanied baggage of military personnel
between the United States and overseas points through utilization of
space on Military Airlift Command aircraft; (2) potential savings
through negotiation of more favorable rates for domestic volume move-
ments; (3)need for improvement by Department of Defense in selection
of carriers for household goods movements to reduce the incidence of loss
and damage claims; and (4)potential savings in shipment of household
goods by defense and civil agency cost contractors.

Reviews are in progress also on (1) the rates and fares paid for the
overseas movement of general military cargo and personnel, (2) im-
proved utilization of Military Airlift Command aircraft for transporting
palletized cargo, (3) use by Department of Defense of domestic and
international air freight forwarders, (4)a general survey of transporta-
tion and traffic management activities in Pacific and Southeast Asia
areas, (5)improvements in the organizational structure for the manage-
ment of military traffic and transportation in Europe, and (6) economies
available through the consolidation of small shipments from Government
and commercial sourcesto various destinations in the United States.

We are continuing to increase our Transportation Management Re-
view staff to provide the capability for expanding our activitiesin other
major areas of transportation procurement such as contract freight and
passenger airlift by the Military Airlift Command; contract steamship
services by the Military Sea Transportation Service; and commercial
transportation by Government contractors under cost reimbursable
contracts.

ASSISTANCE IN THE LEGAL FIELD

We continued to provide technical assistance to the Department of
Justice in the prosecution and defense of transportation suits by or against
the United States and in proceedings before the Interstate Commerce
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Commission. As part of thii assistance transportation specialists partici-
pated in three pretrial conferences in the Court of Claims; two trials
before U.S. District Courts; and two hearings before the Interstate
Commerce Commission.

We reported to the Department of Justice for collection debts against
carriers involving 35 items in the total amount of $75,823. During the
fiscal year similarly reported debts covering 1,037 items in the total
amount of $769,596 were settled by the collection of $97,856 through
judgments, compromises, or otherwise. Included in the amount settled
was the write-off of $497,705 as an uncollectible debt against a bankrupt
carrier.

We received from the Department of Justice notice of the filing of 75
suits by carriers covering 86,550 shipments. Fifty of the suits filed and
about 80,000 of the shipmentswere on overseas movements of household
goods by the Department of Defense. The amount sued for was not stated
in the petitions filed on these suits but we estimate the liability of the
United States on the 50 suits filed this year and the 50 similar suits filed
in prior years covering 200,000 items to be about $70 million, if the
carriers prevail on all of the issues. In the same period we furnished
technical advice and other assistance to the Department of Justice in 27
suits for $402,587 involving 25,121 shipments. Sixty-six suits, the subject
d reports in this or prior years, involving 3,794 shipments and $968,348
were settled by payment of judgments for $527,305 and by dismissal or
withdrawal of the balance.

The most significant transportation cases in which we furnished tech-
nical advice and assistance to the Department of Justice were three of
the five cases selected for trial as representing all of the issues involved
in the 100 household goods suits pending in the Court of Claims. Two
litigation reports were made on Trans Ocean Van Service v. United
States, Ct. Cl. No. 137-66 covering 38 shipments and 21 separate issues
of fact or law. One report was prepared in the consolidated cases, Global
VanLinesv. United States, Ct. Cl. Nos. 259-65 and 355-65. Tisreport
covered 39 issues stated against 798 shipments selected as representative
of the 16,197 shipmentsin the consolidated suit. I n addition, a transpor-
tation specialist and two attorneys from our Office of the General Counsel
separately visited various military installations in the United States to
assist a Department of Justice attorney in his examination of pertinent
records and the interviewing of potential witnesses for possible use in the
trials of the subject cases.
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ASSISTANCE IN THE TRAFFIC AND TRANSPORTATION FIELD

We assisted various Government agenciesin their traffic management
and transportation activities. Our activities included—
1

o

Cooperatingwith the Department of Defensein the development
of forms and procedures for expanding the use of the short form
Government bill of lading to cover all domestic military ship-
ments costing less than $100;

Advising the Military Traffic Management and Terminal Service
of the Department of Defense of improper billing practices by
household goods forwarders;

Working with the Military Traffic Management and Terminal
Service of the Department of Defense in the revision of basic
military tenders covering overseas shipments of household goods
to eliminate existing errors, inconsistenciesand ambiguities from
their terms;

Identifying for the Atomic Energy Commission specific areas of
their traffic management activities which offered review
possibilities;

. Furnishing passenger fares and other transportation data to the

Department of Labor for preparation of the monthly consumer
price index;

Considering and acting upon several requests from the admin-
istrative agencies for permission to deviate from established
procedures to provide more economical and efficient transpor-
tation management;

Providing guest lecturers at the U.S. Army Transportation
School, Fort Eustis, Virginia.

We continued our practice of meeting with representativesof individ-
ual carriers or members of their trade associationsto discuss and resolve
mutual problems relating to our audit of carriers’ bills. During the year
we participated in 12 meetings with various domestic and international
carrier associations and had frequent discussions in Washington with
individual carrier representatives. To assist the ocean carriers in trans-
portation documentation, we developed revised documentation and
billing procedures on Government ocean shipmentsby civil agencies. Also,
we assisted the railroads in the revision of their accountingrules to cover
the use of the short form Government bill of lading on small shipments.



CHAPTER NINE

Claims

The Claims Division is responsible for the adjudication and settlement
of all claimsby and against the United States with the exception of claims
by and against common carriers for transportation items which are pro-
cessed by the Transportation Division. Legislative authority for this
function is contained in section 305 of the Budget and Accounting Act,
1921, which providesthat all claims and demands whatever by the Gov-
ernment of the United States or against it shall be settled and adjusted
in the General Accounting Office, and in section 304 dof this act which
provides that this Office shall superintend the recovery of all debts finally
certified by it to be due the United States.

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

Claims Against the United States

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

Settlement of claims by our Office provides an economical means by
which claimants and administrative officescan be assured of fair and im-
partial consideration and the resolution of doubtful matters or controver-
sial points o issue without resorting to the courts. Settlements of the
General Accounting Office are not binding upon the Congress or the
courts and therefore they do not destroy or diminish the rights of the
claimants.

OnJuly 1,1966,we had an hand 881 claimsagainst the United States.
During the fiscal year we received 9,872 claims and settled 9,705 claims,
leaving a caseload on hand of 1,048 claimson June 30, 1967. Incident to
the settlement of the 9,705 claims, we certified the amount of $46,483,-
888 for payment.

Claims by the United States

Claimsby the United States are referred to our Office for adjudication
and collection when they involve administrative doubt asto the amount or
propriety df the debt or the liability of the parties to the transaction. The
regulations also require that debts due the United States on which ad-
ministrative agencies have taken appropriate collection action and which
cannot be compromised or on which collection action cannot be sus-
pended or terminated in accordance with the standards established pur-
suant to the Federal Claim Collection Act of 1966, 80 Stat. 309, be
reported to us asuncollectible.

The subject matter of these debt claims is as varied as that of claims
.againstthe United States. We examine and adjudicate the claims referred
here because df administrative doubt sothat action to collect the amounts
found due the United States may be taken, if appropriate. In other debt
claims we examine and develop the claims and take whatever steps may
be necessary to collect. Our collection actions include demands for pay-
ment, locator actions, development to ascertain the financial status of
the debtors, and the issuance of proofs of claim in bankruptcy and de-
ceased debtor cases. If development of a claim discloses that a debtor is
presently receiving payments from the Government, we take stepsto have
amounts withheld, if otherwise proper, for application to his debt. In
the event a debtor is financially unable to remit the full amount of his
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debt in one payment, he is permitted to make installment payments com-
mensurate with the amount of the debt and his ability to pay. Debtors
who meet the standards established pursuant to the Federal Claims Col-
lection Act of 1966 are permitted to liquidate their indebtedness by com-
promise. If collection actions are unsuccessful we may report the debts to
the Department of Justice for suit, if warranted, together with our certifi-
cation of the amount due the United States and such information and
documents as may be necessary to support court proceedings.

OnJuly 1, 1966, we had on hand in the Claims Division 36,792 claims
by the United States. During the period July 1, 1966, through June 30,
1967, we received 21,774 claims and settled 32,208 leaving a balance of
26,358 claims on hand June 30, 1967. Of the 26,358 claims on hand,
11,041 were under collection representing accounts receivable in the
amount of $6,167,854. Incident to the adjudication and collection activi-
ties during the fiscal year, we collected $3,626,693. During that period
we reported 2,001 claims to the Department of Justice for suit and as of
June 30, 1967, 6,586 of the claims pending with that Department were
under collection, representing accounts receivable in the total amount of
$4,092,418.

The work of the General Accounting Office involving claims of the
United States has been affected by the Federal Claims Collection Act of
1966. The law was not effective until 6 months after the date of enact-
ment. The volume of cases received during the last 5 months of the fiscal
year decreased substantially from the average received during the first 7
months. However, when the law is fully implemented it is anticipated that
this volume will increase somewhat.

The new law requires the head of an agency to attempt collection of
claims of the United States for money or property. In addition, an agency
head is authorized to compromise any claim (except claims which arise
from exceptions made by our Office in the account of an accountable
officer) or to terminate or suspend collection action where the principal
amount of the claim is not in excess of $20,000 and it has not been
referred to another agency for collection, except where there is an indica-
tion of fraud, misrepresentation, the presentation of a false claim, or a
claiminvolvinga violation of the anti-trust laws. Collection action may be
terminated or suspended only when it appears that no person liable on
the claim has the financial ability, present or prospective, to pay any
significant amount on the claim, or when the cost of collection is likely
to exceed the amount of recovery.
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CHAPTER TEN

Legal Services

The Office of the General Counsel is responsible for the legal and
legislative work of the General Accounting Office. The legal work includes
the preparation of formal decisions concerning the legality and propriety
of the receipt and expenditure of public funds; the preparation of
advisory opinions and reports on proposed and pending legislation to
Members of Congress and Congressional committees, and to the Bureau
of the Budget; the preparation of reports and the furnishing of legal
assistance in connection with litigation by and against the United States;
the review of draft reports prepared by the auditing divisions; and the
preparation of office memorandums on legal questions arising in the work
being performed by the offices, divisions and branches of the General
Accounting Office. The legislative work includes the formulation and
presentation of legislative recommendations to the Congress and liaison
assistance to committees, Officers, and Members of Congress.

The principal assignment responsibility is the preparation of decisions.
The decision authority of the Comptroller General is derived from the
Treasury Act of 1789,* which vested in an officer designated “Comp-
troller” the responsibility for deciding the lawfulnessand justice of public
accounts. Since that time there has developed a collection of decisions
establishingguidelines for receipt and expenditure of appropriated funds.
Today the law authorizes heads of departments and establishments, and
disbursing and certifying officers to apply to the Comptroller General
for advance decisions on any legal question involved in a proposed
expenditure.? Similarly Government contracting and procurement offi-
cers, as well as individuals and concerns doing business with the Govern-
ment, utilize the forum our Office provides when seeking a resolution of
legal questions which arise incident to the award and execution of agree-
ments, leases and contracts. Also under the decision jurisdiction, claimants
and individuals may have settlement actions and debt actions reviewed.
While decisions of the Comptroller General are binding and conclusive
upon the executive branch of the Government, private concerns and
individuals have further recourse to the courts.

The legal questions submitted for decision during a year are as diverse
and varied as the activities of the Government itself, and involve many
different fields of law.

1 Stat. 65.
31 US.C. 74;id. 82d.
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The fiscal year 1967 was no exception. For example, the Secretary of
State requested our opinion as to whether a foreign purchaser of surplus
real estate in Singapore owned by the United States could have a claim
for the return of his earnest money deposit considered under the
Meritorious Claims Act of April 10, 1928.3The Secretary of Defense
requested advice as to whether recovery of a 6 months death gratuity
paid to the father of a member of the Armed Serviceswas required when
it was subsequently discovered that the member had contrived his dis-
appearance in a manner to suggest that he had accidently drowned.* The
legal issue in another decision was whether an award of a contract to
Communications Satellite Corporation (COMSAT) for communications
services in the Pacific Ocean via a combination of satellite and terrestial
facilities was legally proper.® The chairman of the American Battle
Monuments Commission requested advice as to whether the Islands of
Guam and Okinawa would be considered “outside the United States”
for purposes of the act of March 4, 1923.° to permit the Commission to
contract for work and services without compliance with certain laws and
regulations.” A certifying officer of the Bureau of Public Roads requested
an advance decision as to the propriety of payment of premium compen-
sation for Sunday work for employeesstationed in Sudan where pursuant
to Moslem custom, Sunday is observed on Friday and the employees did
not work on that day.?

Among the significant decisions rendered during the year, was a
decision to the Atomic Energy Commission concerning the payment of
an award to a construction contractor pursuant to determination under
a disputesclause proceeding.® Since the authority to the Comptroller
General to review determinations under contract disputes-clause pro-
ceedings was germane to the issue of payment, extensive research of the
statutory and legal authorities was undertaken. Additionally, because of
the impact of a decision affecting determinations of boards of contract
appeals and rights of contractors, the entire contract record was given
most careful review. All interested parties were afforded an opportunity
to present written commentsand also to review and comment on the draft
of the proposed decision. It was concluded that the administrative deter-
minations authorizing extensions of time and additional payments to the
contractor under the contract disputes clause were based on erroneous
conclusions of law and were not supported by substantial evidence to

331 U.S.C. 236; B-160256, January 5,1967.

¢ E—120683, March 9,1967.

546 Comn. Gen. 89.

%36 U.S.C. 138b.

‘46 Comp. Gen. 548, B—160307, December 7,1966.
® B-160635, February 6,1967.

®46 Comp. Gen. 441, B—153841, December 5,1966.
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meet the standards of the Wunderlich Act*® to be accorded finality
under the act. Therefore, the inherent authority vested in the Office by
the Budget and Accounting Act, 1921, to prevent illegal payment of
public funds required the conclusion that the award to the contractor
was not proper and payment was not authorized.

It was recognized that this opinion would not only have precedent
effectbut that the subject matter might be litigated in the courts. Subse-
quently the contractor filed a petition in the Court of Claimsand members
of our Officehave conferred with the representatives of the Department
of Justice concerning possible defense actions.

Coincidentally with the decision in this case we reversed a disputes-
clause decision of the Armed Services Board of Contract Appeals which
had disallowed a claim of a contractor.”” The claim was based on addi-
tional costs resulting from the contractor's having been required to insu-
late certain air ducts. The Contractor considered that this work was not
covered by the contract specifications and, therefore, had not included
the cost of performing the additional work in the contract price. Allow-
ance of the claim was authorized because it was considered that the
contract specifications were ambiguous and that, although the contractor
had made a reasonable effort to obtain clarification before entering into
the contract, it was still left with a misunderstanding.

Also significant among the work performed was the considerable
legal work generated as a consequence of newly enacted legislation. The
Presidential Election Campaign Fund Act of 1966** and the Federal
Claims Collection Act o 1966** are two such laws.

The Presidential Election Campaign Act vested in the Comptroller
General a new and unique responsibility. Under the act the Comptroller
General is required to prescribe rules and regulations concerning pay-
ments for presidential election campaign expenses, to appoint an
advisory board, and to be generally responsible for the administration
and audit of payments under the act. Members of the Office of General
Counsel were assigned to prepare exploratory studies and to plan pro-
cedures required for the implementation and administration of the act.
Although the act has been suspended, our staff has been actively assist-
ing the Senate Finance Committee in the drafting of proposals which are
directed toward reinstituting the concept of Federal financing of certain
political campaign expenses.

In connection with the Federal Claims Collection Act, attorneys not
only worked with the Department of Justice in drafting regulations

41 US.C. 321, 322.

1 B-156192, December 8, 1966.

= Public Law 89-809, approved November 13, 1966, 80 Stat. 1539,1587.
*# Public Law 89-508, approved July 19,1966, 80 Stat. 308.
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issued jointly by the Comptroller General and the Attorney General to
implement the act but also prepared the necessary internal regulations
for GAO compliancewith the statute.

Another major effort of the Office of the General Counsel concerned
a directive of the Senate and House Committees on Science and Astro-
nautics to initiate a Government-wide study of the interpretations and
application of the 6 percent fee limitation imposed by various statutes on
architect-engineer contracts.** Attorneys in the Office of the General
Counsel assisted in the study and the preparation of the report to Con-
gress. Details of the study are set forth on page 29 of this report.

In addition to the work on the report and the legislative recommenda-
tions, several decisions on architect-engineer fees were rendered during
the year. The first decision was rendered to the Administrator of the
Veterans Administration and advised that architect and engineer con-
tracts negotiated under 38 U.S.C. 5002, after November 8, 1965,*
would be subject to the 6 percent fee limitation in 41 U.S.C. 254(b)
and that such a fee limitation is not limited to cost-type contracting
but isapplicable to all types of contracts?*

Similarly on December 12, 1966, a decision was rendered to the
Secretary of Defense reviewing the legislative histories of the various
statutes fixing fee limitations for architect-engineer contracts and advis-
ing that architect-engineer service contracts should be awarded only
after competitive negotiation giving all qualified firms an opportunity
to submit proposals.*”

The total caseload €or fiscal year 1967 continued at about the same
level as in the preceding year. In 1967, 4,633 decisions, memorandum
opinions, and legal matters were handled by the Office of the General
Counsel. This total includes 1,637 formal decisions and 904 memoran-
dum opinions. To handle a caseload of this size and diversity, the legal
staff is assigned to specialized areas of work. These assignment areas
are: (1) Appropriations and Miscellaneous, (2) Civil Pay, (3) Con-
tracts, (4) Military Pay and Allowances and (5) Transportation. A
breakdown of the caseload according to assignment area appears in
Appendix C-6 on page 290.

APPROPRIATIONS AND MISCELLANEOUS

Legal issues relating to appropriations, accountability, and statutory
compliance are referred to the attorneys in the Miscellaneous group. For
example, the Secretary of Agriculture asked advice as to the action

*H. Rept. No. 1748, 89 Cong. 10.

= pUplic Law 89-343.

*®46 Comp. Gen. 183.
46 Comp. Gen. 556, B—152306, December 12,1966.
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required concerning payments under the Special Milk Program for
Children made to an institution for 3 years before an internal audit dis-
closed that the institution was ineligible under the departmental
regulations to participate in the program." Another decision requested
by the Department of Agriculture concerned the propriety of the further
apportionment of fundsto a Statein the operation of the School Breakfast
Program and the Nonfood Assistance Program authorized under the
Child Nutrition Act of 1966, when the State could not use additional
funds. A study of the legislative histories of the various food programs
indicated a Congressional intent that unused funds could be further
apportioned provided that the remaining States were given an oppor-
tunity to share in the unused funds." "

A decision having Federal-State implications was one concerning the
propriety of using Federal funds of the Public Health Service to pay
State license fees for medical doctors detailed or assigned to work with
State and local health agencies. Prior decisions going back to 1913 as
well as leading case law were reexamined but in the absence of specific
statutory authority, approval for the expenses of State medical licenses
wes denied. However, it was suggested that the situation could be
remedied by requiring States to issue temporary licensesor to provide in
the health service agreements that the cost of such licenses for detailed
employeesbe paid by the State agency.**

The Department of Health, Education, and Welfare requested advice
concerning the propriety of reimbursing a cancer research contractor for
costs of alteration to a privately owned building to accomplish the re-
search. The Department was advised that on the basis that the alterations
were required for the research program payment was authorized."* How-
ever, in future similar situations in the absence of statutory authority, the
Department was cautioned to follow the criteria established in a decision
issued in 1963to the Department.®®

Another Federal-aid program involving the College Work Study Pro-
gram was the subject of a decision to the Veterans Administration. The
agency requested advice as to the propriety of payments for employer
contributory payroll costs for part-time students working in Veterans
Administration facilities. The tax contribution was held to be payable
and on the basis of a showing that payment on a flat percentage basis

346 Comp. Gen. 6.

* Public Law 89—642,approved October 11, 1966, 80 Stat. 885.
*B-111810, March 9, 1967.

#B-160806, March 8, 1967.

= 46 Comp. Gen. 26.

2 42 Comp. Gen. 480.
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was more feasible than on an actual cost basis such procedure was
authorized .**

In a decision to the Small Business Administration it was concluded
that an appropriation limitation on funds available for the Southeast
Hurricane Disaster Relief could not be circumvented by charging excess
amountsto the Administration revolvingfund.®®

Illustrating a decision resolving an interagency dispute was one to
the Internal Revenue Service. The Director of the Internal Revenue
Service requested our Office to resolve an issue between the IRS and the
Department of the Army which arose as a result of a judgment by the
Court of Claims involving a bankrupt Army contractor. The IRS con-
tended that the effect of the judgment awarding the trustee for the bank-
rupt contractor a stipulated amount lessthe Government’s counter-claims
which included the contractor’s tax indebtedness under the contract was
an augmentation of the Department of the Army appropriation. How-
ever, since the net amount of the judgment had been paid by the General
Accounting Office from the permanent indefinite appropriation created
under 31 U.S.C. 724, the judgment had no effect on the Department of
the Army appropriations. The case thus involving a setoff action by the
court was distinguished from situations in which an individual is a
creditor of one agency and a debtor of another. Accordingly, it was con-
cluded that the tax debt was satisfied upon entry of the net judgment
and that the Department of the Army was not required to transfer any
amountto the Internal Revenue Service.”

CIVIL RAY

The Civil Pay group is responsible for the determination of all legal
questions relating to the Federal civilian personnel service.

A new law that generated more decisionsthan any other law in recent
yearswas Public Law 89-516, authorizing reimbursement of certain mov-
ing expenses incident to the transfer of employees from one official sta-
tion to another in the United States for the convenience of the
Government.®

Attorneys in the Civil Pay group assisted the Bureau of the Budget in
drafting and revising regulations to implement the law. At the end of
fiscal year 1967, some 37 decisions interpreting different aspects of the
law and regulations had been rendered. There was an indication that

* 46 Comp. Gen. 115.

* 46 Comu. Gen. 198.

* B—112088, April 17,1967.

% Public Law 89-516, approved July 21, 1966, 80 Stat. 325.
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many more questions were yet to be submitted for decision. A consider-
able number of the decisions rendered involved the question of reimburse-
ment o expenses and fees for the sale or purchase of homes by transferred
employees and expenses incident to temporary living quarters and to
travel on house hunting trips. Some decisions involved questions related
to the transfer of large groups of employees. For example, the General
Services Administration submitted guestionsincident to the transfer of the
GSA Regional Office from GBS to Fort Worth, Texas.?®

Three civil pay decisionsin 1967 were rendered at the request of the
Federal Aviation Administration and resolved questions df entitlement
of employeesin Alaska and Hawaii to travel, transportation and home
leavebenefits.®

The Chairman of the Civil Service Commission requested advice as
to the status of employees of Howard University for severance pay bene-
fits provided in Public Law 89-301, incident to the transfer of Freed-
mans Hospital to Howard University.*

Another decision requested by the Civil Service Commission concerned
the propriety of acceptance of meals and lodging from industry associa-
tions when employees are required by their agencies to attend conven-
tions, seminars, and similar meetings on official business. The Commission
was advised that while no direct reimbursement from a private associa-
tion for travel expenses should be made to the employees, the agency
authorizing the employee to attend the meeting could receive the dona-
tions—provided it had authority to accept gifts—representing travel ex-
penses without violating the rule against augmentation of the agency's
appropriation. However, in cases where the organization furnishes goods
or services in kind the employee should not receive per diem or other
travel expenses or an appropriate reduction should be made in the travel
expenses.® In the absence of gift authority, any augmentation o the
agency’s appropriation by acceptance of a gift or donation would be
unauthorized.

Frequently new laws apparently unrelated to Government activities
present problems affecting civilian employees of the Government. Such
a case involved the Uniform Time Act of 1966.% A certifying officer
of the Bonneville Power Administration requested a decision as to the
propriety of certifyinga voucher for additional per diem for an employee
in a travel status based on daylight saving rather than standard time.*

* B-153515, January 4, 1967.
1925'78—160762, February 28, 1967; B-160762, June 9, 1967; B-158273, March 7,

¥ E—147767, May 12,1967.

® B-128527, March 7,1967. )

= public Law 89-387, approved April 13, 1966, 80 Stat. 107.
¥ 46 Comp. Gen. 213.
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During the year the question of the payment of parking meter fees
by employees using Government-owned vehicles for official business was
reexamined. Views of the Department of Justice concerning its policy
not to defend Federal employees charged with failure to pay parking
meter fines while driving Government vehicles on official business were
obtained. In light of the general construction by State courts that parking
meter fees are charged incident to traffic regulation rather than as taxes,
street parking meter fees paid by employees using Government-owned
vehicles on official business were held to be reimbursable from
appropriated funds.®*

GOVERNMENT CONTRACTS

Contract decisions continued to represent the largest segment of the
legal work of our Office. During fiscal year 1967, 1,453 contract cases
were considered. A major portion of tistotal were decisions involving
bid protests. AS Chairman Andrews of the Subcommittee on Legislative
Branch Appropriations, Committee on Appropriations, House of Rep-
resentatives, observed during the 1968 Appropriation hearings, “the
General Accounting Officeis the only forum’’ * that an aggrieved bidder
has to get an independent review of a protest incident to the award of a
Government contract. Generally, bid protests are made against (1) con-
tracting procedures, (2) determinations of bid responsiveness and (3)
determinationsof bidder responsibility.

During the fiscal year, considerable time was spent reviewing proce-
dures for the handing and expediting of bid protest cases. At the request
of the House Committee on Government Operations, regulations were
promulgated covering bid protest procedures of the General Accounting
Office for inclusion in the Code of Federal Regulations.®

The significant consequence of our review of bid protests is the point-
ing up of problem areas which should be corrected. While the status of
work already performed under a protested contract does not always per-
mit cancellation of the contract because of the interests of the Govern-
ment, future procurement actions can be corrected and improved.

For example, a protest to a negotiated procurement for crash helmets
urgently needed pointed up the possibility that the method of evaluation
of delivery schedules could result in an award to an offeror proposing the
best delivery time rather than to the offeror on the basis of the best price.

% B 147420, January 23, 1967.

% Hearings before the Subcommittee on Legislative Branch Appropriations, Com-
mittee on Appropriations, House of Representatives, on Legislative Branch Appropria-
tions for 1968, Page 679.

» 32 F.R.11313.
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The procuring agency was advised that a more meaningful and appro-
priate method of evaluation of competing delivery schedules should be
used infuture procurements.*’

Another bid protest decision showing a need to improve delivery date
requirements in invitations was one involving a procurement of steel
wardrobe lockers for a Veterans Administration hospital. Although an
award to the low bidder was determined to be improper because of the
unclear delivery provisions, it was determined cancellation would not
be in the interests of the Government. However, since unclear delivery
terms result in uneven and unpredictable treatment of bidders, the agency
was advised to redraft its invitation for bids.?®

Although a protest against cancellation of an invitation for painting
of family quarters at an Air Force Base and the readvertisement of the
need under revised specifications was denied, consideration of the case
reflected the need for procedural changes in cases of awards subject
to the Davis-Bacon Act. I n the initial procurement in this case bids were
not opened until 10 days before expiration of the wage rate determina-
tion. It was suggested to the Department of Defense that a regulation
should require contracting officers as soon after bid opening as they
become aware that award might not be feasible before the wage rates
expire to promptly request an extension from the Secretary of Labor.®

As aresult of two protests against procurement practices in the award
of contracts for propeller systems for new high speed tank landing ves-
sels (LSTs) , the contracting agency was advised that if standardization
of equipment is required in a two step procurement a statement to that
effect in the invitation for bids would have been conducive to stronger
competition and lower pricing. Hence in future invitations it was recom-
mended that the requirement be spelled out at the beginning of the
procurement.*’

A protest by the manufacturer of a “brand name” item for failure to
be afforded an opportunity to submit a proposal led to the discovery of
several other deficienciesin the particular procurement. The contracting
agency was advised that even when utilization of the “public exigency”
exception to formal advertising was justified, proposals should be solicited
from the maximum number of qualified sources. The failure to solicit
a proposal from the manufacturer of the brand name was determined to
be an improper denial of an opportunity to compete. Further, since in this
particular case the contracting officer solicited quotations only from small
business, this made the procurement a 100 percent small business set aside

‘"46 Com(ﬁ) Gen. 22.

* E-160909, April 19,1967.
®B160910, June 2, 1967 .

# F_150469, B—160265, March 22,1967.
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contrary to the agency determination that the award should not be set
aside for small business. Steps to prevent a recurrence of the deficiencies
were recommended to the agency.*

Another questionable procurement concerned a protest that a bidder
for furnishing security guard services under a multiyear contract was
not a responsible bidder because of failure to have security clearances for
the personnel performing the services. In this case the protesting bidder
was low on a 1-yearcontract basis but was unable to obtain the necessary
security clearance in the short time allowed between a preaward survey
and award. Since the protestant did not bring the deficiencies to the
attention of our Office until several months after award and since the
bidder’s carelessness in clarifying his bid contributed to the problem,
cancellation of the contract was not warranted. However, the contracting
agency was advised to discontinue multiyear type contracts for services
until a study of the desirability of such contracts was made and appro-
priate instructions promulgated, The procurement raised questions con-
cerning responsibility for the initiation of necessary security clearance
procedures so that in the future prospective contractors are afforded
sufficient time to satisfy security requirements.**

The use of a multiyear “total package” procurement for research and
development of prototype units and for follow-on production was ques-
tioned following a review of a protest under a procurement of electronic
communications equipment. The use of the formal advertising exception
in 10 US.C. 2304(a) (11), to negotiate such type contract was deter-
mined to be inconsistentwith the applicable Armed Services Procurement
Regulation.”®

A protest by one of two suppliers listed under a Federal Supply
Schedule contract for film inspection machines revealed an illegal use
of the FSS contract procedure by a military procurement activity. In this
case it was found that the procurement agency split its needs into three
orders to circumvent the mandatory maximum amount of $50,000 in the
FSS contract. The procurement was held to be tantamount to a sole-
source negotiated procedure without the necessary justification. Since
delivery had been accomplished the validity of the orders could not be
questioned but the procuring agency was advised that objection would
be made to any future procurements where the aggregate cost exceeded
the FSS contract limitation.**

These examples are detailed to indicate some of the deficiencies in
contracting procedures revealed as a result of consideration of bid protests
by the General Accounting Office.

2 E—160332, January 9,1967.

4 B-160576, June 13, 1967.

# B-160524, March 2,1967.
*# B—159493, March 28,1967.
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Other contract matters referred for consideration in 1967 included
the tentative approval of a new regulation relating to procurements
involving patented items by the National Aeronautics and Space Admin-
istration. The proposed regulation would permit NASA to secure a
preprocurement license from a patent holder prior to a proposed pro-
curement. A royalty would be established which would be payable to the
patent holder if the item were procured from an unlicensed source. The
amount of the royalty or license payment would be added to the bid of
an unlicensed supplier in bid evaluation. Under this procedure it is
believed that a more realistic method in determining the most advan-
tageous price will be possible.*®

Another contract decision dealt with the applicability of the Buy
American Act *¢ to pump units containing foreign-made electric motors
which units were installed in a central air conditioning system for a
Veterans Administration facility. It was held that the foreign-made
motors mounted and aligned to pumps in a domestic plant did not violate
the Buy American Act and that the prime contractor for the air condi-
tioning system who was required to replace the foreign-made motors was
entitled to replacement costs.*’

Another Buy American Act decision was one issued at the request of
the Post Office Department. It was held that the leasing of vehicles for
city mail delivery service came within the concept of “purchase” as used
in the act so that the Buy American Act wes for application.*® Subse-
quently, the Post Office Department inquired as to whether bids offering
foreign-made vehicles could be rejected for reasons of “national interest”
pursuant to section 3 (a) of Executive Order No. 10582. The Department
was advised that low bids for foreign-made vehicles could not be rejected
under the Executive order authority and that the determinations required
under the Buy American Act were to be followed.*®

In our report last year we mentioned the litigation in the Hewlett-
Packard Company case involving the right of GAO to have access to the
records of a Government contractor. Following the District Court decision
in favor of the Government, the contractor filed an appeal with the
United States Circuit Court of Appeals for the 9th Circuit. Representa-
tives of our Office conferred with Department of Justice attorneys con-
cerning the Government’sbriefs and assisted in work preparatory to the
presentation of oral arguments before the Court of Appeals.

% 46 Comp- Gen. 205.

“4 US.C. 10b.
“B-161061, May 21,1967.
@ 46 Comp.- Gen. 47.
“B-156082, May 1,1967.
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MILITARY PAY AND ALLOWANCES

The decisionsin each assignment group reflect the changes in emphasis
of Government activities. In the case of decisionsrelating to the military
services, there were numerous submissionsinvolving questions arising in-
cident to active duty in fiscal year 1967 as a result of the escalated activity
in the armed services. Some of these military active duty questions in-
cluded submissions from the Secretary of Defense as to whether injuries
resulting from para-sail activities, a new training device for pilots and
navigators to acquaint them with parachute landing techniques, could
be considered a hazardous duty to entitle members to continue to receive
flight pay;*® whether breaks in service of less than 3 months would pre-
clude payment of a variable reenlistment bonus for enlisted members;**
and whether quarters allowancesand family separation allowanceswould
be payable when a member’s dependents evacuated from a danger area
are assigned quarters in Government housing at safe haven areas.®

Following enactment of a law providing a more attractive savings pro-
gram for members of the uniformed services stationed overseas, the De-
partment of Defense asked whether the law would permit the head of a
department to deposit to a savings account the unallotted current pay of
members who, while assigned overseas, are officially determined to be in
amissingstatus.®

Another new law under which proposed regulations were submitted
for decision was Public Law 89-680,% extending time Hiiits for travel of
members to their homes of selection upon retirement. The Secretary of
the Navy requested advice as to whether the regulations could be made
applicable to certain memberswho had retired prior to the effective date
of the law but who had not exercisedtheir travel and transportation rights
under prior regulations.®

A problem the Department of Defense encountered in implementing
the provisions of the Military Medical Benefits Amendments of 1966,
was the subject of a decision as to whether retired members living outside
the United States are entitled to medicare or whether they could con-
tinue to receive civilian hospital benefits under the Uniformed Services
Health Benefits Program. A review of the legislative histories did not sup-
port the conclusion that military retirees and their dependents outside
the United Stateswere entitled to any greater benefits than other retirees

* B-161323, June 23,1967.

. B-160845, April 12, 1967.

52 8144839, June 21. 1967.

% 46 Comp -Gen. 340

s Public Law 89-680, approved October 15, 1966, 80 Stat. 957.

% B—126158, April 26,1967

 Public Law 89—614, approved September 30, 1966, 80 Stat. 862.
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and therefore entitlement to benefits under the new military health pro-
gram could not be extended to such retirees.**

A military decision in the management procedure area was one to
the Secretary of Defense approving a new procedure for the establish-
ment of retired pay accounts for members who are retired for physical
disability. The new procedure, which would speed up the processing of
retired pay accounts and eliminate considerable paperwork for the De-
partments, was approved on the basis that the election documentation
required under the law was obtained.*®

TRANSPORTATION

The decisionsand litigation reports handled by the attorneys assigned
to the transportation area involve many technical matters relating to the
interpretation of tariffs and rate tenders, computation of charges for air,
motor, rail, and ocean carrier services, and matters relating to loss and
damage to property shipped for the account of the Government. The
Department of Justice continued to avail itself of our technical-legal
assistance in the prosecution and defense of transportation suits by and
against the United States in the Federal Courts and before the Interstate
Commerce Commission.

A transportation case in which our Office had actively participated
and which was concluded in favor of the Government during fiscal year
1967 was the case of Great Northern Railway Company v. United
States.®™ The issue involved was the proper classification for transporta-
tion purposes of ammunition for 120 mm. M-I anti-aircraft guns and
it was held that item 1835 of the Consolidated Freight Classification for
Cartridges Cannon Blank and the commaodity rate for ammunition fixed
for cannonwas proper.*®

Considerable work was done in connection with a large number of
petitions filed in the Court of Claims by various freight forwarders of
used household goods to recover transportation charges. The two main
cases selectedfor trial of the issuesare Trans Ocean VanService v. United
States ® and Global VanLines v. United Stazes.5® These cases represent
some 114 suits on approximately 235,000 shipments estimated to repre-
sent a potential Government liability of $80 million if the plaintiffs pre-
vail. Members of the Office participated in pretrial conferences, furnished
reports on the issues and defenses, and accompanied representatives of

¥ B-161150, June 8, 1967.

k"3}%—1611641- Ma! 31 1967.

::(Blﬁl No’ 24762 decided Tanuary 20,1967.
= Ct. Gl NO 137-66, B—159092.

e Ct. CL. No. 259-65, and NO. 355—65, E-157840.
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the Department of Justice to various military installations to interview
potential witnesses and to analyze the necessary evidence.

Another case, a suit brought by the Government, in which our attor-
neys actively participated during this fiscal year was United States v.
Mitchell Brothers Truck Lines pending in the United States District
Court for the District of Oregon.® The main issue is whether all or any
part of a cargo of structural forms was misdescribed on the bills of lading
and whether the carrier has established by a preponderance of evidence
that the articles were properly describable as “Racks, NOI** for trans-
portation charge purposes. An attorney from our Office was assigned to
assist in the Government’s case and in the preparation of necessary briefs.

Among the transportation decisions rendered in 1967 was one to the
Department of Defense on behalf of the Military Sea Transportation
Service as to whether a claim of an ocean carrier for freight for the trans-
portation of 44 tractors destined for India should be paid. The cargo
had been seized by the Pakistani Government during the 1965 hostilities
between Pakistan and India. It was held that since the delivery of the
tractors was not accomplished payment could not be allowed.®

The United States Information Agency requested permission to de-
posit an amount representing a collection from a motor carrier for dam-
ages to a shipment of electrical equipment to its appropriation account.
The Agency, relying on a decisionrendered on March 17, 1915,% urged
that since the equipment was purchased from no-year appropriations,
the collection should be returned to the appropriation account. The
Agency was advised that since the amount collected from other funds
due the carrier could not be regarded as freight on the particular ship-
ment on which the damage occurred, the amount must be credited to
miscellaneous receipts. The fact that “no year” funds were involved was
held to have no effect and the general rule that recoveries from carriers
for loss and damage to Government property are for deposit to miscel-
laneous receipts governed the situation.®®

Another loss and damage case required the evaluation of evidence
concerning damages to a shipment of B—70 aircraft tires for the Air
Force. While the carrier claimed that the tires were not properly
wrapped the inspection reports indicated that the damages were caused
by the manner in which they were mishandled in the course of shipment.
Accordingly, it was held that the carrier, having failed to meet the
burden of proof for establishing damages resulting solely from the im-
proper wrapping, was held liable for the claim.®”

e Civil Action No. 65-462; B-156345.
* 46 Comp. Gen. 164.

¢ 21 Comp. Dec. 632.

%46 Comp. Gen. 31.

e 46 Comp. Gen.51.
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At the request of the Louisville and Nashville Railroad Company in
connection with claims for additional transportation on shipments for
export for the Department of the Army, the legislative history of the
act limiting the time for bringing actions under the Interstate Commerce
Act and the Transportation Act of 1940, as amended,®® was reviewed.
We concluded that the 3-year statute of limitations on the right of the
Government to deduct overcharges was intended to run from the date
of an initial payment to the carrier or from the date of a supplemental
payment.®®

When a claim being considered by the Office involves jurisdictional
questions affecting other Government agencies, the vehicle used to
apprise other agencies of the determination is through the issuance of a
so-called “open” decision, one that is not directed to any particular
agency or officer. One such decision rendered in 1967, concerned a
reclaim by a rail carrier (Reading Company) for an amount withheld
for a shortage and damage to a Government shipment and involved
issues affecting the compromise authority of departments and agencies
under the Federal Claims Collection Act of 1966.7° It was held that the
administrative deduction of the loss and damage claim did not effect the
payment of the Government's claim so that it could be compromised
under the 1966 act and that the 3-year statute of limitations was not
applicable because the withholding wes not for recovery of an overcharge
but was a withholding under the general right of setoff belonging to
every creditor.”

LEGISLATION

The legislative work accomplished during fiscal year 1967 is included
in Chapter Two under the heading Assistance to the Congress. A selected
list by subject of substantive reports and letters to Congressional com-
mittees and to Members of Congressisincluded in Appendix C beginning
on page 271. Also in the appendix are excerpts from laws enacted
during fiscal year 1967 affecting the work, jurisdiction, and responsibility
of the General Accounting Office. See Appendix B, page 163.

RESEARCH SERVICES

Departments and agencies are kept informed of significant decisions
as they are issued by the general distribution of advance copies, digests,

% Public Law 85-762, 72 Stat. 859, 49 U.S.C. 66.

%46 Comp. Gen. 223.

“ Public Law 89-508, approved July 19,1966, 80 Stat. 308.
" B-161219, May 12, 1967, 46 Comp. Gen. 801.
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and the publication of monthly pamphlets. An annual volume of pub-
lished decisionsis compiled each year.

Information on our unpublished decisions is made available to
Government agencies by publication of quarterly digest pamphlets on
the following subjects: (1) Appropriations and Miscellaneous, (2)
Civilian Personnel, (3) Contracts, (4)Pay and Allowances of the Uni-
formed Services, and (5) Transportation.

A cumulative citation and subject card index is maintained on all
decisions. Research services are furnished upon request.
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CHAPTER ELEVEN

Recruiting, Staff Development, and
Personnel Management Program

RECRUITING, TRAINING, AND STAFF DEVELOPMENT

To discharge the responsibilities placed upon us by the Congress and
to maintain the professional stature of our Office, it is essential that we
maintain a highly qualified professional staff. We are continuously seek-
ing the better graduates from the colleges and universities which have
excellent educational standards. Most of the graduates we employ are
in the field of accounting but several newly hired staff members are
from other related fields of concentration.

Immediately upon coming with us, the newly hired staff member is
assigned to a specially designed training program to orient him in the
activities of the Federal Government and to the work of our Office. By
this approach, we bridge the gap between the education obtained in the
classroom and the actual audit and management review assignments
which the new employee will encounter. In addition, professional train-
ing programs are given at various intervals as the staff member pro-
gresses with the Office. These courses are designed to increase the
professional talents of the individual member and the professional skills
of the staff as a whole. Professional training programs are also designed
to specifically fit the needs of staff members at the supervisory levels for
the purpose of keeping them current in professional and technological
advancements in the field of management and accounting and auditing.

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

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

Prof. Raymond C. Dein, Department of Business Organization and Management,

College of Business Administration, The University of Nebraska.
Dean Charles E. Johnson, College of Liberal Arts, University of Oregon.
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Dean Frank S. Kaulback, Jr., MecIntire School of Commerce, University of
Virginia.

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

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

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

Mr. Alfred M. Pelham, Assistant Vice President for Finance, Wayne State Uni-
versity, Detroit, Mich.

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

Prof. Herbert E. Taggart, School of Business Administration, University of
Michigan.

Recruiting—Professional Staff

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

A total of 324 students, 273 men and 51 women, with degrees from
199 different colleges and universities—located in 46 States and the Dis-
trict of Columbia—started their professional careers with us during the
last fiscal year. Of this number, 10 were employed from fields other than
accounting, including two Management Interns. Also, 63 staff members
who had becn separated for military service returned from the
service. Of the 63, 41 were separated and then returned from the serv-
ice during the fiscal year 1967 and 22 returned who had departed for
military service during prior fiscal years. We also appointed 30 staff
members from Government, private industry, and public accounting,
and reassigned nine staff members from other classifications during the
year. The total separations for the year amounted to 380.

In summary, the total professional staff on hand as of July 1, 1966,
2,379, plus the net additions of 46 brought our total professional staff
as of June 30, 1967, to 2,425 staff members. In addition, we had 146
staff members in military service as of the same date. We expect most of
these to return to the Office upon completion of their service.

The demand €or accountants graduating from the colleges and uni-
versities continues to increase. The effect of an increase in demand and
an almost constant supply results in vigorous competition between
government, private industry, and public accounting which makes our
recruiting efforts increasingly difficult in the light of the conditions under
which we recruit.

138



PERSONNEL

We employed 11 attorneys during the year to replace those separated
as a result of transfers and retirements. We will continue to recruit a
limited number of attorneys although no overall increasein our legal staff
is planned.

We continued our association with college and university faculty
members and stepswere taken to increase our participation in the activ-
ities of professional organizations. We continued our series of programs
held for university and college faculty members to acquaint them with
the professional quality of our work and to obtain their assistance in our
recruiting efforts. One hundred and two faculty members, including
deans and placement officers, from colleges and universities throughout
the country attended 10 of these sessions during the year.

We inaugurated a new program for selected accounting students
similar to the program €or university and college faculty members. Eight
programs were conducted during the fiscal year to acquaint students with
our accounting and auditing operations. A total of 96 accounting students
from universities and colleges throughout the country attended these
sessions during the year.

Recruiting — Technical Staff

We made considerable progress in recruiting freight transportation
specialiststo replenish our technical staff. Our principal source of recruit-
ment was from an unassembled Freight Rate Specialist examination for
grades GS—7 and GS-9 which was announced on November 15, 1966,
and conducted by the Interagency Board of United States Civil Service
Examiners. We hired 15well-qualified rate specialistsat the journeyman
grade GS-9 and one at GS-7 through this medium. In addition, 10
freight transportation specialiststransferred to us from other Government
agencies and four were hired from a Civil Service Commission certificate
of eligibles.

Training — Professional Steff

During the past few years, as a part of our planned professional devel-
opment, we have developed a series of coordinated training programs
within the General Accounting Office designed to meet the vaned needs
of our professional staff in developing their capabilities to the fullest. In
all of our formal training programs, conceptual understanding of the
complex and varied subject matter areas is one of our basic objectives.
We accomplish this through programs employing lecturesand case situa-
tions to develop such understanding along with a knowledge of the
policies, procedures, and techniques to do the work of the Office.

139



PERSONNEL

The following tabulations show the various programs given within the
General Accounting Office and the courses attended by staff members
in other Government agencies or non-Government facilities during the
fiscal year 1967.

A. Training Given Through General Accounting Office Facilities

Number Total
of Name of Training Program Length of Number
Times Program Attending
Given Programs
3 | GS-7—Regional Offices. s vvvvvvvrrrnnnnns 16days.. seunasns 100
4| GS-7—Washington. +.covvvsrrrsnnnnnnnns 16days.. vaeues 151
2 | Intermediate—Denver .ovvuevnrrnernesnss 10days.. sauss- 8
5| Intermediate — Washington......veuuussn 10days.. svaess 182
6 | Financial management. ...cvvveeaiurnnns 10days.. suusns 180
7 | Basic computer systems principles program- | Approximately | .........
med instruction course, Washington — 2 months.
Number completing COUrSE.. auvuussnns| sennrsnnnrnnns 300
12 | Basic computer systems principles program- | Approximately | .........
med instruction course, regional offices— 2 months.
Number completing CoUrSe. wuuusussusnn} sunennnnnnnnns 367
1| Advanced accounting and auditing study, | 18weeks. «vuas 42
Washington.
Advanced accounting and auditing study,
regional offices—
1 DEeNVEr tuviiranrenssnnsesrnnnnnnnnns 18 weeks. .. ... 22
1 LoS ANGeles. vuvieiiinrsnnninrnnnnans 18weeks.. ...+ 28
1 San FrancCiSCO.usssssssssssssssnnnnns 18weeks.. .... 27
1 Seattle. vuviiiiiiiii i 17% weeks.. ... 2
2| Advanced seminar —Washington........... 2days.. sevunss 64
Total. vuvanssnnsnnssnnsnnnsnnsnnalt sonnnnrnnnnnns 1,562
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B. Training Giver Through Agency or Noun-Government Facilities

Number , Total
of Name of Course _ength of Course [ Number
Courses Attending
Courses
CIVIL SERVICE COMMISSION
12 | Planning, Programming, Budgeting Sys- | 2 days.. ....... 19
tems—Executive Orientation.
8 | Planning, Programming, Budgeting System | 15days.. ...... 8
4 | Systems ANalysSiS. «uuvvrrniirrnniiennans 3 to 7 days.. 5
9 | Principles and Practices of Auditing in the | 15 days.. ...... 11
ADP Systems Environment.
7 | Executive Seminarin ADP. ...vvvevvrnnns 2days. cusanss 13
Supervisory Training.. veeveeecneeennnnss Various. «v.uas 32
42 || Miscellaneous courses such as Management, | Various. ...... 29
Operations Research, and others.
DEPARTMENT OF DEFENSE
10 | Auditing Data Processing Systems.. .. ...u. 15days.. vuuuns 18
4 | Auditing of ADP Systems.. ....vvueevnnns 10days. cuuesns 7
24 | Miscellaneous courses, including such areas | Various. ...... 30
as Operations Research, Contracts, Re-
search and Development, Management,
etc.
OTHER GOVERNMENT AGENCIES
10| Miscellaneous subject areas such as con. | Various. ...... IS
tracting, procurement, country studies.
MACHINE MANUFACTURING COMPANIES
3| Executive Computer CONcepts. cvusuerness 6% days.. «vuu. 3
12| Automatic Data Processing COUrses. « ... .. Various. ...... 12
INSTITUTIONS, SERVICE AND PROFESSIONAL
ORGANIZATIONS
10 | Auditing of EDP Installations. ........... 2days.. ceavess 18
10| Miscellaneouscourses, such as mathematics | Various. ...... 11
management, automatic data processing
etc.
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B. Training Giving Through Agency or Non-Government Facilities— Con.

Number Total

of Name of Course Length of Course| Number
Courses Attending

Courses

COLLEGES AND UNIVERSITIES
A. Management Development:
2 Programs for Management Develop- | 16weeks.. .. 2
ment.
1 Advanced Management Program.. ..| 13 weeks.. .... 1
1 Executive Development Program.. .. 4 weeks.. ..... 2
1 Executive Development Program.. ..| 8 weeks.. ..... 1
1 Executive Development Program.. ..[ 6 weeks.. ..... 2
1 Executive Development Program.. ..| 6 weeks.. ..... 1
1 Executive Development Program.. ..| 2 weeks.. ..... 4
3 | B. Mid-Career Education Program for Sys- | 9 months.. .... 3
tematic Analysis.
C. Other Courses:

4 Systems Design. «.vuviirrininianns Semester. ...... 4
20 Automatic Data Processing. ........ Semester. ...... 22
7 Mathematics and Statistics. ....... | Semester. ...... 7
3 CoNtracts. «ovuevvernnerernnnaanns Semester. ...... 3
14 Management..........ooviivnenn Semester. ...... 14
3 Management Information Systems.. .| Semester....... 3
9 Miscellaneous Courses. «..uuvuvvess Semester. ...... 9
Total cuviriniinniiiiriirnnsnnsnnes | araiaaaaeaeaaas 307

A brief description of the objectives of these programs follows:
A. Training Given Through General Accounting Office Facilities

1. GS-7-9 Training Program.— The objective of this program, intro-
ductory training, is to orient new employees to the organization, func-
tions, rules, policies, and procedures of the General Accounting Office
and to the fiscal, legal, accounting, and management processes of the
Federal Government. This training program, which is given in three
phases totaling 16 days, is intended to bridge the gap between education
in accounting and related fields obtained in the colleges and the more
specific professional needs new employeeswill encounter on actual audit
assignments.

2. Intermediate Training Program, GS-9-I1.—The objective of this
program is to present to the professional staff membersin grades GS—9-11
more formal training in the application of the accounting and auditing
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policies and procedures of the Office. The program, which includes a
2-week course and several seminars, specifically covers the following:
Complex audit situations stressing judgment factors and problem-solving
techniques, the techniques and phases of carrying out audit work, the
review of accounting systems, the audit of automatic data processing
systems, and supervisory technigues applying to the work performed.

3. Automatic Data Processing Training Course.—The objective of
this course is to provide special training in (1) automatic data processing
principles and procedures, and (2) related audit responsibilities and
techniques. The basic course in automatic data processing—a pro-
grammed instruction course—has been developed by a machine
manufacturer.

4. Financial Management Systems Training. — With the increased
emphasis upon the improvement of financial management in the Federal
Government, the Office has designed a 2-week course on financial man-
agement systems training for GAO staff members.

The objective of the course is to provide staff members with an under-
standing of management systems with special emphasis upon financial
management systems.

The course covers the subject areas of planning, programming and
budgeting systems; review and approval of accounting systems; coopera-
tion with agencies in the design and installation of accounting systems;
and the review of financial and management information systems. This
course has been given to 180 supervisory accountants during the year.

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

B. Training Given Through Agencies or Non-Government Facilities

In those cases where it is not feasible to train staff members in highly
technical subject areas which increase the professional capabilities of the
staff members, it is necessary to provide them with training outside of the
General Accounting Office. The need for keeping pace and adapting to
constant and rapid changes in the profession generally, and in the Federal
Government specifically, presents a continuing challenge to the Office.
In GAO’s broad responsibilities for evaluating the efficiency, economy
and effectivenessof management performance, it is essential that our
staff be well-informed in modern management systems<€orplanning, con-
trol, and decisionmaking. Therefore, in addition to our in-house training,
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we assign staff members for formal training, both professional and special
purpose training in colleges, universities, other agencies, and inter-agency
programs conducted by the Civil Service Commission.

The special training of staff members in the related audit respon-
sibilities and techniques in an ADP systems environment is provided
through an inter-agency course conducted by the Civil Service Commis-
sion. The General Accounting Office assigned a professional stafi member
full-time to assist in the development of this course on principles and
practices of auditing in the ADP systems environment. Two GAO pro-
fessional staff members are assigned full-time as instructors in the course.
GAO staff members on a selective basis are assigned to this training
course given in Washington and on the West Coast.

During the year, 13 members of our staff took part in either Advanced
Management or Executive Development Programs conducted by
Harvard University, Graduate School of Business Administration;
University of Michigan, Graduate School of Business Administration;
Stanford University, Graduate School of Business; Cornell University,
,Graduate School of Businessand Public Administration; and the Univer-
sity of Pittsburgh, The Graduate School of Business. Eight of the
participants occupied top or senior management positions in our regional
officesand five occupied similar positions on our Washington staff.

Further, in order to increase our professional capability in the area of
planning, programming, and budgeting systems, we sent three upper-
level staff members to a mid-career education program for systematic
analysis to three different universities for a full school year. These staff
members will assist in training others, assist the audit staff, and cooperate
with the agenciesin their specializedareas.

To take care of our operational needs during the fiscal year ended
June 30, 1967, staff members were assigned on a selective basis to vari-
ous subject areas and programs. We assigned a total of 117 staff members
to Civil Service Commission courses as follows: Planning, Programming,
and Budgeting Systems, 27; Automatic Data Processing, 29; Supervi-
sory Training, 32; and miscellaneous courses, 29. In addition, a total
of 174 staff members attended various subject courses or training pro-
grams in other Government agencies, and in colleges, universities,
service institutions and the like.

Six of our attorneys attended the Procurement Law Course of the
Judge Advocate General’s School, Charlottesville, Virginia; one attended
the Civil Service Commission Executive Seminar Center at Kings Point,
New York; and one attended the Program for Supervisors also sponsored
by the Civil Service Commission.
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Training— Technical Staff

During the year, one official of the Transportation Division attended
the Executive Development Program conducted by the Graduate School
of Business Administration, University of Michigan. Two officials par-
ticipated in the Second Executive Seminar on the Computerization of
Freight Rates at the University of Wisconsin. Seven employees of the
Division completed one or more courses in computer systems orientation,
design, and/or programming, for the purpose of developing staff capa-
bility to designand program automated management information systems
and computer methods of performing the transportation audit.

Career Developmenf

The progress and capability of each professional staff member is con-
stantly being reviewed. This program is carried out in connection with
the general control exercised over assignmentsof the staff and with staff
training programs. In addition, we are continuing to work on establishing
standards of staff utilization for each grade level in terms of the audit
and management review functionsas carried out by the General Account-
ing Office. We are also working on the design and installation of an
information system that will more systematically provide data necessary
in the management of our professional staff.

Professional Developmenf and Recognition

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

Thirty-seven members of our staff passed the CPA examination given
by State boards during the fiscal year. During the same period, 42 staff
members received their CPA certificates based upon their having suc-
cessfully passed the examination during the present or prior years and
completed their experience requirements, and nine staff members who
held a CPA certificate rejoined our staff during the year. Four hundred
and twenty-four members of our staff are holders of the CPA certificate
and 58 others who have passed the required examination will receive
their certificates upon completion of their experience requirement.

Many States recognize the professional nature of our work and accept
General Accounting Office experience as meeting their eligibility stand-
ards required for the CPA Certificate. Included in our total number of
CPAs are 252 members of our professional staff who have obtained
their CPA certificate on the basis of General Accounting Office experience
or education, or both.
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At present, in 40 jurisdictions, our auditors may obtain the CPA
certificate on the basis of their experience in the General Accounting
Office or upon fulfillment of educational requirements. However, not all
States accept GAO experience as qualifying. Recognition of our experi-
ence by the remaining States would eliminate the inconsistency now
existing, where members of our own staff in some States are afforded the
opportunity to obtain the CPA certificate while equally competent and
highly qualified professional members of our staff in other States are
denied this opportunity. We are constantly working with State boards
of accountancy and committees of professional organizations to keep
them informed on the professional quality of the work done by the Gen-
eral Accounting Office so as to encourage them to recognize our ex-
perience as acceptable for the certificate. During the past year, the trend
toward recognition of our experience was encouraging.

PERSONNEL MANAGEMENT PROGRAM

In keeping with past practices and in order to keep our personnel
administration program attuned to constantly changing programs and
conditions, we have, throughout the year, continued to review our per-
sonnel policies, practices, and procedures. As a result a number of
Comptroller General’s orders and delegations of authority were revised.
At the end of the fiscal year considerable progress had been made in the
revision of a number of personnel manuals: (1) the “Employee Respon-
sibilities and Conduct Manual” (Personnel Manual, Part 9) which
establishes our internal regulations concerning ethics, conduct and re-
sponsibilities of our officers, employees, and special Government em-
ployees; (2) the “Grievance and Appeal Procedure Manual” (Personnel
Manual, Part 3) which contains the policies and procedures through
which an employee may seek administrative reconsideration of an adverse
action decision and obtain prompt and fair settlement of a grievance;
and (3) the “Leave Manual” which contains the policies and procedures
in administering leave in the General Accounting Office. In adjusting
and revising our policies and practices, we have worked closely with line
supervisors and other employees and have made it a practice to publish
our policies, practices, and procedures with the assurance that each
employee is afforded an opportunity to inform himself concerning all
policies that concern his employment.

Our regular programs of position classification and pay administra-
tion, recruitment and placement, employee performance standards and
evaluation, employee development, employee-management relations
and employee services, and employee recognition and incentives were
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administered vigorously throughout the year. Particular items of inter-
est are set forth in the following paragraphs.

Incentive Awards

This program was revised to give increased recognition to the achieve-
ments of employees and to encourage even greater individual and group
accomplishments. Two new awards were authorized: (1) The Comp-
troller General‘s Award to honor individuals or groups o employees
whose exceptional contributions to the operations of the General
Accounting Office warrant recognition of high order, and (2) The
Career Development Award to honor a limited number of employees
who by their personal efforts in developingtheir careers have contributed
significantly to the public service. Our first Honor Awards Ceremony
was held in our auditorium on June 14 when 118 individual employees
were honored for their superior service and two group awards were
presented. Similarly, 31 employees received honorary awards in the field.
In addition to the honor awards, 145 employees received cash awards
for sustained superior performance.

Approximately 83 suggestions were received during the fiscal year
1967 of which 47 were interdepartmental suggestions. Over 10 percent
of the General Accounting Office suggestionsdisposed of during the year
were adopted and approximately 6 percent of the interdepartmental
suggestions disposed of during the year were adopted. Cash awards
were granted in each case.

High standards of excellence were also recognized by awarding 41
employeesquality step increases for high quality performance above that
ordinarily found in the positions concerned.

Recruitment and Staffing

The General Accounting Office has continued to hire and promote
personnel in accordance with the provisions of the merit system and
with the special objective of improving the status of women. This has
resulted in our recruiting more professional women accountants and
auditors than ever before. During the fiscal year 1967, 51 professional
women were hired in the accounting, auditing, and investigative area
contrasted to 19in the fiscal year 1966. A8 of June 30, 1967, the Office
had 1,185 women on our work force with 106 in various professional
positions and 124 in a number of transportation specialists positions.

We also participated actively in the summer employment program
for typists and stenographers and in the President’s Youth Opportunity
Program.
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The transfer of our function relating to collection action on debts
from our Army Audit Staff in Indianapolis to the Claims Division in
Washington, D.C., was completed by the end of the fiscal year. Of the
employees assigned to this function in Indianapolis, some were trans-
ferred with the function to Washington, others were reassigned within
the General Accounting Office in Indianapolis, and still others were
transferred to the Department of Army, Army Finance Center, Indianap-
olis. There was no loss of grade and salary of those transferred and
reassigned, and all personnel actions were effective on or before June 30,
1967.

Equal Employment Opporiunify

The Office stressed and practiced our policy on equal employment
opportunity asstated in Comptroller General’s Order No. 1.28. A healthy
attitude and high morale isgenerally reflected by members of the minority
groups, and we are pleased to report an increase in occupants of higher
grades of persons belonging to minority groups.

In accordance with the request from the Civil Service Commission,
our Office cooperated in and implemented the Operation MUST
program.

The broad objective of MUST is the maximum utilization of skills
and training in order to improve the efficiency of the work force through
balanced staffing. The program was explained to heads of divisions
and offices, and guidance and assistance were provided to separate from
professional and journeyman positions, where possible, lower level duties
and those requiring lesser qualifications.

Positive action was taken in the following areas: (1) In an organiza-
tion staffed largely by attorneys except for support personnel, it was
determined that a portion of the line work could be performed by legal
assistants, and several such positions were established; (2) in our Trans-
portation Division which is primarily engaged in the auditing of trans-
portation charges against the Federal Government, lower level, routine,
and detailed work was “shredded” from Freight and Passenger Rate
Specialists, Traffic Managers, and other technical positions in an effort
to accomplish a greater volume of work with fewer technicians; (3) in
the wage board category, helper levels were established for the bindery
and carpenter work, and a lower grade entrance level was created for
offset press operators; and (4) trainee positions were established €or
clerk-typists and clerk-stenographers. Refresher courses were provided
in typing and stenography where it appeared that employees and the
agency would benefit.
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Employee Health Benefits Program

In the area of health benefits and services, the Office of Personnel
administered the Federal Health Benefits Program, assuring that all
eligible employees were afforded the opportunity to participate, and
counseled employees on individual problems arising under the Program.
Through the facilities of the Public Health Service, arrangements were
made for immunization and testing programs for employees of the
General Accounting Office for visual acuity and glaucoma, diabetes, and
cancer screening for females; and a continuing program was established
to provide immunization inoculations for influenza, polio, and small
pox and tetanus, as well as special inoculations for employees traveling
on official business in foreign countries. During fiscal year 1967, 206
employees of the General Accounting Office received physical examina-
tions under our Health Maintenance Program. In cooperation with
the American Red Cross, we continued our regular weekly blood dona-
tion program, supplemented by visits from the Bloodmobile on two
occasionswith 150persons participating. Under the Occupational Health
Program, a study was made to determine the availability of health
facilitiesfor our employeesstationed throughout the country, and efforts
were made to provide or improve such facilitieswhere appropriate.

Security Clearance Program

Approximately 400 full-field investigative reports were evaluated
and clearances issued to permit those employees access to classified
material, and the clearances of approximately 1,200 employees of this
Office were reevaluated on a current basis.
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GAO FUNCTIONS AND ORGANIZATION

APPENDIX A-1
THE UNITED STATES GENERAL ACCOUNTING OFFICE
FUNCTIONS AND ORGANIZATION

The General Accounting Office was created by the Budget and Accounting Act,
1921, and is located in the legislative branch of the Federal Government. Since its
establishment, the responsibilities and authorities of the Office have been broadened
by various acts of Congress including the Government Corporation Control Act of
1945, and the Accounting and Auditing Act of 1950.

Functions

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

Auditing. — Auditing the activities, financial transactions, and accounts of the
Federal Government, except as otherwise exempt by law, and reporting to the Con-
gress and the agencies the results of audit work.

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

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

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

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

Special assistance to the Congress.— Making special audits, surveys, and investi-
gations at the request of congressional committees and Members of Congress; fur-
nishing information in reply to inquiries; assigning personnel to assist congressional
committees; and testifying before congressional committees.

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

Organization

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

157



GAO FUNCTIONS AND ORGANIZATION APPENDIX A-1

Accounting and auditing functions:
Office of Policy and Special Studies
Civil Division_

Defense Division
International Division
Field Operations Division
TransEortatlon Division

Legal work:

_Office of the General Counsel

Claimsadjudication and settlement:
Claims Division ] ]

Personnel and administrative functions:
Office of Personnel
Office of Administrative Services

In addition to the headquarters office in Washington, D.C., 44 regional and sub-
regional offices of the Field Operations Division are maintained in cities throughout
the United States. The International Division has a branch office in Frankfurt,
Germany, with a suboffice in New Delhi, India; and a branch office in Honolulu,
Hawaii, with subofficesin Saigon, Vietnam, and Manila, Republic of the Philippines.

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

ing pages.
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UNITED STATES GENERAL ACCOUNTING OFFICE

THE COMPTROLLERGENERAL

OF
THE UNITED STATES

ASSISTANT COMPTROLLER GENERAL

OF THE UNITED STATES

GENERAL COUNSEL

INFORMATION

ASSISTANT TO THE
COMPTROLLER GENERAL
OF THE UNITED STATES

OFFICE OF
THE GENERAL COUNSEL

CLAIMS DIVISION

I

PROGRAM
PLANNING STAFF

ACCOUNTING AND AUDITING DIVISIONS

ADMINISTRATIVE

OFFICE OF POLICY
AND o
SPECIAL STUDIES

CIVIL DIVISION

OFFICE OF PERSONNEL

REPORT
DEPARTMENT
TRANSPORTATION
DEFENSE DIVISION DIVISION

FIELD OPERATIONS
DIVISION

INTERNATIONAL
DIVISION

REGIONALOFFICES ’

ATLANTA LOS ANGELES

BOSTON NEW ORLEANS
CHICAGO NEW YORK
CINCINNATI NORFOLK
DALLAS PHILADELPHIA
DENVER SAN FRANCISCO
DETROIT SEATTLE

KANSAS CITY  WASHINGTON

FOREIGN OFFICES
FRANKFURT, GERMANY
NEW DELHI, INDIA

HONOLULU, HAWAII
SAIGON. VIETNAM
MANILA, PHILIPPINES

159



APPENDIX A-3

REGIONAL OFFICE BOUNDARIES

44VLS LionY AVl B UVYMYH ‘NINTONOH
HONVYE LSV3I d¥vd

ANYWHID ‘LUNINNVEHS
H2Nv¥8 Ny3douna

§321440 HONVHE NIIZYO04

ddlddoans [ ]
371440 vnoioay

pmabay

QMU ¥NVISIN0T

Wi SNYITHO0 MaN

sv1iva

\
L
.q.mﬂﬂukv. So7
s 1
*,
EYSNYY amv‘v
QL ALID SVSNVY 0avione, Va
03515y Y Mo
E.
VLOSANNIN zoem&o
YLOXYQ Hiyon OZ—JAQO
9 -
~ ol
| SNOI93Y 391440 ONILNAOIOY TVHINIS 'S'n |

160



APPENDIX B—LEGISLATION-FECTING THE WORK OF THE
GENERAL ACCOUNTING OFFICE ENACTED DURING THE 89TH AND
9 OTH CONGRESSES, FISCAL YEAR 1967



NEW LEGISLATION AFFECTING GAO

APPENDIX B

LEGISLATION AFFECTING THE WORK OF THE GENERAL ACCOUNTING
OFFICE ENACTED DURING THE 89TH AND 90TH CONGRESSES,
HSCAL YEAR 1967

Access to Records and Audit Provisions

(1) Act of November 2, 1966, To authorize the Secretary of the Interior to develop,
through the use of experiment and demonstration plants, practicable and economic
means for the production by the commercial fishing industry of fish protein concen-
trate, Public Law 89-701, approved November 2, 1966, 80 Stat. 1089, contains the
followingaccess to records provision:

“Sec. 2. (c) All contracts entered into pursuant to subsection (b) of this sec-
tion shall include a clause to the effect that the Comproller General of the United
States or any of his duly authorized representatives shall until the expiration of
three years after final payment have access to and the right to examine any
directly pertinent books, documents, papers, and records of the contractor or any
of his subcontractors engaged in the performance of and involving transactions
related to such contracts or subcontracts.” (80 Stat. 1090)

(2) Allied Health Professions Personnel Training Act of 1966, Public Law 89—
751, approved November 3, 1966, 80 Stat. 1222, contains the following access to
records provision:

“Bec. 796. (b) The Secretary of Health, Education, and Welfare and the
Comptroller General of the United States, or any of their duly authorized
representatives, shall have access for the purpose of audit and examination to any
books, documents, papers, and records of the recipient of any grant under this
part which are pertinent to any suchgrant.” (80 Stat. 1230)

(3) Act of November 6, 1966, To grant the consent of Congress for the States
of Virginia and Maryland and the District of Columbia to amend the Washington
Metropolitan Area Transit Regulation Compact to establish an organization empow-
ered to provide transit facilities in the National Capital Region and for other purposes
and to enact said amendment for the District of Columbia, Public Law 89-774, ap-
proved November 6, 1966, 80 Stat. 1324, contains the following access to records
provision :

“Sec. 6. (d) In carrying out the audits provided for in section 70 (b) of the
Compact the representatives of the General Accounting QOffice shall have access
to all books, accounts, financial records, reports, files, and all other papers, things,
or property belonging to or in use by the Board and necessary to facilitate the
audit, and they shall be afforded full facilities for verifying transactions with the
balances or securities held by depositories, agents, and custodians.” (80 Stat.
1353)

(4) Veterans Hospitalization and Medical Services Modernization Amendments
of 1966, Public Law 89-785, approved November 7, 1966, 80 Stat. 1368, contains
the following access to records provision:

“Sec. 203. (38 US.C. 5055(f)) The Administrator and the Comptroller
General of the United States, or any of their duly authorized representatives, shall
have access, for the purpose of audit and examination, to any books, documents,
papers, and records of the recipient of any grant under this section which are
pertinent to any such grant.” (80 Stat. 1375)
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(5) Economic Opportunity Amendments of 1966, Public Law 89-794, approved
November 8, 1966, 80 Stat. 1451, contains the following access to records provision:
“Sec. 202. Section 202(b) of the Act is amended by adding at the end thereof
a new sentence to read as follows: ‘Such criteria shall include requirements to
assure (1) that each agency responsible for a community action program is
qualified to administer such program and the funds granted to it efficiently, ef-
fectively, and in a manner fully consistent with the provisions and purposes of
this part, having due regard for the size and complexity of such program and the
number of persons and size of the area served; (2) that each such agency is
subject to evaluation of program progress and regular or periodic audits and
that the results or findings of such evaluations and audits are considered by the
agency as well as by the Director in connection with proposals or applications
for the renewal, expansion, or modification of any such program; (3) that each
such agency maintains records and internal controls needed to achieve and docu-
ment compliance with all legal requirements and that all records bearing ex-
clusively on grants made under this part are available to the General Accounting
Office; (4) that each such program is carried on in accordance with standards
and policies, including rules governing the conduct of officers and employees, to
preclude the use of program funds, the provision of services, or the employment
or assignment of personnel in a manner supporting, or resulting in an identifica-
tion of such program with, any partisan political activity or any activity designed
to further the election or defeat of any candidate for public office; and (5) that
the personnel of each such agency are selected, employed, promoted, and com-
pensated in accordance with standards prescribed by the Director, or personnel
plans approved by him, as promoting efficiency and the effective use of funds.” *
(80 Stat. 1457)

Access to Foreign Assistance Program Records

(6) Foreign Assistance and Related Agencies Appropriation Act, 1967, Public Law
89-691, approved October 15,1966, 80 Stat. 1018, provides as follows:

“Sec. 402. None of the funds herein appropriated shall be used for expenses of
the Inspector General, Foreign Assistance, after the expiration of the thirty-five
day period which begins on the date the General Accounting Office or any com-
mittee of the Congress, or any duly authorized subcommittee thereof, charged with
considering foreign assistance legislation, appropriations, or expenditures, has
delivered to the Office of the Inspector General, Foreign Assistance, a written
request that it be furnished any document, paper, communication, audit, review,
finding, recommendation, report, or other material in the custody or control of
the Inspector General, Foreign Assistance, relating to any review, inspection, or
audit arranged for, directed, or conducted by him, unless and until there has
been furnished to the General Accounting Office or to such committee or sub-
committee, as the case may be, (A) the document, paper, communication, audit,
review, finding, recommendation, report, or other material so requested or (B)
a certification by the President, personally, that he has forbidden the furnishing
thereof pursuant to such request and his reason for so doing.” (80 Stat, 1025)

Audit Exempfion for Foreign Coniracts

(7) Act of September 27, 1966, To amend title 10, United States Code, to exempt
certain contracts with foreign contractors from the requirement for an examination-of-
records clause, Public Law 89-607, approved September 27, 1966, 80 Stat. 850, con-
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tairs the following provisions with respect to the exemption of negotiated contracts
in foreign countries from audit requirements:
“Chapter 137 of title 10, United States Code, is amended as follows:

“(1) Section2310(b) isamended—

“(A) by striking out the words ‘or section 2307(c)’ and inserting the
words section 2307(c) ,or section 2313(c})’ in place thereof; and

“(B) by striking out the words ‘or (4)’ and inserting the words “(4)
clearly indicate why the application of section 2313(b) to a contract or
subcontract with a foreign contractor or foreign subcontractor would not
be in the public interest, or (5)’.

“(2) Section 2313 is amended —

“( A) by striking out the word ‘Each’in subsection (b) and inserting the
words “‘Except as provided in subsection (c), each® in place thereof; and

“(B) by adding the following new subsection at the end thereof:

_“(c) Subsection (b) does not apply to_a contract or subcontract with a for-
eign contractor or foreign subcontractor if the head of the agency determines,
with the concurrence of the Comptroller General or his designee, that the
application of that subsection to the contract or subcontract would not be
in the public interest. However, the concurrence of the Comptroller General
or his designee is not required —

‘(1) where the contractor or subcontractor is a foreign government or
agency thereof or is precluded by the laws of the country involved from
madking its books, documents, papers, or records available for examination;
an

‘(2) where the head of the agency determines, after taking into account
the price and availability of the property or services from United States
s_ourc(eg,)that the public interest would be best served by not applying subsec-
tion .

If subsection (b) is not applied to a contract or subcontract based on a determina-
tion under clause (2), a written report shall be furnished to the Congress.’ *’

“Sec. 2. Section 304(c) of the Federal Property and Administrative Services
Act of 1949, as added by the Act of October 31, 1951, chapter 652 (41 U.S.C.
254(c)), is amended by adding the following new sentences at the end thereof:
‘Under regulations to be prescribed by the Administrator, however, such clause
may be omitted from contracts with foreign contractors or foreign subcontractors
if the agency head determines, with the concurrence of the Comptroller General
of the United States or his designee, that the omission will serve the best interest
of the United States. However, the concurrence of the Comptroller General of
the United States or his designee is not required fur the omission of such clause—

‘(1) where the contractor or subcontractor is a foreign government or
agency thereof or is precluded by the laws of the country involved from
me:jking its books, documents, papers, or records available for examination;
an

‘(2) where the agency head determines, after taking into account the price
and availability of the property or services from United States sources, that
the public interest would be best served by the omission of the clause.

If the clause is omitted based on a determination under clause (2) a written
report shall be furnished to the Congress. The power of the agency head to make
the determination specified in the preceding sentences shall not be delegable.’

“Sec. 3. Section 3(b) of the Act of August 28, 1958 (50 U.S.C. 1433(b)) is
amended by adding the following new sentences at the end thereof: ‘Under
regulations to be prescribed by the President, however, such clause may be
omitted from contracts with foreign contractors or foreign subcontractors if the
agency head determines, with the concurrence ofthe Compiroller General of the
United States or his designee, that the omission will serve the best interests of the
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United States. However, the concurrence of the Comptroller General of the
United States or his designee is not required for the omission of such clause —

‘(1) where the contractor or subcontractor is a foreign government or
agency thereof or is precluded by the laws of the oountry involved from
making its books, documents, papers, or records available for examination;
and

“(2) where the agency head determines, after taking into account the
price and availability of the property or services from United States sources,
that the public interest would be best served by the omission of the clause.

If the clause is omitted based on a determination under clause (2), a written

report shall be furnished to the Congress.”” (80 Stat. 850—851)

Audit Provisions

(8) Demonstration Cities and Metropolitan Development Act of 1966, Public Law
89-754, approved November 3, 1966, 80 Stat. 1255, contains the following audit
provision for Federal Home Loan Banks and Federal Home Loan Bank Board:

“Sec. 1016. (c) (6) With respect to its functions under this subsection the
board shall (A) annually prepare and submit a budget program as provided in
title 1 of the Government Corporation Control Act with regard to wholly owned
Government corporations, and for purposes of this sentence, the terms ‘wholly
owned Government corporations’ and ‘Government corporations’, wherever used
in such title, shall include the board, and (B) maintain an integral set of accounts
which shall be audited annually by the General Accounting Office in accordance
with the principles and procedures applicable to commercial corporate transac-
tions as provided in such title, and no other audit, settlement, or adjustment shall
be required with respect to transactions under this subsection or with respect to
claims, demands, or accounts by or against any person arising thereunder. The
first budget program shall be for the first full fiscal year beginning on or after
the date of the enactment of this subsection, and the first audit shall be for the
remainder of the fiscal year in which this subsection is enacted. Except as otherwise
provided in this subsection or by the board, the provisions of this subsection and
the functions thereby or thereunder subsisting shall be applicable and exercisable
notwithstanding and without regard to the Act of June 20, 1938 (D.C. Code,
secs. 5-413—5-428), except that the proviso of section 16 thereof shall apply to
any building constructed under this subsection, and section 306 of the Act of
July 30, 1947 (61 Stat. 584), or any other provision of law relating to the con-
struction, alteration, repair, or furnishing of public or other buildings or structures
or the obtaining of sites therefor, but any person or body in whom any such
function is vested may provide for delegation or redelegation of the exercise of
such function.” (80 Stat. 1294)

(9) Department of the Interior and Related Agencies Appropriation Act, 1968,
Public Law 90-28, approved June 24, 1967, contains the usual provision for audit of
the Trust Territory of the Pacific Islands:

wh X g Provided, That all financial transactions of the Trust Territory,
including such transactions of all agencies or instrumentalities established or
utilized by such Trust Territory, shall be audited by the General Accounting
Office in accordance with the provisions of the Budget and Accounting Act, 1921
(42stat. 23), as amended, and the Accounting and Auditing Act of 1950 (64
Stat. 834): * # * (81 Stat. 63)
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Appropriafioens for GAO

(10) The Independent Offices Appropriation Act, 1967, Public Law 89-555,
approved September 6, 1966, 80 Stat. 663, provides as follows:

“For necessary expenses of the General Accounting Office, including not to
exceed $2,000 to be expended on the certification of the Comptroller General
of the United States in connection with special studies of governmental financial
practices and procedures and including services as authorized by section 15 of
the Act of August 2, 1946 (5U.S.C. 55a), $48,500,000.” (80 Stat. 669)

(11) The Second Supplemental Appropriation Act, 1967, Public Law 90-21,
approved May 29,1967, provided $850,000, for increased pay costs. (81 Stat. 51)

Claims Seftlemenf

(12) Act of September 16, 1966, for the relief of certain civilian employees and
former civilian employees of the Department of the Navy at the Norfolk Naval Ship-
yard, Portsmouth, Virginia, Public Law 89-580, approved September 16, 1966, 80
et 794, contains the following relating to filing of claims in GAO:

“That (a) each civilian employee and former civilian employee of the Depart-
ment of the Navy at the Norfolk Naval Shipyard, Portsmouth, Virginia, who
was determined by the Gomptroller General to have received any overpayment of
compensation for the period from March 1, 1953, to January 29, 1965, inclusive,
or any portion or portions of such period, resulting from a longevity step increase
or increases granted to him through administrative error at such shipyard (which
employees are named and the amount of overpayments made to them are set
forth in the list appearing in file E154699 of the Comptroller General}, is
hereby relieved of all liability to refund to the United States the amount of all
such overpayments (including overpayments of night differential, holiday, and
overtime premium pay) made to him. Each such employee or former employee
who has at any time made any repayment to the United States on account of
any such overpayments made to him (or, in the event of his death, the person
who would be entitled thereto under the first section of the Act of August 3,
1950 (50 U.S.C. 61f), if any such repayment or repayments were unpaid com-
pensation) shall be entitled to have an amount equal to all such repayments made
by him refunded if application therefor is made to the Secretary of the Navy
within two years after the date of enactment of this Act.” (80 Stat. 794)

Federal Claims Collection Act ofF 7966

(13) Act of July 19, 1966, To avoid unnecessary litigation by providing for the
collection of claims of the United States, and for other purposes, Public Law 89-508,
approved July 19, 1966, 80 Stat. 308, provides as follows:

“That this Act may be cited as the *Federal Claims Collection Act of 1966°.
“Sec, 2 In tISAct—
(a) ‘agency’ means any department, office, commission, board, service,
Government corporation, “instrumentality, or other establishment or body
in either the executive or legislative branch of the Federal Government;

(b?1 ‘head of an agency’ includes, where applicable, commission, board,
or other group of individuals having the decision-making responsibility for

the agency.
“Sec. 3. (a{ The head of an agency or his designee, pursuant to regulations

prescribed by him and in conformity with such standards as may be promulgated
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jointly by the Attorney General and the Compiroller General, shall attempt
collection of all claims of the United States for money or property arising out
of the activities of, or referred to, his agency.

“(b) with respect to such claims of the United States that have not been
referred to another agency, including the General Accounting Office, for further
collection action and that do not exceed $20,000, exclusive of interest, the
head of an agency or his designee, pursuant to regulations prescribed by him
and in conformity with such standards as may be promulgated jointly by the
Attorney General and the Comptroller General, may (1) compromise any such
claim, or (2) cause collection action on any such claim to be terminated or
suspended where it appears that no person liable on the claim has the present or
prospective financial ability to pay any significant sum thereon or that the cost
of collecting the claim is likely to exceed the amount of recovery. The Comptroller
General or his designee shall have the foregoing authority with respect to claims
referred to the General Accounting Ofice by another agency for further collec-
tion action. The head of an agency or his designee shall not exercise the fore-
going authority with respect to a claim as to which there is an indication of
fraud, the presentation of a false claim, or misrepresentation on the part of the
debtor or any other party having an interest in the claim, or a claim based
in whole or in part on conduct in violation of the antitrust laws; nor shall the
head of an agency, other than the Comptroller General of the United States,
have authority to compromise a claim that arises from an exception made by the
General Accounting Ofice in the account of an accountable officer.” (80 Stat.
308,309)

General Laws Made Specially Applicable fo GAO

(14) Act of September 6, 1966, To enact title 5, United States Code, “Govern-
ment Organization and Employees”, codifying the general and permanent laws
relating to the organization of the Government of the United States and to its
civilian officers and employees, Public Law 89-554, approved September 6, 1966, 80
Stat. 378, sectionsapplicable to GAO as follows:

Secs. 5108 (c) ; 5511; 5564; 5582; and 37 U.S.C. 554.

Equitable Claim

(15) Act of September 17, 1966, For the relief of Vernon M. Nichols, Private
Law 89-309, approved September 17,1966.

“That the Comptroller General of the United States is authorized and directed
to settle the claim of Vernon M. Nichols, 8208 Valewood Court, Orangevale,
California, for salary covering the period April 13, 1965, to June 12, 1965, inclu-
sive, and for reimbursement of travel expenses from McCook, Nebraska, to Car-
michael, California, incident to employment by the Bureau of Reclamation in
the Job Corps program, and to allow in full and final settlement of the claim
the sum of $1,752.36. Such amount shall be payable from the appropriation
which otherwise would have been chargeable with the salary and travel expenses
during the period in question. The Comptroller General of the United States
is further authorized and directed to relieve Vernon M. Nichols from all liability
to refund to the United States the sum of $65 expended in his behalf for air-
plane travel on April 12, 1965, from Denver, Colorado, to Sacramento,
California.”
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Presidential Election Campaign Fund Acf

(16) Foreign Investors Tax Act of 1966 and Presidential Election Campaign
Fund Act of 1966, Public Law 89—-809, approved November 13, 1966, 80 Stat. 1539,
provides as follows:

“Sec. 303(3) Limitations. —

“(A) No payment shall be made under paragraph (1) into the treasury
of a political party with respect to any presidential campaign unless the
treasurer of such party has certified to the Comptroller General the total
amount spent or incurred (prior to the date of the certification) by such
party in carrying on such presidential campaign, and has furnished such
records and other information as may be requested by the Comptroller
General.

“(B) No payment shall be made under paragraph (1) into the treasury
of a political party with respect to any presidential campaign in an amount
which, when added to previous payments made to such party, exceeds the
amount spent or incurred by such party in carrying on such presidential
campaign.

“(4) The Comptroller General shall certify to the Secretary of the Treas-
ury the amounts payable to any political party under paragraph (1). The
Comptroller General’s determination as to the popular vote received by any
candidate of any political party shall be final and not subject to review. The
Comptroller General is authorized to prescribe such rules and regulations, and
to conduct such examinations and investigations, as he determines necessary
to carry out his duties and functions under this subsection.”

“Sec. 304. (a) There is hereby established an advisory board to be known as
the Presidential Election Campaign Fund Advisory Board (hereafter in this
section referred to as the ‘Board’). It shall be the duty and function of the Board
to counsel and assist the Comptroller General in the performance of the duties
imposed on him under section 303 of this Act.

“(b) The Board shall be composed of two members representing each political
party whose candidate for President at the last presidential election received
15,000,000 or more popular votes as the candidate of such political party,
which members shall be appointed by the Comptroller General from recom-
mendations submitted by each such political party, and of three additional mem-
bers selected by the members so appointed by the Comptroller General. The
term of the first members of the Board shall expire on the 60th day after the
date of the first presidential election following the date of the enactment of this
Act and the term of subsequent members of the Board shall begin on the 61st
day after the date of a presidential election and expire on the 60th day following
the date of the subsequent presidential election. The Board shall select a Chair-
man from among its members.” (80 Stat. 1589—-1590)
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AUDIT REPORTS [SSUED

APPENDIX C-1
NUMBER OF AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1967 *

- Committees | Agency
Congress? | or Members | officials!
Total of Congress?
Civil departments and agencies: ¢
Civil departments ... 307 68 46 193
Independent agencies - - 149 31 33 85
Legislative branch ... ... - 18 2 13 3
474 101 92 281
Military departments: s
Department of Defense cacemeemecamecameamanna- 109 21 42 46
Department of the Army o o.oeeoeoeeacanaees 89 8 12 69
Department of the Navy 85 4 7 74
Department of the Air Force . 107 7 7 93
390 | 40 ; s | 289
International activities.-. - eeeeeeeeeeemcmmmmcmmcmnaa- 73 14 ‘ 43
Government-wWide. - oueeeccemmceea e 16 19
Organizations outside the Federal Qovernment...... 22 2 8 0
| 2
NoOTES:

1 A detailed listing of these reports is contained in the following table. Substantially identical reports
listed more than once have, for the purposes of this table, been counted as one report.

2 Reports submitted to the Congressare addressed to the President of the Senate and the Speaker of the
House of Repr-sentatives. Copies are sent to the Secretary of the Treasury; the Director, Bureau of the
Budget; the Senate and House Commuttees on Appropriations; the Senate and the House Committees on
Government Operations; the appropriate legislative committees in the Senate and the House: Members
of the Congress from the districts in which the activities reported are located; others in the Congress as
requested; the President of the United States as appropriate; the agenciesreported on; and others directly
affected. Synopses of these reports will be found in Appendix C-3, beginning on page 212.

3 Includes reports addressed to officers of the Congress.

4 Comprises reports addressed to heads of departments or agencies, to other officials at department or
agency headquarters, to department or agency officialsat regional or other local offices, or to commanding
officersat military installations.

& Exclusive of international and Government-wide activities which are listed separately.
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APPENDIX C-2
AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1967

Addressee and date {ssaed

Refersns commit
tees Gr | Agency
Congress | Member | officials

CIVIL DEPARTMENTS

Department of Agriculture:
Agrieultural Research Service:

Need to strengthen controls over use of modified live virus
vacelnes in the hog cholera eradieation program. ...ea.... 13319: 41867 | iewmmen | memmmnaaa

Settlement of sccounts of accountable officers, Northern
Administrative Division, Minneapolls, MinBu.ocaeeaeac|________ | ceemmcaec|ommamnees 5-31-67

Agricultural Stabilization and Conservation Service and
Commodity Credit Corporation:

Opportunity to reduce costs of providing protection from
heat and cold on shipments of certain perishable com-
modities, 114824 | 8-10-66 |.oeee---

Need to further revise regulationsto minimize loss of pro-
ceeds to the Government under the wheat marketing
allocation Program. - o e e oo oo ae o eeenne 159905 | 13- 766 [-cccocmus | ccmmmcman

Comparisonof costs of storinggrain on the fam with rates

o] T 114824 | 11-28-66 |-coeen---
Examination of financial statements of Commodity

Credit Corporation for fiscal year 1966 <o ccceccccaeee 114824 | 8-13-67 |acvcecmnn | mmmmcana-
Certain lossesincurred during 1965and 1966 by Commodity

Credit Corporation in disposing of out-of-condition

commodities
Review of selected aspects of tho financial management

system. 11581 | wcmmmmmec|mmnaaens 9-20-66
Review of selected automatic data processing activities in

the Washington, D.C., area. ..-eccceeemaccmcccmcemmsmmem=| oo | meecmceeefeeecmaeas 10-28-66
Survey of selected aspects of the automatic data processing

system at ASCS Commodity Office, New Orleans, La-...|__....._. | -;ccceeoc|omcaccman 10-31-68
Need for more effective procedures to detect overcharges

of transportation eXPENSeS. . - vacauvemaeeccenacanccccommnalcmmmaaacs | =m=mmmamn|ommmeame- 12- 8-66
Opportunities to reduce interest costa by expeditingdeposit

O CONECIONS. - ccn e | | ememcecee] s 3-31-67
Review of livestock feed program in the State of South

.................. 7-29-66

___________________________ 4-24-67
Traffic management operations relating to shipments of
processed commodities by the Minneapolis Commodity
[0 11 To: U 133056 | =mmemacanfocccccmnn 5-25-67
Settlement of accounts of accountableofficers:
Colorado State Office, Denver, Colo. . .o.veeoumeeeanennnen
Management Field Office, Karsas City, MO-ceee-ccvueo.
Consumer and Marketing Service:
Opportunities for reducing costs of transporting donated
commodities to State agencies. .- - -ceocceceeaaanns e 133056 | 12-28-66 [-oeooieen [ cooeonas
Distribution of Government-donated food commodities in
selected countiesin Pennsylvania . ....cooeooooeoocaaaaoe 13805¢ | 2-2B67 [ocececces | comemeeee
Analysis of data on certain aspectsd milk marketing in the
southeastern Florida area (request of chairman, Inter-
governmental Relations Subcommittee, House Commit-
tee on Government Operations) . 160741 | oooeios 2-10-67 | ..._.___.
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Addressee and date issued

Referenc Jommit
teesor | Agency
Songres /Ienéfber officials

Jongres

CIVIL DEPARTM ENTS—continued

Department of Agriculture—Continued
Consumer and Marketing Service —Continued
Settlement of accounts o accountable officers, Field Oper-
ations Branch, Hyattsville, Md, and Fiscal Control
Branch, Washington,D.C ... . ... oooiiiiiiai i | coimccei | meciei | e 10-13-66
Farmers Home Administration:
Reviewof effort tocollect orotherwisesettlecertaindebtors’

ACCOUNTS. - - o o e e e e 114878 | 1-11-6 | il ceeeeeen
Allegation concerning advance of loan funds (request of

Congressman GeorgeV. HaNSem) .« cceueueaeeeaaccaaannn 161608 [ ... 6-20-67 | -covecnan
Review of selected loans made to associationsfor the pur-

pose of developingrecreational facilities- L N I 0-26-66

Federal Crop Insurance Corporation:
Examination of financial statements for fiscal year 1966... 14834 | 1-26~6" | oo | ceeeeennn
Review and approval of appropriated fund accounting

1711 VU - 1SS R @ 5-67

Federal Extension Service:

Settlement d accounts of accountable officers, Washington,
L VOO g PR 1-12-67
Forest Service:
Need for effective controls over timber-cutting practices in
Pacific Northwest Region_au..ceeeeeeeeoaerraacccaaaan 125053 | 9-18-6¢ | oo | cceecceen
Need to resolve differences in procedures used by Federal
timber management agenciesin appraisingtimber offered
for salein the Department of Agriculture and the Depart-
ment of the Interior R 125063 | 12206t | cooooii| cemmmenan

tazes to the Forest Service, two are wasted (request of

Congressman Compton I. White,Jr.)_..._................ 125058 | .o---... 8-3-66 | .-coeuen
Information concerning the sale of federally owned timber
(request of Senator E. L. Bartlett) .. ...............o... NCUIZCH R 1- 366 [ coocmeenn

Comments on certain statementsrelating to a report of the
0&C Advisory Board on question of sealed vs. oral
auction bidding for Federal timber (request d chairman,
Subcommittee on Natural Resources and Power, House
Committee on Government Operations). .....c.oeeueeonn 125053 | o 1-9-67 | coomemans

Inquiry concerning policy of allowing a 6 percent margin for
profit and risk in pulpwood logging (request of Congress-
man John A Blatnik). 161316 | \cceen-. 6-22-67 | \ocooene.

Methodsused to developtimber saleappraisal guidelinesin
Region 10, Juneau, Alaska . oo oooouoceiicaocccacaean | cceemeee | e | s 10-21-66

Need for improving performance evaluations of bureau
scalers who measure national forest timber in the Pacilic

Northwest RegiON. . u.veuuniirieii i 125053 | ool | ieeoool 11-18-66
Rental rates and utility charges for Government-owned

quarters and utilities furnished t0 employees - _..___ | —ceeeco | il | aoooaol 6-19-67
Settlement of accounts of accountable officers, Region 4,

Ogden, Utah........._.... oo oo | ecee | e 10-17-66

Rural Electrification. Administration:

Investigation concerning alleged improprieties involving
three cooperative borrowers of REA (request of chair-
man, Subcommittee on Department of Agriculture and
Related Agencies, Senate Committee on Appropriations).. 159208 | oeoeeo- 0-21-66 | neeoneee
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Addressee and date issued

seference Jommit
tees or A#en_c
Jongress Iem%Jez: officials
)onogres
CIVIL DEPARTMENTS—continued
Department of Agriculture— Continued
Soil Conservation Service:
Settlement of accounts of accountable officers, State offices:
Montana. - - ..o M| e 12-15-66
New Hampshire R P, 11- 6-66
OKlahoma. . ... coooeres et | emcmmee e 4- 7-67
...... I [, 1- 6-67
Information concerningcertain programs of the Agricultural
Stabilization and Conservation Service and the Farmers
Home Administration (request of chairman, Subcom-
mittee on Department of Agriculture and Related
Agencies, House Committee on Appropriations). ......... 160827 |...cooene 2-28-67 | oo
Accounting systems for Office of Management Services,
Agrieunltural Research Service (Working Capital Fund),
and Foreign Agricultural Service returned for revision....| 115317 |._....... | .occo... 4-28-67
Department of the Army, Corpsof Engineers {civil functions):
Policies and procedures followed in determining the size of
the New Second Lock at Sauit Ste. Marie, Mich............ 118634 | 10-19-66 | ..___...
Need for improving procedures to ensure compliance with
law regarding deposition of industrial waste solids into
navigable waters. 118634 | 12-29-66 | ..ooocol | aoeooooe.
Planned Federal contribution toward the cost of the State-
constructed Del Valle Dam and Reservoir, Alameds
County, Calif. .. e 118634 { 1-31-67 | .._.___.
Procedures for development of Federal lands at reservoir
projects for public recreation. .. ... ooaiiiiiiiiiaieoo.. 118634 |- vecace | oceeeen 8-17-66
Inadequacy of charges for meals served to transients on board
floating plants-. ... S| 118634 e | e 11-21-66
Settlement of accounts of accountable officers, District offices:
Albuquerque, N. Mex.; Fort Worth, Tex.; Galveston, Teg..| .ococcoe |occaeccan | eemeaee 8- 9-66
Anchorage, Alaska. . .o oo ceeiaaciie e e | e E- 2-67
Baltimore, Md.... 11- 4-66
Honolulu, Hawaii 3-17-67
Kansas City, MO.- ... oo 8-22-66
Little Rock, Ark.. 1-30-67
New Orleans, La. .o e e e e 2- 8-67
Saceramento, Calif._. . .. | e e 8- 9-66
Savannah, Ga. .. oecc e e e 6-19-67
8t. LOUIS, MO - oo cemm e cm e 7-12-66
Walla Walla, Wash. ..o i | e el | e 12-27-66
Department of Commerce:
Bureau of the Census:
Information on Home Fallout Protection Survey (request
ofCongressman Donald M. Fraser)..-...occceoceeeannn.. 160084 |_____.___ 11-14-6¢ | .-
Settlement of accounts of accountable officers, Denver
Region, Denver, ColO. oovooiemmiiiiii e i e 10-21-66
Environmental Science Services Administration:
Contract for a study relating to achieving economicdevel-
opment by use of continental shelf resources (request of
chairman, Senate Committee on Commerce).........--.. 160368 [-wccmou-on 4-19-67 | ooooooe
Noncompetitive procurements of portable echo sounders
by the Coast and GeodetiC Survey..ocuuemcoceaecaaaaa.. 133188 |accccee | ecmmeee 0-22-66
Savings attainable through purchasing rather than leasing
an aircraft used for aerial photograph operations...._._...! ...V .. 2-28-67
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Addressee and date issued

Congress

Commit-
tees or
Member:

[
Congress

dgency
»ificials

CIVIL DEPARTMENTS—continued

Department of Commerce — Continued
Environmental Science Services Administration — Continued

Accounting system of the Coast ahd Geodetic Survey..___.

Settlement of accounts of accountable officers:

Alaska Region, Anchorage, Alaska____.

Eastern Region. New York City, N.Y __

Western Region, Salt Lake City, Utah. oo covaianan.
Maritime Administration:

Policy and practices relatiig to requirements for perfor-
mance and payment bonds on certain ship construction
contracts........ -

Information on whether it would not be more economicalto
continue operating the NS SAVANNAH than to re-
commissionand operatean older vessel from the mothball
fleet (request of Senator Harry F. Byrd, Jr.) o ocooomool,

Settlement of accounts of accountable officers, Atlantic
Coast District, New York, N.Y . .uo e iecccaecaacans

National Bureau dof Standards:

Settlement of accounts of accountable officers, Central

Office, Washington, D,C. oo oo or o iiiiiiciiaaaan,
Patent Office:

Settlement of accounts of accountable officers, Central

Office, Washington, D.C. . ... i iiiiiaaan,
Department of Health, Education. and Welfare:
Office of the Secretary:

Settlement of accounts of accountable officers, Region VI,

Kansas City, Mo.-- - —
Office of Education:

Selected aspects of administrative determinations made in

implementing sections 8 and 14 of Public Law 815, as

owned housing constructed under section 10 of Public
Law 815 and operated by local educational agencies at
Gauado and Grand Canyon, Ariz.....ococcooeeinanns
Food and Drug Administration:
Settlement of accounts of accountable officers, District
offices:
Kansas City, Mo D [, [
St. Louis, Mo - —
Public Health Service:
Financial administration of selected grants for health serv-
ices made to the State of Ilineis.ce.oooonioinioaenn
Charges for Government-owned quarters at Mount Edge-
cumbe, Alaska .. -
Need to establish fees for furnishing abstracts of medical
records and related servicesto private parties.-....c.-..-
Financial administration of selected grants for health serv-
ices made to the State of Indiana........c.cococoioaaaans
Review of accounting system o Communicable Disease
Center, Bureau of State Services - - c.c.oovoceeeaaanan
Review of selected activities of the Plant Engineering
Branch, Division of Research Services, National Insti-
tutes of Health. .o oo ameaaes

11-29-66

8-10-66

8-30-66

8-30-66

9-23-66

11- 7-66

5-11-67

10-20-66
8-24-66
8-30-66

3-20-67

2-27-67

6-20-67

52267
5-22-67

12- 5-66

177



AUDIT REPORTS ISSUED

APPENDIX C-2

Referen:

Addresses and date issued

Congre:

Comimi

tees a

Membe
of

Congre

Agency
officials

CiviL DEPARTMENTS-continued

Department of Health, Edacation, and Welfare — Continued
Public Health Service— Continued

Greants for support of biomedical computer centers, Ns-
tional Institutes of Health- - .o ooooooecilitl

Research grants to Detroit Institute of Cancer Research
and Child Research Center of Michigan.................

8alnt Elizabeths Hospital:

Review of selected administrative and financial procedures

Social Security Administration:

Review of certain aspects of social security benefit overpay-
ments ~ _ =mem-

Reimbursement of sale-leaseback rentals nuder the Medi-
care program (request of chairman, Senate Committeeon
Finance) o mmmmemes

Allowances for donated services s a cost of providing hos-
pital services under Title XVI1I of the Social Security
Act (request of Senator Clinton P. Anderson)...........

Procedures for processing appeals of denials of disability
insurance benefits. .ol

Vocatlonsl Rehabilitation Administration:

Control and distribution of reports resulting from research

and demonstration grants. ..o coeoeoiiiiii e
Welfare Adminlstration:

Recovery procedures relating to excess funds accumulated
under an insarance contract for the medical care of old-
age assistance recipients in the Stateof Texas

Pricing methods used by various States in the purchase of
prescribed drugs under federally aided public assistance

Programs .- . .= . . -
Work registration under Federal-State aid to dependent
children of unemployed parents in the State of Ohio.....
Examination into alleged improper practices in providing
nursing home care and controlling payments for pre-
scribed drugs for welfare recipients in the State of Call-
fornia (request of chairman, Subcommittee on Health
of the Elderly, Senate Special Committee on Aging).....
Inquiry concerningthat welfaredrugsprescribed forhospital
out-patients be filled at hospital pharmacies whenever
possible:

Request of Senator Clifford P. Case......cceeveeeeeennn.
Request of Senator Harrison A. Williams, Jr_ .. -.._..__.
Inquiry intoalleged improper practices in providing nursing
home care, medical services, and prescribed drugs to old-
age assistance recipients in the Cleveland, Ohio, area
(request of chairman, Subcommittee on Long-Term Care,
Senate Special Committee ON Aging). ..oeeeenvnnnnnnn....
Participation in selected aspects of the infirmary careunder
the medical assistance for the aged program in Oakland
County, Mich.. e [,
Referral of dlsabled Welfare remplentsto vocatioual rehabili-
tation agencies for possible rehabilitatia. ~  ___.._....
Federal financial participation in cost of public home in-
firmary care under the medical assistance for the aged
program in New YOrK Cityoeocceemeroceiiiee .
Procedures for determining eligibility of recipients under

public assistance programs in the State of Missouri.......
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142987

161602

114836

166454

114836

150569

114836

114836
114836

114836

1-31-67

4-28-67

§-20-67

3-31-6

8-20-6

8- 8-6¢

8-22-6¢
8-25-6¢

3-31-6i

3 2-87
6-30-67

4 7-67

9-28-66

5-17-67

6-22-67
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referenc

Addressee and date issued

‘ongress

tees or

Commit-
MemPem

o
Congress

Agenc
oﬁ%cialg

CIVIL DEPARTMENTS—continued

Department of Housing and Urban Development:
Federal Housing Administration:
Possible savings by discontinuing the purchase of public
liability insurance coveringacquired property.........__.
Examination of financial statements for fiscal year 1965. ...
Savings possible by consolidating management of acquired
residential properties, Federal Housing Administration
and Veterans Administration.-. ... oo.ocoooo. -
Need for strengthened procedures to reduce the number of
extra final inspections on newly constructed houses- - ....
Statistics regarding multifamily housing programs (request
of chairman, Permanent Subcommittee on Investiga-
tions, Senate Committee on Oovemment Operstions)....
Information concerning certain allegationsmade regarding
the Federal Housing Administration:
Request of CongressmanOgden Reid......_......__.....
Request of Congressman Richard D. McCarthy. _.......
Allegations concerning the transfer of insured houses and
the related activities of a speculator operating in Wichita
Falls, Tez., and in other areas (request of chairman, Sub-
committee on Qovemment Activities, House Committee
on Qovemment Operations). ..o .oo.o.meemmmncmaaaeas.
Reply regarding a letter from certain residents of Rossmoor
Leisure World in Laguna Hilis, Calif. (request of Senator
George MUrphy) .. .. oeee e ceicecce .
Approval of questionable allowancesfor builder's and spon-
sor's profit-and-risk allowance for Walnut Tower project
in Kansas City, MO- - c e eom e
Federal National Mortgage Association:
Examination of financial statements for fiscal year 1965...--.
Housing Assistance Administration:
Maintenance employment classifications and wage rates at
selected local housing authorities
Examination of financial statements for fiscal year 1966......
Opportunities for reducing Federal contributions by maxi-
mizing investment of excess funds held by local housing
AULhOTItIeS. —eoe oo e
Follow-up inquiry concerfitng the use of brick in construct-
ing low-rent housing projects (request of Congressman
Edwin E. Willis)
Tenant eligibility and admission policies and practices of
the Cleveland Metropolitan Housing Authority (request
of Congressman Charles A, Vanmik) - ocuoooameoooo.
Organization of the Cleveland Metropolitan Housing Au-
thority and controls over the Authority's operations
(request of Congressman Charles A. Vanik)-ceeecevena--.
Controls over construction of an office building by the
housing authority o the city of Los Angeles.cmeooooono_-.
Certain aspects of personnel staffing at three local housing

authoritiesin Region I, New York, N.Y

114860
114860

156010

114860

114860

114860

114860

159170

158910

114860

114828

118718
114863

118718

118718

118718

118718

8-15-66
5-31-67

5-31-67

6-12-67

.1-28-66
1-31-67

1-31-67

8-23-66

9-21-66
10-18-66

10-21-66
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Commit
tees or
Congress { Member
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CIVIL DEPARTMENTS—continued

Department of Housingand Urban Development— Continued
Renewal Assistance Administration:
Certain policiesand practices followed in approving claims
for noncash grant-in-aid credits..c.co.cooociieaioaeaioo.
Information relating to certain parcels of property located in
urban renewal areas in Cleveland, Ohio (request of
Congressman Charles A. Vanik)
Information on certain property approved for acquisition
in urban renewal projects in Cleveland, Ohio (request
of Senator Frank J. Lausehe) o - -coeeoeocceoommeanan..
Information relating to property located in the University
Rosedale urban renewal project in Kansas City, Kans.
(request of Congressman Bob Dole). . ..ccoooeoaeeo ...
Review of Maline Creek urban renewal project, Kinloch,

Need to strengthen procedures for evaluating effect of
redevelopment changes on urban renewal project land
diSPOSItiON PriCes.. oo oo oo e

Settlement of accounts of accountable officers:

Region II, Philadelphia, Pa.....ccoovoeeeooaaaanaoo
Region VI, Ban Francisco, Calif
Department of the Interior:
Office of the Secretary:

Analysis of costs and contents of the annual reports of the
Secretary o the Interior, 1962 through 1965 (request of
chairman, House Committee on Government Operations)

Bonneville Power Administration (including construction
and operating activities of Army Corps o Engineers and
Bureau of Reclamation):

Examination of financial statements of the Columbia River
Federal Power System for fiscal year 1966. - ..o..___.

Duplication of streamflow and weather forecasts.. .........

Bureau of Indian Affairs:
Settlement of accounts of accountable officers:

Area Offiass:
Aberdeen, 8. Dak . _ . . o -
Billings, Mont_ . -,
Gallup, N. Mex
PhoenixX, ATz . e
Portland, Oreg. .-« ccemn oo

Branch of Plant Design and Construction, Albuquerque,

Bureau of Land Management:
Examination into certain proposed land exchanges for the
Point Reyes National Seashorein Caliiornia:

Request of Senator Wayne Morse. .o -oeooooooooenoao.
Request of Congressman Robert B. Duncan_.......__._.
Request of Congressman Wendell Wyatt. . .._.......____.
Procurement of housetrailers. ... . ________..______
Settlement of accounts ofaccountable officers,Denver Sew-
ice Center, Denver, Colo__ [

118754

118754

118754

118754

118754

159748

114858

157902
157902
157902
114815

10-31-66 {.___.___.

.......... 12-20-6¢

.......... 12-28-6¢

.......... 11-10-6¢

1-20-67

6- 2-67
6-16-67

1- 6-67
1-12-67
8-20-66
1-10-67
6-20-67

9-21-66
2- 7-67
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CIVIL DEPARTMENTS—continued

Department of the Interior— Continued
Bureau of Mines:
Cooperative agreements pertaining to research, Twin Cities

Research Center, Minneapolis,Minn_....___._._.__._____

Settlement of accounts df sccountable officers:

Administrative Offices, Pittsburgh, Pa., and Mount
Hope, W. Va

Helium activity, Amarillo, Tex.

Bureau of Outdoor Recreation:
Controls over revenues deposited in the Land and Water

Conservation Fund

Bureau of Reclamation:
Projected power revenues expected from sales of excess

capacity of the Missouri River Basin Project -o—.-.._.__/
Utilization and retention of land at Prineville Reservoir,

Crooked River Project inOregon —

Report on the practicability of constructing the irrigation
features of the Seedskadee Project in Wyoming ...
Settlement of accounts of accountable officers:

Regional offices:
Billings, Mont
Boise, Idaho-.
Denver, Colo.
Salt Lake City, Uah oo

Chief Engineer’s Office, Denver, Col

Muissouri-Oake Projects Office,Huron, 8. Dak -....______

Missouri-Souris Project Office, Bismarck, N. Dak. ......

Geological Survey:
Procurement o equipment for implementing automation
of water data records
National Park Service:
Settlement of accounts of accountable officers, Western
Regional Office,8an Francisco, Calif - oo oo __
Office of Territories:
Saleof federally owned electricpower and salt water distilla-
tion facilitiesto the Government o the Virgin Islands ...
Auditing activities in American Samoa, Guam ,the Trust

Territory of the Pacific Islands, and the Virgin Islands

(request of chairman, Senate Committee on Interior and

Insular Affairs)

U.S. Fish and Wildlife Service:
Bureau of Commercial Fisheries:
Settlement of accounts of accountable officers:
Region 1, Seattle, Wash
Region 3, Gloucester, Mass. -
Hawaii Area Office .
Bureau of Sport Fisheries and Wildlife:

Unauthorized use of management and investigations of
resources fundsfor new construction..._...............

Purchase of lands for the Kootenai National Wildlife
Refuge in Boundary County, Idaho (request of Senator
Leu B. Jordan)

Policies and procedures followed in paying cash allow-
ances to certain employees for the acquisition and re-
placement of uniforms eee——— —_—

Settlement of amounts o4 accountable officers, Boston,

Mass.

118678

58303

114841

157923

11- 2-66

......... 10- 3-66

________________ 6~ 1-67

........ 3-9-67

92266 | ocemee-. |

— 8-23-66

11-29-66
1-26-67
3- 267
2-28~67

12-27-66

1-12-67
1-10-67

4-1:1067
12-16-66
12- 9-66

11-30-66

. 1-13-67
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C1VIL DEPARTMENTS—continued

Department of the Interior— Continned
Accounting systems o 10 organizational components of the
Department returned for revision. . ..o ocooocooioiaain.
Department of Justice:
Bureau of Prisons:
Settlement of accounts of accountable officers:
Federal Correctional Institution. Seagoville, Ter

159613

6-23-67

Federal Correctional Institution, Terminal Island, Calif
U.8. Penitentiary, Lewisburg,Pa.......cccoooooiiioon

U.S. Penitentiary, MeNei! Island, Wash
Federal Prison Industries, Inc.:
Examination of financial statements for fiscal year 1966. .
Need to revise certain accounting practicesand to define
and limit financial responsiblitieSase-uacacoccmcaaeaa-.
Review df certain finaneial management activities:
Danbury, Conn..

114826

114826

6- 9-67

MeNeil Island, Wash
Seagoville, Tex

5-26-67
4-21-67

Tallahassee, Fla

5-31-67

Terminal Island, Calif.--

4-25-67

Immigration and Naturalization Service:
Review and approval of accounting SysteMesaeecceeemeee--.
Settlement of accounts of accountable officers:
Regional offices:
Burlington, V't

157162

41867

12-19-66

8t. Paul, Minn

1- 9-67

Need to improve contracting procedures for employment of
appraisers to value Indian lands

Policies and procedures for collecting judgments, fines,
penalties, and forfeitures. .

Need for certain improvements in the utilization of reproduc-
tion machines in Washington, D.C

169135

163761

8- 9-66

6-16-67

Check issuing functions performed by U.S. Marshals. - - -----.
Department of Labor:
Department-wide:
Review of selected financial management practices...__...
Information regarding the award and financing of an
on-the-job training contract to the Del Paso Heights
Businessmen’s Committee, Inc., of Sacramento, Calif.
(request of Congressman John E. MOSS)«cveeseaecnnncane.
Potential savingsthrough use of competitive bid procedures
for procurement of moving services
Office of the Solicitor:
Determinations of wage rates for construction of Carters
Dam, Gsa-
Bureau of Employment Security:
Need formore effectiveactionto correct conditionsdisclosed
by internal audits.
Potential benefits from quarterly collections of Federal
unemployment taxes, Department o Labor and Depart-
ment of the Treasury.
Need for strengthening procedures to ensure salary com-
parability for State employment security agencies, State
of Georgia Employment Security AGeNCYa-eumeueacacan-.

182

133337

133182

133285

1-17-67

1-24-67

138182

2-14-67

4-27-67
E 9-67
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CIVIL DEPARTMENTS—continued

Department of Labor — Continued
Bureau of Employment Security — Continued

Use of automatic data processing equipment for federally
financed servicesin the State of California.........__...

Questionable practices of certain State employment security
agencies in recording obligations against fiscal year 196!
fUNdS. - oo,

Bureau of Employees” Compensation:

Disability compensation payments under amendments tc
the Federal Employees’ Compensation Act............

Need for prompt adjustment in compensation payment!
to injured Federal employees from total to partial dis
ability rates - J—

Potential savings attainable through improved contro
over computations of disability compensation...._.....

Bureau of Labor Statistics:
Practices used in preparing the Consumers Price Index- ..
Labor-Management ServicesAdministration:

Certain activities related to administration and enforce
ment of the reporting and bonding provisions of the Wel
fare and Pension Plans Disclosure Act and the Labor
Management Reporting and Disclosure Act of 1959._._

Contracting for on-the-jobtraining of bus drivers in Chicago
11l., under Manpower Development and Training Act 0
1962

Implementation o revised guidelines emphasizing increasec
hours of weekly instruction for institutional training unda
the Manpower Development and Training Act 0f1962_...

Post Gfice Department:

Program for replacement and procurement of motor vehicles.

Savings available if uniform items are furnished to postal em
ployeesin lieu of allowances .. -« ocuoooo o oot

Potential savings through changesin legislationaffectingcom
pensation of rural carriersand consolidation of rural routes.

Policies and procedures used in determining the administra
tiveofficespace to be provided in major postal facilities. . ...

Potential savings available through establishment of gasolini
outlets at certain postal installations_..____.....___...

Potential savings available in manpower costs of raiiwas
post offices. .. .. e S e —

Criteria used in determining that the Phoenix, A&., P 0~
Office will have space in excess of requirements (request 0
Congressman Sam Steiger). oo oo m oo

Selected aspects of the staffing and functions of the posta

regional offices (request of chairman, Subcommittee o1

Departments of Treasury and Post Officeand Executivi

Office, House Committee on Appropriations) .........._..

Selected aspects of labor-management program (request o
chairman, Subcommittee on Departments of Treasury anc

Post Office and Executive Office, House Committee or

Approprlations) .« oo ioo o il

282-114—868—-—13

133182

133182

157593

157593

157593

160557

146879

146879

114874

124597

114874

153129

159072

157910

153129

159768

159768

12-14-61

1-12-6.

6-28-6'

3-14-6'

12-27-6(

2-15-6

2-23-6'

2-23-67

2-23-67

9-30-66

12-29-66

183
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Aﬁgcl 21

CIVIL DEPARTMENTS—continued

Post Office Department— Continued

Duties and functions of postal inspectors and ¢ertain regional
office personnel (request of chairman, Subcommitteeon D e
partments of Treasury and Post Office and Executive
Office, House Committee on Appropriations) ...

Information regarding the authority or legal requirement for
reimbursing the Department's site acquisition fund out of
appropriations (request of chairman, Subcommittee on De-
partments of Treasury and Post Office and Executive
Office, Senate Committee on Appropriations) - --

Certain aspects of the scheduling and performance of road
serV|ce0f railway post office employees - -

Operations of vehicle maintenance facilities- . ---

Savings available by replacing Ieased vehicles with Govern-
ment-owned vehicles--___ ___--- - L

the management and serviceimprovement program. ...
Procurement, utilization, and management of personal
property at selected post officesand regional offices......--
Settlement of accounts of accountable officers:
Ban Francisco Regional Officeand Postal Data Center....
Seattle Postal Data Center........ccoco.ooouoiooiooiiiaaan
Department of Transportation (including reports relating to
the Federal Aviation Agency; Bureau of Public Roads
and Saint Lawrence Seaway Development Corporation,
Department of Commerce; The Alaska Railroad, Depart-
ment of the Interior; and U.S. Coast Guard, Treasury
Department, issued prior to their incorporation in the
Department of Transportation which was established in
April 1967):
Federal Aviation Administration:
Federal grants for airport improvements at the adjacent
communities of Kenai and Soldotna, Alaska.............
Coordination between procurement of technical equipment
and its ultimate utilization
Acquisition and use of aeromedical research facilities-
Selected procurements and costs of dedication ceremoniesin
the Pacific Region. - ... oo
Information concerning the Supersonic Commercial Trans-
port Program (request of CongressmanJohn V. Tunney)
Unnecessary contribution of Federal funds made to the
County of Orange, Calif., for land acquired under the
Federal-aid airport program. ... ...ococeooocaiiiooa.
Besis for participation in costs of developing airports in the
State of North Carolina under the Federal-aid airport
Programl wee ece o ccmceann
Nongompliance with cost or pricing certffication require.
ments of Federal Procurement Regulations..............
Establishment of an airport traffic control tower at the
Decatur Municipal Airport, Decatur, I11

184

159768

153129

157910

161383

160088

114874

154861

133127
15851

11867(

159141

15807

10-31-61

11-29-61

5-24-67

2-17-67
2-24-67
4- 7-67
4-12-67
5-25-67
E- 2-67
6~14-67

10-17-66
10-14-66

7- 8-66

7-27-66

8-17-66

12-16-66
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CIVIL DEPARTMENTS—continued

Department of Transportation—Continued
Federal Aviation Administration— Continued
Grants to the County of S8anta Clara, Calif., for develop-
ment o the Reid-Hillview Airport under the Federal-aid
airport program -
Examination into actions taken to promote the use of
military airports and airport facilitiesby civil aviation. .
Review and approval of principles, concepts,and standards
for accounting as basic guidelines for development of a
revised accounting system, Federal Aviation Agency.-.
Grants under the Federal-aid airport program for develop.
ment of the Chicago O’Hare Airport, Chicago, Tl_______.
Grants under the Federalaid airport program for develop-
ment of the Van Nuys Airport, Van Nuys, Calif
Grants under the Federal-aid airport program for develop.
ment of the Long Beach Municipal and Ventura County
airports in the State of California._..........._.___..___.
Grants under the Federalaid airport program for develop.
ment of the Greenville-Spartanburg Airport, Greer, 8.C.
Grant made to the State of Hawaii for land acquired under
the Federal-aid airport program for Qeneral Lyman
Field, Hilo, Hawall. ... ool eocmommns —
Automobile parking concession at Washington National
Airport
Grants under the Federalaid airport program for develop.
ment of the Will Rogers World Airport, Oklahoma City,
Okla
Grants under the Federalaid airport program for develop-
ment of the Ontario International Airport, Ontario,

route traffic control center buildings___._____..__......._.

Review of administrative activities at Wake Island._......

Grants under the Federal-aid airport program for develop.
ment of the S8an Jose Municipal Airport, San Jose, Calif

Modernization program for certain airport surveillance
radar units

Settlementof accounts of accountable officers, Headquarters
Office,Washisigton, D.C . .ooooiiiiiriiaiiaaaie

Federal Highway Administration:

Significant problems in the administration of right-of-way
acquisition activities for the Federal-aid highway pro-
gram in the State of Utah eooeeeoeeeeeee

Justification fora Federal-aid interstate highway frontage
road near Billings, Mont - . . . .

Circumstances relating to the collapse of the John Day
River Bridge on Interstate Route SON in the State of
Oregon (request of CongresswomanEdith Green) ._.....

Review and approval of accounting system of the Bureau of
Public Roads

Settlement of accounts of accountable officers:

Region 4, Homewood, T3 . .o oL
Region 8, Portland, Oreg .
Region 9, Denver, Col0 oo is
Region 10, Tuneau, Alaska

115353

147729

158072

158072

133127

114805

133127

158072

133127

158722

118653

118653

144887

115368

7-15-6€

1-26-6€

1- 6-67

1-11-67

1-27-67

1-31-67

3-1347

3-27-67

4-13-67

4-18-67

4-27-67

4-27-67

5- 5-67

5-24-67
b24-67

6- 2-67

6-12-67

4-28-67
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CIVIL DEPARTMENTS—continued

Department of Transportation — Continued
Federal Railroad Administration:
Inquiry relating to barge operations of The Alaska Railroad
(request of Senator Ernest Graening) - - occececcanan
Settlement of accounts of accountable officers, The Alaska
Railroad, Anchorage, Alaska. ....cc..coooiieaiiaaiioa..
Baint Lawrence Seaway Development Corporation:
Examination d financial statements for calendar year 1965.
Observations on administrative matters for calendar year

U.S. Coast Guard:
Need for improvementin the Reserve Training Program..
Contracting authorities and responsibilities at the 5th Dis-
trict, Portsmouth, Va. (request of Congressman Porter
Hardy, Jr.) I —
Utilization of military versus civilian personnel in the
Overhaul and Repair Department of the Aircraft Repair
and Supply Center, Elizabeth City, N.C. (request of
chairman, Subcommittee on Manpower, House Com-
mittee on Post Office and Civil Service)....o............
Computation of taxable income and income tax with-
holdings for military members of the Coast Guard (re-
quest of chairman, Subcommittee on Treasury, Post
Office, and Executive Offices, House Appropriations
Committee) oo -
Planning for construction of multipurpose building in
Juneau, AlaSKa: - -« cmmm e m e m e
Administration of contracts for the design and construction
of main propulsion plants for medium endurance vessels
and for the design of Buzzards Bay Light Station, Buz-
zards Bay, Mass. - oot il
Settlement of accounts of accountable officers:
District 14, Honolulu, Hawaii.- ... —— —-

114851

159222

159207

125036

7-27-66

8-17-66

District 17, Juneau, Alaska._ _ _ _ e
Aircraft Repairand Supply Center, Elizabeth City, N.C.
Coast Guard Academy, New London, Conn...o.coooo-.
Recruit Training Center, CapeMay, N.J .o ...
Treagury Department:
Bureau of Accounts:
Settlement of accounts of accountable officers at regional
disbursing offices:
Birmingham, Ala. - oo oot
Chicagom___ —-ee-
Denver, Colo__ _ -
Philadelphia, Pa----. e ———————
Bureau of Customs:
Duty-free sales of certain waste produced from Imported
conditionally duty-free carpet wool......................
Amendment to regulations concerning bulk petroleum
import program (request of chairman, Legaland Monetary
Affairs Subcommittee, House Committee on Goveru-
ment OPerations)aeceeececcceeesecmoom e

118617

6-21-67

8-24-66

8-15-66
8-12-66
8-17-66
2- 6-67
8-20-66

5-22-67
5-15-67
4- 3-67
4-13-67
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CIVIL DEPARTMENTS—Continued
Treasury Department—Continned
Bureau of Customs— Continued
Selected internal auditactivitiesin the Officeof the Director,
Field Audits:
Miami,Fla e oo | e 12-15-66
New York, N.Y . - 5-25-67
Policies and procedures followed in the administration of
uniform allowancepayments. -« o« cco oo cmmeaaoacmain | cmmcmcec e mcmccen | oot 2-2867
Accounting system policy manual reviewed and returned
with comments and suggestionsfor revision. ............ 160245 oo | .. 6-27-67
Settlement of accounts of Collectors of Customs:
Region I, Boston, Mass. eeeeeeeee | e | ccei 5-25-67
Region IV, Charleston, S.C., and Tampa, Fla ... 12-15-66
Region VI, Houston, TeX eeeeeeo 5 1-67
Bureau of Engraving and Printing:
Review of certain financial management activities--...... | ccocccecfoommecs | coooooo. 11-2966
Bureau of the Mint:
Actions relating to the coin shortage. - .- cooooooooimom | oo mecaeen | e 11-2366

Bureau of Public Debt:
Settlement of accounts of accountable officers, Chicago,
LSS RNUOUUROUPUUPINS UG UON (U . 6-19-67
Internal Revenue Service: |
Opportunities for increasing revenues by improving con-
trols and procedures relating to interest paid on Federal

income tax refunds 137762 | 11-30-6¢
Federal excise tax exemption on beer and tobacco products i

given to certain consumers- 133365 | 4-25-61 |
Opportunities for reducing interest costs on refunds attrib-

utable to net operating loss deductions. «c-cceeeecmoaoo 137762 | 52660 | oooo.| cooooecan
Information concerning selected aspects of billing proced-

ures (request of Senator John G. TOWer)-uaaceaccaeaaaee 160278 |- ---... 1-28-66

Costs resulting from use of privately owned automobilesfor
official business.
Need to amend Treasury regulations for reporting and
paying beer taxes by breweries to effect more timely
collection of taXes. oot | i e | el 9-21-66
Procedures for reporting income received by taxpayers
under programsadministered by the U.S_Department of
Agriculture- et | e | e 12-29-668
Procedures and practices relating to processing FICA and
withheld Federal income taxes remitted with employers’
quarterly Federal tax returns, FOrm 941 ......cooeiiaven | comoomcalocicancs | coeeen 1-12-67
Procedures followed by selected Government agencies in
depositing collections with designated depositories and
the handling and processing of such deposited collections

.......................... 9- 9-66

by the depoSitories - oo i | el . 1-19-67
Excise taxes 0N vehicle procurements by the Government. | ...._.___{......... - 6-27-67
Settlement of accounts of accountable officers:

Mid-Atlantic Region, Philadelphia, Pa............._. 12-30-66

Midwest Region, Chicago, 1l . _____ 2-27-67

North-Atlantic Region, New York, N. Y 2- 1-67

Southwest Region, Dallas, TeX cccocee————. 10-20-66

Portland District Office,Portland, Oreg 8-22-66

187
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crvio DEPARTMENTS—Continued

Treasury Department— Continued
COffice of the Treasurer:
Examination of financial statements for fiscal years 1964
and 1965 [
Cancellation, destruction, and accounting for currency un-
fit for circulation, Federal Reserve Banks:
Los Angeles, Calif. ... oo i
New York, N.Y......
San Francisco, Calif..... ..
Review and approval of the Fiscal Service Automatic Data
Processing Payroll System and the payroll segment of the
administrative accounting system of the Bureau of Ac-
COUNES. =, eaece e oo mn e e e e e e e

INDEPENDENT AGENCIES

Atomic Energy Commission:

Potential savings to the Government through increased pur-
chasing from General Services Administration supply
sources by contractors which operate AEC facilities. . .-v-.

Procurement and utilization of security covers for nuclear
weapons by AEC and the Department of Defense--....-..

Proposed criteria and contracts for uranium enrichment serv-
ices (request of chairman, Joint Committee on Atomic
Energy). ---..

Procurement of uranium ore from companies in the Blind
River area, Ontario, Canada (request of Congressman
Thomas B. CUrtiS) - cmmmmmmem e immmm e

Survey df selected aspects of administration of General Plant
Projects Fund (request of chairman, Joint Committee on
AN Co] 4 a1 To =1 o]0 )V .

Problems associated with management of construction of the
Lacrosse Boiling Water Reactor (request of chairman,
Joint Committee on Atomic ENergy)- . veeeaccommoacaae.

Reimbursement of certain costs under a contract with Wack-
enhut Services (request of Senator Howard W. Cannon?...

Accountability controls over special nuclear materials, Nu-
clear Materials and Equipment Corporation (request of
chairman, Joint Committee on Atomic Energy)......-.--.

Avrea allowances paid to certain employees at the Hanford
Works, Richland, Wash . - o oee oo eeeeaaea

Timeliness of testing the quality of prototype thermoelectric
modules for the SNAP-10A Nuclear Auxiliary Power Sys-

Costs for nuclear reactor cores procured ander firm fixed-price
contracts e
Selected aspects of various automatic data processing activi-
ties of the Union Carbide Corp., Oak Ridge, Tenn_. ...--.
Financial arrangements for construction and lease of a labo-
ratory on a university site--- .
Controls over leased equipment at Nevada Operations Office
Need for elimination of nonessential manned barricades,

114802

11533¢

114875

114875

15968

16016¢

160731

15985¢

15368:

15776

11487

11487

15748¢

10-31-66

9-20-66

9-20-66

Richland, Wash. SRR

188

5~ 3-67

8-31-66

9- 7-66

9-7-66

9-16-66
9-21-66

11- 7-66
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INDEPENDENT AGENCIES—~Continued
Atamic Energy Commission—Continued
Review of ked-price research contracts awarded to educa-
tional institutions - .| 114878 || aceee- 3- 3-67
Construction of additional housing facilities at Johnston
Island..cccc coemeiien ool ) PSRRI SRS [P 3- 867

Allegations relative to the nuclear engine for rocket vehicle
applications program:

Request of Senator Willliam Proxmire . ......ooocooooeeeos

Request of Congressman Richard 8. Schweiker..........._

Management o inventories of current USe stores at Argonne
National Laboratory, Argonne, Tl .. oo ..

Settlement of accounts of accountable officers:

Brookhaven Office,Upton, N.Y e enr e ceememeae

Chicago Operations Office, Argonne, T .. _._.__......_.....

Headquarters Office, Washington, D.C ... c.coeooi
Civii Service Commission:

Certain procedures relating to the continuing eligibility of
Federal employeesfor disability retirement annuities under
the Civil Service Retirement System....__.................

Review of internal auditing activities. ... ...ccceoeeeceocooae

Financing the Civil Service Retirement System. ...

Utilization of electrical accounting machine equipment_..___

Travel practices involving inter-regionaltravel of personnel
INVeStigators..  ooocooiiiicil eimimeccccen eee-

Administration df Contracts for the désign and fabricafion of
the Joint Federal Agency Science and Engineering Ex-
AL .-

Settlement of accountsof accountable officers:

Regional Offices:
Boston, Mass -
Chieago, Il ..t i s
Dallas, Tex. .....
Civil War Centennial Commission:
Settlement of accounts of accountableofficers.................
District of Columbia Government:

Board of Education:

Administration of the District of Columbia Nonresident
TuitionAct___  =m=-- -

Guidelinesneeded for custodial and engineering staffingin
the publie schools -

Information pertaining to the administration of the Dis-
trict of Columbia Nonresident Tuition Act (request of
chairman, House Committee on Government Operations).

Department of Motor Vehicles:

Controls over motor vehicle licenseplates. . ................

Department of Public Welfare:

Casesunder the Aid to Permanently and Totally Disabled
Program (request of Senator Robert C. Byrd)............

Change orders and other matters relating to the construction
of the District of Columbia Stadium....................__.

Examination into the practice of paying employee holiday
compensation (request of chairman, Subcommittee on
Public Health, Education, Welfare, and Safety, Senate

121560
160759
130150

125004

161397

125004

159184

146959

Committee on the District of Columbia)- cceceacacmccuaaaas

118638

1-20-6'

6-28-67

8-31-66

4-10-67

7- 5-68
3-17-67
11- 7-66

1-20-67

11-18-66
11-17-66
3- 1-67

6- 2-67
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INDEPENDENT AGENCIES—continued

Executive Officeof the President:

Bureau of the Budget:

Review and approval of accounting system.....cccc---..-.

Officeof Economic Opportunity:

Statistics concerning Neighborhood Youth Corps partici-
pants (request of Congressman Charles E. Goodell). ...

Certain allegations concerning contract awarded to Con-
solidated American Services, Inc. (request of Congress-
man Charles E. Goodell)

Alleged use of funds for tuxedos to enable a number of
Dos Palos, Calif. youngsters to attend junior prom
(request of Senator John Sparkman) ... .......ccc.oo .-

Summary of reports on grants and contracts with certain
organizations (request of Congressman William C.
Cramer) - eeccreee  cooccemecceeacccaeeeee

Investigation of certain allegations relative to Child De-
velopment Group of Mississippi (request of chairman,
Senate Committee on Appropriations) . ........ccc....-.

Reply to certain questions concerning the Head Start Pro-
gram operated by the Child Development Group of
Mississippi (request of Congressman Don Edwards)......

Information concerning the use of consultants (request of
Congressman Albert E. Quie)......oooccaiiiiiimioaaiian

Investigation of alleged political and union activities by
certain grantees (request of CongressmanPaul G. Rogers)

Information on a transaction between the Community
Service Foundation and H.A.S. Corporation involving
a site for a Volunteers in Service to America training
program (request of Congressman Paul C. Rogers)......

Procurement of certain vocational training equipment
by Tongue Point Women's Center (request of Congress-
woman Edith Green) e -

Observations at Arrowood and Schenck Job Corps Con-
servation Centers__ _ [ [

Farm Credit Administration (1966)- - - --..ocecoceiroennanan
Federal Communications Commission:

Review to determine whether there are more efficient and
economical ways to allocate frequencies (request of Con-
gressman Robert H. Michel) -

Processing applications for permits for construction of an-
tenna towers -
Federal Deposit Insurance Corporation:

Audit (1965)

Examination of financial statements (1965). - - -« o ccccucee

Examination of financial statements (1966) . - - .o o ccccee

Federal Mediation and Concilation Service:
Civilian PRy oo
Federal Home Loan Bank Bosrdand Corporations Supervised:

Examination of financial statements of the Federal Home
Loan Banks, calendar year 1965 ... occccooaamoaamaaan

Audit of Federal Home Loan Bank Board, calendar year 1965

Audit of Federal Savings and Loan Insurance Corporation
(July 1,1963, t0 Dec. 31, 1965) cccoccccccmmmcecmmcmmcnccana-

Review df selected travel policiesand practices.........

190

115302

130515

158838

130515

130515

157356

157356

156807

160616

160616

130515

114806

159895

159231

114831

114831
114831

114827
114827

114893

12-14-6¢
12-14-6¢
1- 9-6!

8-15-6t
8-18-6(

5-23-6'

ti- 5-67

7-12-66

8- 5-66

9-2M6f.. . ....-
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INDEPENDENT AGENCIES—continued

General Services Administration:
Federal Supply Service:
Savingsavailablethrough expanded use of regionalcontracts
for the repair and maintenance of selected office machines 160418 | 22367 | ol aoeeenns
Savings available through the use of formal advertising in
contracting for automotivetires and tubes............... 160900 | 42860 | ... ......_.
Transfer of handtool and paint stocksfrom the Department
o Defense............... .- 161818 | 5861 | ... eooeoeal
Matters relating to the dlrect dellvery method of supplylng

stores stock items to agencies. 1-30-67
Self-service store operations. .. ......... . 2- 667
Examination into monthly demand forecastmgtechnlques ................ 2-20-67
Contracting for drugs and pharmaceutical products_...... | _...____| ......_. 6-29-67
Disposal of economieally reparable handtools.............. | ... | ..o.... 6-29-67

Procurement of paint brushes from Federal Prison Indus-

tries, ING. weeacicce  cmemceiceeccemccceceeneecceanes | e | meeeeen | eecaen 6-30-67
Property Management and Disposal Service:

Utilization and disposition of excess personal property,

Region 8, Denver, Col0 o mamccacccamaa e ccccceeeaeeee | | L 12-28-66
Administration of the Personal Property Rehabilitation
Program, Region 7, Fort Worth, Tex....___.....ccocooo | ool | eeeeeen | ool 1-24—67

Public Buildings Service:
Inspection controls over concrete placements in building

constructionprojects.. —....._.o.cee-o.. e mmeeenan 161027 | 5-25-67 | ........
Subsurface exploration for and design and construction d
foundationsof public buildings............c.coco.o.o... 161027 | 5-25-6% | ... | ceeoon..

Inquiry concerning the move d the New York Payment
Center, Social Security Administration (request of
Congressman Leonard Farbstein) .......  ............. 159506 | +eve... | 7-19-66

Inquiry concerning the leasing of officespace to the Social
Security Administration in Zanesvills, Ohio (request of
Congressman Clarence E. Miller).. . ......_.......... 161066 6-22-67 | cceceeo-

Building specifications for prototype post offices, Federal
Officebuildings, and leased post offices. ................

Transportation and Communications Service:

Potential reductionsin cost of automotivetravel by Federal

employees where use d Qovernment-owned vehicles is

________ R 6-14-67

feasible............. eeememmmmeeesemeeeneesaeennas, 158712 | 8-33-6€ | .._....| ...
Potential saving through greater use of available Govern-
ment gasoline outlets. .. ... ... ... 159072 | 10-831-6€ | ._._.__| ...

Utilization of motor vehicles in the Cape Kennedy Inter-
agency Motor Pool, 38A and National Aeronauticsand

Space Administration e ... ---| 159210 | 1-30-66 | ... | ._..._....
Savings available to the Qovernment through revision of
the method of supplying commercial rental cars ......_.. 160781 | 4-17-67 | ._._._.

Comments on employee suggestionthat a monthly charge
be made against all Government employees parking on
Qovernment property (request of chairman, Senate
Committee on Government Operations). ................ 155817

Information on potential savings by elimination of the
requirements for registration, titling, and inspection of
Qovemment-ownedmotor vehiclesbased in Washington,
D C. (request of chairman, House Committee on Gov-
ernment Operations). . -« oo oo oo 146974 4-19-67

....... 1-2-66 | ..__._...
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INDEPENDENT AGENCIES—continued
Gereral Services Administration—Continned
Transportation and CommunicationsService —Continued
Unofficial use of Government-furnished vehicles in the
Cape Kennedy Interagency Motor Pool by the National
Aeronauticsand Space Administration.................. 159210 e cm e 7-27-66
Review of internal audit activities, Southern Area Audit
Office, FOrt Worth, ToZ e e e e eeeccoceceeccecccccccreeccncee | cecemean 10-31-66
Overpaymentsunder acontract for the procurement of soap-. 12-13-66
Review o Central Office’s direction of Internal audit ac-
1758 15RO b b 160769 [.cemmeocecfeaaeaaaa 3-10-67
8ettlement of accountsof accountable officers:
Region2, New York, N.Y...o..ocoo oo [ I N AU, 3-80-67
Region 7, Fort Worth, Teg . ......ocov aieoiaiiiiiaaccce | emcvmeeefomeac e 10-31-66
Interstate Commerce Commission:
Production supply recordsand reports. .. ... ..o oceecoaoaccce | comemecofommam e eeaas 8-10-66
Settlement df accounts of accountableofficers, Central Office,
Washington, D.C - oo ieiicccccccceneees | e el 9-21-66
National Aeronauticsand Space Administration:
Selected aspects of scheduling, for design, integration, and
testof Nimbusspacecraft.. .. - ..o 133394 | 10-81-66 {--uuvememofommecocncn
Potential savingsavailable through use of civil servicerather
than contractor-furnished employees for certain support
SEIVICES. - e ot et e e et e e e 133304 | 6967 | ool
Selected construction activities at Plum Brook Station,
Lewis Research Center:
Request of Senator Everett McKinley Dirkssn............ 158547 {oeceeaaee 2~ 967 ...
Request of Congressman Charles A. Mosher............... 158547 foeme oo 2-9-67 |.._....
Ecouomic feasibility of using an outside organization to oper-
ate Its information facility (request of Senator William
o 0030 R O Y 160765 [.---oconen 21467 {oeeeo .
Informstlon concorning changes in the management of the
Apollo and Saturn 6-11 programsby the Space and Infor-
mation Systems Division of North American Aviation,
Ine. (request of Staff Director, Senate Committee on Aero-
nautical and Space Seienees) « .. vummeeraniaaeaaaaaaaas 156556 5-26-67
Summarization of National Aeronauticsand Space Admin-
istration’s management review of North American Avia-
tion, Inc., activities (request of Senator Margaret Chase
5101111 ) PN 166556 |- ov------ 6- 2-67
Procurement of modules from Radiation, Ine., by General
Electric Co. under prime contract NASw~410_............ |  loooooioi]eccmiaaan 7-21-66
-Need for Qovernment-owned administrative aircraft by the
Lewis Research Center.. . oo commioiiimaiciccaaacanns 138340 ) e[ 1-25-67
Excess transportation costs incurred because contractors did
not adquately identify Governmentshipments............ T-OD |eeeimieee]icaaen 3-14-67
F6L
Settlement of accounts of accountable officers:
Qeorge C. Marshall Space Flight Center, Huntsville, Ala. 6-23-67
Headquarters Office, Washington, D.C. .. 7-15-66
Langley Research Center, Hampton, Va .. - ccoooooomeee 12- 666
National Mediation Board:
CivVilIaN PaY .« ce o ccicmmiiicc e i eie | e 3- E67
National Science Foundation:
Settlement of accounts of accountableofficers...... ... | oo 3-29-67
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INDEPENDENT AGENCIES—continued

. Panama Canal Company:

Procurement of Panamanian flags by the Panama Canal
Company for display in the Canal Zone (request of
chairman, Subcommittee on Panama Canal, House
Committee on Merchant Marine and Fisheries) —

Railroad Retirement Board:

Procedures relating to certain types of annuities increased
under the social security minimum guaranty provision of
the Railroad Retirement Act

Renegotiation Board:

Settlement of accountsof accountable officers................

Selective Service System:

Potential savings available through greater use of window
ENVEI0PES - oo oo ool

Settlement of accounts of accountable officers:

State Headquarters:
Albany, N.Y. ...
Boston, Mass
Hartford, Conn.
Jefferson City, Mo
Providence, R.I...
Wilmington, Del._. ___

District of ColumbiaHeadquarters, Washington, D. .

New York City Headquarters, N.Y ..ot

Small Business Administration:

Selected aspects of the small business investment company
program (request of chairman, Permanent Subcommittee
on Investigations, Senate Committee on Government
(70 T=T = U1 o] ) 1

Allegations concerning loans to the Dunn Commercial De-
velopment Corp. and Dunn Meat Packers, Inc., Dunn,
N.C. (requestof CongressmanH. R. Gross).. . .cocccooo.-.

Organization and operation of the internal audit function. - ..

Settlement of accounts of accountable officers, Central Office,
Washington, D.Co . oo e e e ee e eae et

Tennessee Valley Authority:

Examination of inancial statements for fiscal year 1966...._..
United Stales Tarriff Commission:

Civilian PaY - oo oo oo
Veterans Administration:

Savings available by canceling hazard insurance policies on
propertiesacquired upon default of housing loans...........

Savings available by using more economical fuels for heating
at certain field stations.. -eeeceemmceiiee e eeeas

Examination of financial statements of Veterans Canteen
Service for fiseal year 1966

Potential savingsby revising procedures relatingtothe default
ofguaranteed housing loans in the State of Illinois.........

Information regarding savings available by canceling hazard
insurance on properties acquired upon default o housing
loans (request of chairman, House Committee on Govern-
ment OPerations) - oo oo

158736

114817

160672

149685

161754
160759

114850

118660

133044

114818

118660

118660

8- 9-66

8-15-66

1-17-67

6- 667

8- 5-6¢

8- 1-6¢

2- 2-67

4-12-67

2- 7-67
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INDEPENDESTAGENCIES—Continued
Veterans Administration—Continued
Procedures and practices for selling VA owned properties
acquired through loandefaults........o...oo cooooooiias | coeae L 11-18-66
Feasibility of reducing administrative costs by eliminating
a substantial number o compensstion and pension benefit
payments made concurrently with military retirement pay | ........|-ccooo. ool .. 3-17-67
Review of certain aspects of the direct loan program admin-
istered by the VA Center, 8t. Paul, Minn.......oooooovvee | vocmooosdoamaaeoofoeeao. 4-10-67
Freight costs on selected shipments from VA Supply Depot,
Hines,TH1___ = .o P-OD- | foemeaace. 6-26-67
PF-151
Settlement of accounts of accountable officers:
Hospitals and centers:
Atlanta, Ga_. L 5- 8-67
Bay Pines, Fla...... 1-16-67
Canandaigua, N.Y_ 10- 6-66
Cleveland, ONIO «eee oo e e e 9-19-66
Denver, Colo. -« oo 3- 7-67
Dublin, Ga.... 3-13-67
Fort Meade, 8, DaK........u e icicreeeaaeee 10-17-66
Lebanon, Pa.. .......... _ 5-18-67
Northport, N.Y 8-26-66
Perry Point, Md 3-29-67
Pittsburgh, Pa. - e s 1-24-67
Providence, R.I 4- 367
Saginaw, Mich. - et e 2-24-67
Salt Lake City, Utah. ..o iioiiiiiaiiiiiaaaanes 8-15-66
Seattle, Wash 42867
Topeka, Kans. .. 5-22-67

LEGISLATIVE BRANCH

Architect of the Capitol:
Construction and related costs of the Rayburn House Office
Building. -« .
Capitol Guide FOrce (1966) -..cccccccooeocoeeeennn A
Government Printing Office:
Examination d the financial statements for fiscal year 1965. .
Investigation of allegations concerning the Government
Printing Office (request of Senator B. Everett Jordan}....
Need for improvement of administrative controls and year-
end accounting procedures__ -~ . ____.___. _
House of Representatives:
Sergeant at Arms (1966)- - oo oceciecaa
Stationery revolving fund (1966)
Recording Studio revolving fund (1966).. .. cccococeeoeoo -
Finance Office,financial transactions and accounts (1966) .-
Recording Studiorevolvingfund (July 1,1966, to Jan. 10,1967)
Stationery revolving fund (July 1,1966, to Jan. 10,1967).....
Accountability for authorized funds and for equipment and
furniture charged to the Committee on Education and
Labor (request of chairman, House Committee on Educa-
tion and Labor) .o e
Potential benefits from improving procedures for paying
VeNdors- i iieeaee

194

145809
133224

114829
160193
114829
114854
114862
114842
114864

114842
114862

157010

114864
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LEGISLATIVE BRANCE—continued
Joint Committee on Atemic Energy:
Audit of financial transactions for fiscal year 1966 (request of
chairman, Joint Committee on Atomic Energy)..c.....-.. 114800 | wcmem--- 21767 |ocecomeeen
Library of Congress:
Audit of payrolls and related transactions ............... | | | _...] 10- 566
United States Botanic Garden:
Audit of payrolls and related transactions -ccoooccccccooon | e | ececiccl | oo 10- 5-68
United States Senate:
Recording Studio revolving fund (1966) 125079 9-29-66 |.cncnennan
Verification of disbursing officer accountability of Emery L.
Frazier, retired Secretary of the Senate 114849 2-15-66 | coooomeme-
MILITARY DEPARTMENTS
Department of Defense:
Potential savings through greater use o available Govern-
ment gasoline outlets 159072 | 7-15-6 | —
Charges to defense contracts for use of company operated and
chartered aircraft 146948 | 8~ 961 | ooooeococpeceeaees
Utilization and disposition of excess beds and related bedding 159148 | 8- 96 | —
Certain active duty retirement benefits for Army and Air
Force Reserve officers 146551 8-10-6 | ... [
Need for interservice action when management policies and
practices differ for similar supply items 146778 8-18-61 | . | ccmeeoeo--
Charges for the diversion of overseas household goods ship-
ments at points in the continental United States_ . 159390 [ 8-30~61 | —ooooooloooooooo
Policy of leasing motor vehicles for use by Government con-
tractors. = - _ o - - - mmmtoe L - 146876 | 9-20-6 -
Long-term feasing of buildings and Tand by Government
contractors 156818 | 9-20-61 | .ecoeoio|oceiaccean
Procurement of printing of technical manuals fromequipment
bael:Saluh Yt - O, 90545 | 11-28-61 | meeeeeacdemmmmmnan
Savings attainable inthe use and pricing of certain nonperish-
able fO0US «n e e 146700 11-29-6 | .ooeooidociaooaoas
Savings available by purchasing rather than leasing commer-
cial 2-way radio equipment o eeee 160410 | 1-10-67 | oo loooioees
Need for improving administration of the cost or pricing data
requirements of Public Law 87-653 in the award of prime
contracts and subeoNracts —ooeoomeeeeeceemmeeeeeeeemee 39995 | 1-16-6 | ooeoooodeoooo-
Procurement of foreign produced aircraft ejection-seat system 146778 | 1-18-6
Methods used to provide telephone service to military family
housing occupants 158469 | 1-23-6 | ccececececcacaoo-
Survey of reviews by the Defense Contract Audit Agency of
contractors' price proposals subject to Public Law 87-653. - 39995 | 2-156 | eeen [
Potential savings obtainable through increased use of the
Government's interagency motor pool system.__....___ ... 168712 3-8-6 | ceececeibemcmcmene-
Costs of bidding and related technical efforts charged to
Government contracts 133386 | 3-17-6 | oo fomeaaaan
Potential savings on volume movements of household goods
from overseas points to the continental United States_.... 159390 | 3-28-6" | .o-oooolioiioi.
Air Transportation provided dependent children of Depart-
ment of Defense personnel between the continental United
Statesand OVerseasareas. . ..c..cccccovecceeccemaesaenaaean 133371 4-21-6" | oo
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MILITARY DEPARTMENTS—continued
Department of Defense~~Continued
Need for compliance with the “Truth in Negotiations” Act
of 1962in award of construction contracts . -------- 39995 | 6-19-67 | —ooeon | comemeeen
Charges for accessorial services on overseas household goods
ShIPMeNtS. o cmem oo e o m == e 159390 | 61967 | oo | .comoaeee
Internal audits (request of chairman, Government Activi-
ties Subcommittee, House Committee on Government
Operations):
Officed the Secretary of Defense. 132900 | wece--- T— 766 | comnoeee
Defense Supply Agency. 132900 | -eo---- 3-12-66 | .cooooee
Organization and functions of the Defense Contract Audit
Agency (request of chairman, House Committee on Gov-
ernment OPerations). .. .. ..o cceeeiiimmiiii 159724 | ... 0-18-66 | cooouee.-
Use o contractor personnel in Government functions (re-
quest of chairman, Subcommittee on Manpower and Civil
Service,House Committee on Post Officeand Civil Service) 158685 1-20-67 | ccmummeee
158685 62867 | o_anoo-
Selected significant audit findings in the Department of
Defense (request of chairman, House Committee on Ap-
propriations)..-...__.. - - 106190 | oceeo-- 1-31-67 | ccceceen
Government-owned machine tools furnished defense con-
tractors (request of chairman, House Committee on Ap-
propriations) . - .- 160233 -ooo--- 3 867 | ccceceoe
F-111 aircraft program (request of chairman, House Com-
mittee on Appropriations):

-Biservice logistics support planning. . .- - coceeoeooccmneoo- 153545 | .. 3-17-67
Controls over commonality of Air Force and Navy versions 153545 | cceooas 3-17-67
Acquisition of technical data. «....cocoeaaeanooaaana. 153545 | oo 3-17-67

Procurement and management of spare parts for the F-4 air-
craft (request of chairman, House Committee on Appro
Priations) . oo 152600 | .oo-o--. 41767 | ccceeene-

Use of weighted guidelines in negotiating profits and fees
with Government contractors (request of chairman, House
Committee 0N ApPropriations).--- - c.occmacaccammoo-. 159896 | .ocooo-. 4-20-67 | —oooooo

-Government policies and practices in determining amount:
of corporate general and administrative expenseschargeable
to contracts (request of chairman, House Commuittes or
APPropriations). .- a-ereeeseemmmosmmecemaree e 124126 | ... 42067 | ocmeeeeee

Management d technical manuals (request of chairmen, Joini
Committee on Printing, Congress of the United States anc
chairman, Subcommittee on Department of Defense, Hous:

Committee on Appropriations)- ... ..cooooiiiieiian.. 9054f | ... 4-20-67 | .....oooon

F-111 aircraft program (request of chairman, Permanent Sub

committee on Investigations, Senate Committee o
Government Operations):

. Development of aircraft. ... coiimiiii el 16354 | «..-..- 4-28-6;
Development of bomber version-. 15354 4-28-6'
Development of aircraft engines. .. .o ccoocoooiomvmmmnn.s 15354 | _oo.._. 4-08-6'
Development of crew escape modules. . - .oceeeeocracamae 15354! | ... 4-28-6'
Control over contract costs. 153541 4-28-6.
Salesof aircraft- .. .. cooooom e 15354 | -...._. E-17-6;
-CONraCt COSES-.. . - o m e cece et a e e 15354/ 6-19-6
-Development of ground equipment. 153541 5-31-6
- Administration o program.............cco........ 183541 6-12-6)

-Development of F~111B aircrafte--cmeeocoeeee oot 153541 6-20-6

19%
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MILITARY DEPARTMENTS—continued
Department of Defense—Continped
High-priority shipments to Vietnam o low-priority supplies
(request of chairman, Senate Committee on Foreign Rela-
tons).___ o mmmmmemeeees 160763 | oeoee-- 5~ 4-67
Defense Contract Administrative Services (request of
chairman, Subcommittee on Economy in Governinent,
Joint Economic Committee) ... .ceeeeeern meeeacimmmmenns 161328 | ... 5~ 8-67
Movement of American forces from France (request of several
committees d the House and Senate) (Secret)...-. R 161507 | ooeeee. 5-15-67
Responsivenessof military supply systems (request ofseveral
committees of the House and Senate). - - ... cocovecncnnan 140389 | woeennn 5-16-67
Controls of selected Federal researchlaboratories in managing
laboratory equipment (request of chairman, Research and
Technical Programs Subcommittee, House Committee
on Government Operations)--...... .o ..c..comoues 160240 | oo 6-10-67
Procurement of liquid oxygen and liquid nitrogen (request of
Congressman Thomas G. MOITIS) - - - emeomamenacnen 159057 | —oees 7-19-66
Delay in payment of invoices (request of Senator CliffordP.
Case) . 150444 | . 9- 2-66
Errors in messages transmitted by the automatic digital net-
work (Autodin) (request of Congressman Thomas B. Curtis) 158825 | oo 9-14-66
Procurement of steel helmets (request of Senator Philip A.
Har) e 158907 | coeceme- 9-23-66
Active duty retirement benefits (request o Congressman
Henry B. Gonzalez) .-~ 146551 | cceeae-- 11-10-66
Delay in payment of invoices (request of Senator Paul H.
Douglas)...... ===~ 160188 | aecme--- 11-23-56
Paperwork associated with defense procurements (request of
Congresswoman Florence P. DWyer) - - ocoooceoocaaaeaas 160116 | —ceeew-- 12- 1-66
Delay in payment of invoices (request of Congressman Ed
Reinecke) —...... 160322 | cceeeeee 1-12-67
Sale of surplus clothing and textile items (request o Senator
Carl T. Curtis) - --- 160102 | wccemee- 1-30-67
Various methods of financing agency programs (request of
Congressman Thomas B. Curtis) - - ..cocococeociaeiaa o 140389 | oo, 5 867
General allegations concerning practices of a contractor (re-
quest of Congressman Charles 8. Gubser) 161068 | --...--- 5-15-67
Loan of Army-owned vehiclesto a private school by the Perin-
sylvania National Guard (request of Senator Joseph S.
Clark) e 160779 | eecemme 5-25-67
Sales offering of surplus Government materlal (request of
Senator George Murphy). - .o eeeemos 161478 | occaee. 6~ 7-67
Contract audits:
Bastian-Blessing Co., Chicago, Di......___. .- 160230
Holly Corp., Azusa, Califee e T - 133148
Lockheed Misslies and Space Co., Sunnyvale, Calif-.. ... 160095
MceDonnell Co., 8t. Louds, MO.aen oo cae oo 159264
Radio Corp. of America, Electron Tube Division, Harrison,
N s 146984 | ccamae.
Rehr Corp., Chula Vista, Calif.............. 158312 | oo,
Various contractors. off-shoreprocurement.. ...... o2 ISR R,

offcits

5-11-67
9-21-66

12-21-66
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MILITARY DEPARTMENTS—continued
Department of Defense — Continned
Supply management reviews:
Defense Fuel Supply Center, Alexandria, Va... ........... 160334 | wemeweeacfococaaain 4 6-67
Defense General Supply Center, Richmond, Va.. - 146992 | woceeea| oo 11-29-66
D0 e e e 146827 | <ceeweaacf e 1-13-67
Defense Personnel Support Center, Philadelphia, Pa...... 146856 | emeeene|eeeio. 4 4-67
Responsiveness of supply systems to Far East require-
men& ... . 160682 | ... |coco. 11-14-66
TITAN missilesii storage(Secret). .. ... 0TI LT 159888 | ool 9- i-66
Various inventory control points (use of assets held by
Reserve components) e en-| 146814 | ccemcece e 12-15-66
Various supply centers (small- quantlty reqmsmonlng of
low-value supplies) oo e el 146856 | -veeooo-- | 2= 2-67
Various supply centers (low-cost supplies having little or
no demand)_. P, e 146856 | <oooeoooofeoaaeoot 3-30-67
Various supply centers (control over return to supply sys-
tems of excess stocks at military installations)........... 161766 | weccemmnomommenae. 6-27-67
Various supply depots (exercise of warranties on tubes for
radar systems).._._._....._..... [ 146982 | —evooocee|aceaaaes 7-14-66
Procurement reviews:
Subscriptions to periodicals.. - ooo-iociimiiiiiia 160146 | memcneeefocmccaaaen 11- 9-66
Use of technical data for solicitation o competitive prlce
Proposals.. . e i, 133396 | -eeeemmefmmmaccaas 6-28-67
Civilian pay audits:
Defense Construction Supply Center, Columbus, Ohio-__ | ___..__ 10-18-66
Defense Contract Administration Services,St. Louis, Mo _| .___._ ___ 8-16-66
Defense Depot, Ogden, Utah.................. [ 5-20-66
.-G 3- 767
4- 4-67
Defense Personnel Support Center, Kansas City, Mo_ .....|____ 1- 6-67
Defense Personnel Support Center, Philadelphia, Pa....__.|___ 2-23-67
Defense Supply Agency, Washington, D.C...._.____.._....| 10-19-66
Transportation reviews:
Btorage servicesincidental to movement of household goods
of military personnel......oo ..ol e 7-14-66
Transportation of privately owned vehicles.... 154811 9- 7-66
BT 154811 9-22-66
Weight limitations on household goods shipments of mili-
tary personnel...... oo e | e 10-21-66
Freight rates for bomb shipments_.... ... | | e 4- 3-67
Transportation management activities, Subsistence Re-
gional Headquarters, Los Angeles, Calif... . | ____ __ . 5-31-67
Freight rates for ammunition shipments el 6- 567
Renegotiation of freight rates.........____..__........_..| 6-23-67
Other audits and reviews:
Machine accounting, National Guard units......_.....____| 160077 10~ 6-66
Requirements for enlisted men's barracks.............._... 133316 11- 9-66
Burcharges on meals sold to military officers. ...| 154400 12- 5-66
Resources management systems .. o ooccooooo ool - 159797 4-26-67
Lamp fixture maintenance practices. 161298 4-27-67
Accounting for appropriations 114876 4-27-67
Comments on guidelines for financing of equipment main.
tenance under the resources management system.........|_________ | . ___ ... 6-12-67
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Addressee and date issued

eference Ctommit—
Jongress M%er(nsfl?grs éﬁ?&%ﬁrs
Congress
MILITARY DEPARTMENTS—cONtinued
Department of Defense—Continued
Other audits and reviews— Continued
Comments on directive relating to accounting systems for
OPErAtiONS ooc o iicieemecmceeceeeee || eceeeen e 6-13-67
Management of motion picture activities. -« eveeceeeaaaan 146711 | coooiin | oo 6-26-67
Research, development, test and evaluation organizations {
within the Department of Defense. ... ....occooeaao. 161899 | weocooonn cmceeeeee | 6-20-67
Department of the Army:
Reporting of taxable income and tax withholdings o military
01T 65107 1] - 125036 | 8-10-66
Maintenance of combat vehicles........___.... ... .. 159407 | 9-19-66
Management control of NIKE-HERCULES missile launch-
ing and handling rails - _ - [ 156760 | 10-31-66 |- -oocooeo oo
Procurement of detachable hellcopterground handlmg Wheel
assemblies. . o e L 159271 | 10-31-66 |- __ _ __._____
Readiness of HAWK missile systemsin the 32d Artillery Bri-
gade of the Seventh United States Army in Germany..... 160154 | 4= 567 |-ccccca|oeaee
Availability of selected stocks of the United States Army in
Europe for requirements of other commands.......___--... 160632 | 4—10-67 |- oo —o|om —oenn
Management of aircraft repair parts reserved for maintenance
activities at depots in the continental United States.______ 157373 | 4-25-67 |.---- [ -
Acquisition and installation of computers by the United
States Army, Pacific. oo ... 160417 | 4-28-67 |----oeee- I
Internal audit (request of chairman, Government Activities
Subcommittee, House Committee on Government Op-
=T L0 ) S 132900 | curcacenn 10-14-66 |____._____
Development of alternate engine for the light observation ;
helicopter (request of chairman, Subcommittee for Special
Investigations, House Committee on Armed Services)- 160679 | cecccenm- 1-25-67 '
Allegation concerning pay accounts at Fort Wainwright [
(request of Congressman Thomas M. Peltyy ........_..._. 159094 | L. ... 9- 866 |
Transfer of Army Quartermaster Food and Container Insti-
tute from Chicago to Natick, Mass. (request of Congress-
141502 | | ceec e
man Sldney R. Yates) - - T-T- === - - {]33309 10-18-66
Indebtedness of civil serviceemployees: | VU [ mmmmmonon) SUEEER fmemmomooes
Request of Senator Wayne Morse. ....o....coveeamemeennn- 159788 | _ocuoeon 11-29-66 |__________
Request of Congressman A1 Ullman (2 reports) .-ee-eeee--- 159788 | .- 11-28-66 |__________
Procurement of M39 20-mm automatic guns (request of
Congressman Edward P. Boland) - 156189 oo 12-23-66 ... __
Retention of Springfield Armory as an active faC|I|ty (re. |
quest of Congressman Edward P. Boland)............___. 156189 oooao.] 2= 8-67 |oeemeeenn
Government sale and repurchase of special tooling (request
of Senator Richard B. Russell) oo ovccccmcmomcccccacea 160777 | womeeman ] 21067 | oo
Follow-up of Government sale and repurchase of special
tooling (Request of Senator Richard B. Rassell)........_.. 160777 | eceeme-| 41267 |occceeeeo
Procurement of pressure gaugesand engine shipping racks by
the Army Mobility Equipment Command (request 0
Congresswoman Leoznor K. Sullivan)....... ___..__...___. 160112 | —aeoenas 41367 |ocmmmeeo
Contract audits:
Atwood Vacuum Machine Co., Rockford, l1.............. 160044
Bell and Howell Co., Chicago, Il . ... ...c.oooooooooooi. 125074
Continental Motors Corp., Muskegon, Mich........o..__.. | —occooas
DO - [N I
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AUDIT REPORTS ISSUED APPENDIX G 2

Referenc commit?
) teesor | Agenc
Congress Mercr}bers ofticials

l Congress

MILITARY DEPARTMENTS—continued

Department of the Army—-Continued

Contract audits— Continued
Emerson Electric Co., 8t. LouiS, MO. .- oo
General Electric Co., Syracuse,N.Y _.....coiiacaiaaiaaians 133251
Global Associates, Ewajalein Atoll, Marshall Islands...... 152598
Honeywell, Inc., Ordnance Division, Hopkins, Minn. 146761
Hughes Aircraft Co., Fullerton, Calif- . cocu e om | eeee
Raytheon Co., Lexington, Mass...._... .. .
Smith, A. O., Corp., Milwaukee, Wis . . . ooooooiiiaee e foommmees
Teledyne, Inc., LOS Angeles, Calif.........
Zenith Radio Corp., Chicago, Hl. ...c.ooivimaamaaaaao 157900
Supply management reviews:
Air defense missile system in Korea (Secret)- - cocc..o...... 161764 | commmeeo oo §-21-67
Army Aeronautical Depot Maintenance Center, Corpus
(315 47315 IS N U 159271 | e 1- 4-47
Army Ammunition Procurement and Supply Agency,
Joliet, I
Army Electronics Command, Monmouth, NTooooo
Do.

157535

Army Missile Command, Huntsville, Ala......
Army Weapons Command, Rock Island. Bl....
D0, o
Automatic fire selector switches for M14rifles (Confidential).
Tobyhanna Army Depot, Pa........
Tooele Army Depot, Utah. ... ...
Procurement reviews:

Cotton duck cloth and webbing.o-.eccvoummm o 157833
Axles for 5-ton trucks...... 146973
Radio sets for vehicles..... ... 160118
Missile system components. 160566
AmMmunition COMPONENtS. - acemmemcmccmaccomcacacann-- 157535
Instruments for Army aircraft. . oo oo 160945
Supplies for use in Government-owned contractor-operated
ammuNition plants- « . ... ce e e ceaeaaeaann 161522

Civilian pay audits:
Anniston Army Depot, Ala... .. ocoooooiiiiiiiiiiiiiiiei e
Army Electronics Command, Monmouth, N.J. .
Army Natick Laboratories, Natick, Mass. ...
Army Support Center, St. Louis, Mo. ....... .
Dugway Proving Ground, Utah . o ... i eaaaaaes
Edgewood Arsenal, Md..........
Erie Army Depot, Port Clinton, Ohio-

Finance and Accounts Office, Washington, D.C . .
Fort Benning, G8.ua.ooociecoaaacas cccaccaaoo. JN P
Fort Detrick, Frederick, Mdue_oonoocooiii L. R
Fort Gordon, G8...oceeoon... .
Fort Hamilton, Brooklyn, N.Y _.............
Fort Hood, TeX mamumveee e ee e eemcmeeeeee R

FOort Knox, Ky - oo cmecom oo cemceeeaas

Fort Lewis, Wash. .. .o
Fort Monroe, Va. ...o...... ———

Fort Richardson, Alaska. .. ...cceceeceaes

200



APPENDIX C-2 AUDIT REPORTS ISSUED

Addressee and date issued

eference ommit-
Lees or A#_er]c
ongress | [embers| officials
of
ongress

MILITARY DEPARTMENTS—continued

Department ofthe Army—Continned

Civilian pay audits— Continued
Fort Sheridan, 11
Headquarters, VI Army Corps
Jefferson Proving Ground, Madison, Ind ... .
Letterkenny Army Depot, Chambersburg, Pa. —e.ccooooee | oo —oo.
Pueblo Army Depot, Colo o ceeeaaaao oo
Schenectady Army Depot, N.Y
Siouxb y Depot, Sidney, Nebr oo
Tank-Automotive Center, Warren, Mich. ..o oooooeoeacaas]| cceennes

Other audits and reviews:
Internal audits of military pay and allowances. 159150
Mtilitary pay and allowances, Fort Knox, Ky .ooooooccccoon | —eee e
Travel allowances to military personnel upon separation

fromthe Army... e U . 9-16-66
Internal audits of military pay and allowances.. ._........ 125037 | ecccicn | eeeeeas 12-30-66
Temporary duty assignments, Army Engineers Reactors

Group, Washington, D.C __.
Military pay and allowances, Fort Sll,Okla___._...._____.
Military pay and allowances, Fort Benning, Ga ...... N I U 1-23-67
Duplication of support activities, Alaskan Command..... | ..c.o.| _cooooo | oo 2-17-67
Military pay and allowances, Fort Riley, Kans _..__o._o| coceeen | cooeoee | ooiaenn 3-21-67
Military pay and allowances. 3d Armored Division, Frank-

fUrt, GermMADY ceeeeeececcecccccccccmcccccmcccemmmmmee | mmmemea| eecceoe | ieeeeeenn 3-3-67
Operation of telephone system, Redstone Arsenal, Hunts-

ville, Ala 161752 | eecocce | ioicens 6-21-67
Management of material handling equipment «oococeeee--. 146772 | el | oo 6-27-67

Department of the Navy:

Potential savingsthrough improvement in the management
o materials handling equipment and commercial-design
trucks, Marine COrPS oo oo ie oo ccec e 133324 | 9-19-66

Price increasesunder shipbuilding contracts................. 159206 | .2- 5-66

Potential savings in the procurement of spare aircraft parts
for outfitting aireraft carriers oo 133118| 2-23-67

Need for improvements in supply and maintenance support
for F-4alreraft. oot 152600 | 6- 5-67

Automatic data processing capacity avallable for use by
public works centers (request of chairman, Government{
Activities Subcommittee, House Committee on Govern.
ment OPerations) oo cc e ceooec e e e e e 158837

Developmentand procurement of PHOEN I X missilesysterr
(request of chairman, Permanent Subcommitteeon Investi
gations, Senate Committee on Government Operations:
(Confidential) o oo eeccacmmeeee 153545| ........ 6-20-67

Procurement policies at Naval Construction Battalior
Center (requestof Congressman Charles M. Teague)_-..... 159035 | _.oooo-. 7-22-66

Indebtedness of a civil service employee (request of Congress
man Charles E. Bennett) [ 159708 | ..-o---. 8-30-66

Preparation of biographicaland historicalsketches (requesto
Congressman Robert W. Kastenmeier). __________________ 160226 | ... 12-30-66

Information on U.8.8. Shangri-La (request of Congressmar 159867 | we-----. 4 5-67
Richard S. Schweiker) 159867 | ooeeo... 6-19-67

........ 6- 5-67
........ 5-31-67
........ 9-12-66
........ 8-24-66
........ 2-17-67
........ 12- 6-66
........ 11-29-66
........ 12- 2-66

________ 7- 1-66
________ 8-12-66

_______________ 1-19-67
________ 1-23-67

........ 3-81-67 | ceeeenan
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Addressee and date issued
leference Commit-
teesor A#_er_lcP/
Congress Mem}oers officials
0
Congress
MILITARY DEPARTMENTS—Ccontinued
Department of the Navy —continued
Contract audits:
Avco Corp., Richmond, Ind ooin | i famaieaes
Bendix Corp., Mishawka Division, Mishawka, Ind.. | ccoeeomofoomoei o
General Dynamics Corp., Electric Boat Division, Grot
COND eenmeececccecmec e e e eaee—ee———————————
Grumman Aircraft Engineering Corp., Bethpage, N.Y
Do B 67 72 I SO,
Ingalls Shipbuilding Corp., Pascagoula, Miss.. ... ... 146751 | oo |l
Kollmorgen Corp., Northampton, Mass. ....._.
Ling-Temco-Vought, Inc., Dallas, Tes- .. R
o N
Litton Systems, Inc., Woodland Hills, Calif .. | cooooooo e 9-27-66
Litten Systems, Inc., Amecon Division (subcontracts
Silver Spring, Md .. . e eeeccccmccecccces | e 8-11-66
Lockheed Aircraft Corp., Lockheed-California Co. D
sion, Burbank, Calif . ... .. ool . 133037 | oo e 12-14-66
Lockheed Missiles and Space Co., Sunnyvale, Calif. . .. - - 9-27-66
DO, e 10- 3-66
Magnavoz Co., Fort Wayne, Ind........oceeeen...o. S S N 7-29-66
Philco Corp., Aeronutronic Division, Newport Bee
Calif-. e riiiieemmrccciccmmemes | eeeeeeeadeeceeeeaa 10-27-66
Sanders Associates, Inc., Nashua, NNH.oo..oooooocoom. | eoooccedooaceo bl 9-19-66
Bparton Corp., Sparton Electronics Division, Jacks
MICh e e e 146956 | ..o 8- 3-66
Sperry Rand Corp., Sperry Gyroscope Co. Divisi
Great Neck, N.Y .o ciiiiicciee | cmeeemec b e 8-25-66
Sperry Rand Corp., Vickers Aerospace Division, Ti
o R PRIt RSO PO 1- 6-67
United Aircraft Corp., Pratt and Whitney Division, E
Hartford, Conn 146748 (. eoeeeee ] e 11- 9-66
Do - 2-28-67
Westinghouse Defenseand Space Center, Baltimore, M¢ | ......... [ [ 12-15-66
Supply management reviews:
Aviation Supply Office, Philadelphia, Pa.............. 8-18-66
Bureau of Naval Weapons, Washington, D.C. _.._.___. 7-15-66
Ships Parts Control Center, Mechanicsburg, Pa.. _ 10-14-66
Do 161034 | e feeeee 3-20-67
Procurement reviews:
Ship construction, Portsmouth Naval Shipyard (Confi¢
[ 411 R, 8-30-66
Discounts on fuel purchases .. 12- 8-66
Repetitive procurements. .-..o.occoccmoccmocmcecnas 12-27-66
Civilian pay audits:
Department of the Navy, Washington, D.C............ 5-17-67
Marine Barracks, Washington, D.C_.. . | ool YL 9- 9-66
Marine Corps Base, Kaneohe Bay, Hawaii............. 2-24-67
Marine Corps Supply Center, Albany, Ga— 11-17-66
Military SeaTransportation Service, New Orleans, La. 9-28-66
Naval Academy, Annapolis, M3 . ceeeeeeeceeceee e 8-26-66
Naval Air Station, Alameda, Calif. _— 12-30-66
Naval Air Station, Corpus Christi, Ten — 9-23-66
Naval Air Station, Grosse Ile, Mich—_ 2- 1-67
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Addresseeand date issued
— — b} 3.
teference ‘Iggénc],lrt' Adenc
Congress dergfbers oécial
Jongress
YILITAEY DEPARTMENTS—continued
Department of the Navy —Continued
Civilian pay audits— Continued
Naval Air Station, Quonset Point, R.I . o o.oooo..._. 10-26-66
Naval Air Station, San Diego, Calif........ 2~ 1-67
Naval Ammunition Depot, Colt’s Neck, N.J. 1-1w7
Naval Ammunition Depot, Crane, Ind......... 6- 7-67
Naval Ammunition Depot, Portsmouth, Va_ 11- 966
Naval Base, Pearl Harbor, Hawaii-.. ........ ST 2-24-671
Naval Construction Battalion Center, Davisville, R.I.___. 10-25-66
Naval Construction Battalion Center, Gulfport, Miss..... 3-20-67
Naval Facilities Engineering Command, New York, N. Y. 2-16-67
Naval Hospital, Chelsea, M&ss. ... ..o ccccmcaaiacemann 5-3147
Naval Hospital, 8t. Albans, N.Y ... ... oo 8-18-66
Navsl Mine Defense Laboratory, Panama City, Fla...... 6-30-67
Naval OceanographicOffice, Suitland, Md. .__..........__ 9-19-66
Naval Ordnance Station, Forest Park, Ili.. 6-13-67
Naval Security Station, Washington,D.C ............._._. . 11-18-66
Naval Shipyard, Pearl Harbor, Hawaii REEEEEEE 2-24-67
Naval Shipyard, Portsmouth, N.H - ... ... | e feeee . | 2-15-67
Naval Supply Depot, Newport, R.I..o.ooomoomiioaaan | e ] e 9-21-66
Naval Underwater Weapons Research and Engineer

Station, Newport, R.I... ..o ooiieiimaimcimccmimen | ecmecfcecaeian | e 1-10-67

Ship Systems Command, Washington, D.C........cveewee | cooeie oo e 9-20-66
Transportation reviews:
Transportation management activities, Naval Supply

Center, Long Beach, Calif_ . N IO DU 6-12-67
Transportation management activities, Marine Corps Sup

ply Center, Barstow, Calif...._ ... .. oooiiiiii | i e el 6-16-67

Other audits and reviews:
Recreational flying clubs at Naval Air Stations, Dallas

and Corpus Chrlstl, TeXo oo ooeemoaiimi i | e Jccciccc | oo e 9- 7-66
Retention of fuel aboard inactive ships._.._.........._.... 159695 {ococcemo | ccmmmemn 9-21-66
Recreational flying clubs at White Sands Missile Range,

N. Mex., and Fort Sam Houston, TeX.....ceeoccacuaaean - - 11-21-66
Control of Iabor costsdf repair programs, Naval Air Station,

Norfolk, Va__ e [ (R [ R 1-20-67
Maintenance and repair of red property, Naval Air Station,

Glenview, T o i . . 2-23-67
Military pay and allowances, Naval Base, Key West, Fla. 4- 467
Military pay and allowances, Marine Corps Schools,

Quantico, Va EEE T A U (N 4-19-67
Military pay and allowances, Naval Air Station, Corpus

Christi, Tex | 42067
Accounting for appropriations. . ..o cevoimmiiiiiiiaaoe.. 161345 5 3-67
Military pay and allowances, U.S.S. Lowry . 6- 1-67
Military pay and allowances, U.S.S.Orion. .c...occoceeiae | mmmmaccoc|occcccmens| cmmmmeeee| 6- 1-67
Cost accounting system, Naval Hospital, Oakland, Calif.. 6-26-67
Plans for construction of new barracks, Naval Air Station

Oc¢eana,Va === 133316 | oo | comomeeee 6-29-67

Department ofthe Air Force:
Potential savings through improved controls over per diem
payments to military personmel o .o cooceoio.-. 125037 | 8~ 966 | ecceeeio|ammnnnaann
Management of selected time compliancetechnical orders re-
quiring modificationsto enginesfor F-100aircraft-.... .. 158059 | 8-22-66
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Addressee and date issued

Reference Commit-
teesor | Agenc
Jongress Mergfbers officidls

Congress
MILITARY DEPARTMENTS—continued
Department of the Air Force— Cantinned

Potential savings through improved utilization of space avail-

able on administrative military aircraft. 159187 | 9 766 | -ccenn-ns e e
Follow-up review of the management of sireraft enginesused

In ground training Programs. .c..ccco o wcooecemmcaaaaaaes 132989 9-3W6 |eeoceoce | comeeoos
Procurement of thrust vector control nozzles for the MIN-

UTEMAN missile program- 146876 | 9-30-66 |...._....
Management of hi-valu aeronautical parts by Pacific Air

FOrces Bases-. aummmmmmm e 160581 | 3-28-67 | cecccmman | cmmenans
Procurement of critically needed missile fuel under adverse

conditions from a sole-sourcesupplier..... «ooocoeeeeiaooot 157445 | 4-24-67 | oo | aeiiiann
Allegationpertaining to the Air Training Command (request

of Congressman HI ¥y B. Gonzalez).. e 159030 | -euenn--d 83166 | .eue--- -
Allegation pertaining to Hahn Air Base Germany (request

of Senator Paul Douglas) . cceccceeccceccccccacecccaecaaaaas 160151 | ......... 11-14-66 | ceeeeeee.
Allegation pertaining to Blytheville Air Force Base (request

of Congresswoman Martha W. Griffiths) -o.oooooccooooooo 160015 | .eeeee... 12567 | cevennann
Engineering activities at Dover Air Force Base, Del. (re-

quest of Senator John J. Williams) oo cceeeeccceaaaceaaaan 160412 | ......... M1-67
Allegation pertaining to North Truro Air Force Station,

Mass. (request of Congressman Hastings Keithy........ . 160905 ... 5-2-67
Administration of contract for custodial servicesat McCleUan

Air Force Base (request of CongressmanJohn E. MS). .. .| 161139 | _....__.. 6-28-67 | e
Procurement o relocatable houses by the Air Defense Com-

mand (request of CongressmanBurt L. Taleott). -...._... 156615 | -ceoooee- 6-30-67

Contract audits:

Aerojet-General Corp., Azusa, Callf._. ... L. 10-13-66

Aerojet-General Corp., Sacramento, Calif- .. 4-13-67

Atlantic Research Corp., Alexandria,Va.......... 11-25-66

Bendixz Field Engineering Corp., Owing Mills, Md _.........l ... | ccooooofoooooo . 11- 9-66

1~ 4-67

7-19-66

9-9-66

9-26-66

1716

9- 86

2-21-67

Defense Electronics Corp., Moorestown, N.J ..o ooooaceemmiaaaaaaaas R I 9-13-66

Douglas Aircraft Co., Inc., Santa Monica, Calif........._._|-._...._. 10-21-66
General Dynamics Corp., Fort Worth Division, Fort

WOrth, TEX ceeeeeececceccaccccccscaccacccncanenneenaneanaa| 153545 | oo o loeaoo.. 7-14-66

General Electric Co., Lynn, Mass - oo coeemioi e | ol 7-28-66

General Electric Co., Philadelphia, Pa. «occcooemeieec e | o 11- 2-66

Hercules, Inc., Magna, Utah .......... . 1-30-67

3 2- 2-67

Hokonson, C. G., Co., Ine., Santa Ana, Calif ..o feoeiaians]| coomee oo 10-20-66
Lockheed Aircraft Corp., Lookheed-Georgia Co. Division,

Marietta, Ga .eeeeceeceeceecececcaccecceccecneennennas| 146966 | e 10~ 3-66

LTV Electrosystems, Inc., Greenville, Tes coceeeccccdeees | coeeicieaees 10-11-66

MeDonnell Co., 8t. Louis, Mo 9-16-66

North American Aviation Ine., Autonetics Division, Ana-
heim, Calif <o cccecccceeccaaan| 146876 e 7-14-66
Northrup Corp., Hawthorne, Calif 8- 5-66
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Addressee and date issued

Referenc Jommit
tees or Aﬁti;ency
Congres »{e%fb e1 | officials

Jongres
MILITARY DEPARTMENTS—continUed
Department of the Air Foree—Continned
Contract audits— Continued
Perkin-Elmer Corp., Electro-Optleal Division. Norwalk,

L) ¢« v KN K 9-13-66
Philco Corp.,Philadelphia, Pa weeeeeeecemeeeeeeennnnnnees N _ 1- 467
Republic Aviation Corp., Farmingdale, N.Y woeeeemmccn| coveeeens] cocmmenns - 7-20-66
Sylvania Electrfc Products. Inc., Waltham, MasS eaceecccee | coooooac | comeeaecs | oot 8- 1-66
Texas Instruments Co., Inc., Do, TeX weeeemeeceacaana- 11-21-66

Do 11-3066
Thiokol Chemical Corp., Huntsvills, Ala ..cooceeomaano _— 8- 6-66
Thiokol Chemical Corp., Wasatch Division, Brigham City,

Utah 146876 | weenn-.. — 7-14-66

Do 146897 R 1-29-66

o TSRS IR (S I 12- 5-66
United Aircraft Corp., Sunnyvale, Calif. — | | ceees | 8-10-66
Various contractors of Ballistic Systems Division, Norton

Air Force Base, Calif oo oo | e | e 12- 6-66
Various contractors of the Air Force SystemsCommand.. . | ... | oo | ool 9-19-66
World Tool and Engineering Co., Inc., Minneapolis, Minn . | ________| c.....| . 5-15-67

Supply management reviews:
Air Force Logistics Command, Wright-Patterson Air Force
(SIS0 o1 (o Y RIS I B 9-27-66

Alr Force Systems Command, Washington, D.C. — 12-19-66
Ogden Air Materiel Area, Ogden, Utah ..o 8-15-66
D0 e e ——————— 10-26-66
Oklahoma City Air Materiel Area, Oklahoma City,
(@ = Ua Ty 4T SRR (N IS 8-18-66
Various Air Materiel Areas (excessstocks needed by other
MY Serviees) oo S| 146814 | ool | e 11-22-66
Procurement reviews:
Beds for launch control capsules...aeuememeemeameemeenennns 146876 | woeaee | e 9-21-66
Civilian pay audits:
Accounting and Finance Center, Denver, ColO .............| _______. [ 6~ 6-67
Air Force Academy, COl0 cuuummmocccine i | i | e | e 7-19-66
Air Force Systems Command, El Segundo, Calif. — | ____.___|e | 2- 2-67
Balakar Air Force Base, Ind R 4-24-67
Barksdale Air Force Base, La. ... 2-24-67
Blytheville Air Force Base. Ark oo oocceocmccmaaicceeee| e | e 11- 2-66
Cannon Air ForceBase, N .Mex ....oooooomconaaeeee | s | 5-25—-67
Carswell Air Force Base. TeX <ceeoaeoaaaaos .- R 10- 3-66
Combat Support Squadron, Duluth, Minn. ..occcocccecce | covvie | e | e 7-12-66

Dover Air Force Base, Del oo N R R R 9-30-66

Ent Air Force Base, Colo........ 7-16-66
Falrchild Air Force Base, Wash ........ - .| 11- 366
Forbes Air Force Base, Topeka, Kans ..o -cccoeeaaaoooooooio| oiiice | eeeeoos 10-11-66
Grand Forks Air Force Base, N.DakK. - oooooomeceaaaaad oo | e 12-16-66
Hanscom Field, Bedford, Mess e 4-27-67
Hunter Air Force Base, 38 -cceeecmmmcmeeccccesecmmcceeee | e || L 1- 4-67
Keesler Air Force Base, MiSS occceeeeeoeac e | | 3-29-67
Lackland Air Force Base, TeX caceaeeccccccccccccccmceanann 3-17-67
Laredo Air FOrce Base, T6z coueceoaeccaecccceccccecaaas .. 4-28-67
Lookout Mountain Air Force Station. Los Angeles, Calif... | | | ______. 10-31-66
McConnell Air Force Base, Wichita, K S eeeeceeeeeeeeccecs | L L. - 2-67
Minot Air ForceBase. N .DakK «cocuunmmcimciieeeeeeen | L 12-15-66

205



AUDIT REPORTS ISSUED

APPENDIX C-2

Addressee and date issued

teference Jommit
tees or Aégency
Congres: /Iem})ers officials
[
Jongress
MILITARY DEPARTMENTS—continued
Department ofthe Air Force—-Continued
Civilian pay audits— Continned
Moody Air Force Base, Q8- eocoocaammmoeciacacccnene | wemeccahecciiiiin | et 1-26-67
Ogden Air Materiel Area, Utah....... DU () EOIIPP RN 7-19-66
Perrin Air Force Base, Sherman, TeX..euoeeeunn... RO I I 11-23-66
Randolph Air Force Base, TeX-ewnuuemummoneeeeiiaiainan | comcaece e 10-28-66
Richards-Gebaur Air Force Base, Grandview, MO. ..o oo | coooccoofocaooos 2- 2-67
San Antonio Air Materiel Area, TeZ... .eveeeieoecaccmaaee | amcceecec]ocmeeenn 7- 666
Stewart Air Force Base, N.Y oo oo oot omm i iiiin | e e 1-23-67
Troop Carrier Group, Minneapolis, Minn [T N 7-12-66
DO, e e e JEEUUR R (R MR - 5-67
Turner Air Force Base, Ga..co..ooooomeocioaanocaieccan | el | ciiees 10-13-66
Walker Air Force Base, N. Mex.. e 4-14-67
Webb Air Force Base, TeX. .. on'vomemeceecanenan 8-11-66
Whitemsan Air Force Base, Enob Noster, MO...ccuevune-.. 7-13-66
Transportation reviews:
Transportation management activities, Travis Air Force
Base, Callf. ... et ee e imcmmeeccccccamae | ammcmeme] e 7-12-66
10-26-66
Procurement of air passenger tickets for dependent children
of personnel. ..o it | e | el 7-13-66
Air shipments from MeChord Air Force Base, Wash._.... 157476 |oceaces | ccmmene 11-28-66
Other audits and reviews:
Leasing of air-conditioning equipment...._................ 158825 iieieinni | cmmmeeen 8-25-66
Temporary duty assignments, personnel of Air Materiel
Areas..  mmeeeeee- 8-29-66
Payments of claims, Accounting and Finance Center,
Denver, Colo R ISR SN R 12-12-66
Preparation of orders for duty, Air Reserve Personnel
Center, Denver, Colo- 12-30-66
Relocatable housing project. .o o. o ooooooe oo 156615 |-oomooae. 2- 2-67
Accounts of accountable officer, 1929 Communications
Group, Seattle, Wash. - ... om it 4-18-67
Military pay and allowances,Minot Air Force Base, N. Dak. | .oocoooofocmoaoom | e 4-20-67
Military pay and allowances, Tachikawa Air Base, Japan. | ccacocoo]occecmens | comcauan 4-21-67
Military pay and allowances, Sellridge Air Force Base,
Mt. Clemens, MIch. .o oeeoiom i cataeecaeneeeee | memcemeeafimcccas | e 6- 1-67
INTERNATIONAL ACTIVITIES
Agency for Infernational Development:
Survey of internal audits and inspections relating to United
States activities in Vietnam . ... ... ooiiiiiioioiaos 159451 71866 | acuvcene | iamaceeen
Review o audit and inspection programs conducted by
United States agenciesin Vietnam during 1966-........... 159451 | 5= 467 | euicee e
Information concerning delays in finalizing audit reports by
auditors assignedto the Agency for International Develop-
ment’s Mission in Vietnam (request of chairman, Subcom- !
mittee on Foreign Operations and Government Informa-
tion, House Committee on Qovernment Operations). ... .. 159451 10- 4-66
Analysis of the Agency for International Development’s
Report to the President entitled “Management of AID
Commodity Programs, Vietnam—1966” (request of chair-
man, Senate Foreign Relations Committee) . 160763 421671
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INTERNATIONAL ACTIVITIES—Continued

Agency for International Development— Continned
Review of the Agency for International Development’s im-
port of petroleum products (request of Senator James B.

POATSOM)  cao s aeecee e cmememcc e e emmmmamemam e maaas

Review of land “feform measures undertaken in Vietnam
(Secret) (request of chairman, Subcommittee on Foreign
Operations and Government Information, House Com-

mittee on Government Operations).  _._......occco ...

Expenditure of dollars instead of forelgn currency avai lableto

United States Government agenciesin Columbia. -........

Examination of a livestock credit bank loan to the Govern-
ment of Colombia...............
Review d selected payroll and Ieave records processed by the
Agency for International Development in Washington,

ReV|ew of the donation of cornmeal and flour instead of less
costly corn and wheat in support of food relief programs to

the Republic of Korea. ... .ooocoeeomoiaoao e,

Review d United States assistancefurnished Liberia for edu-
cational and highway development purposes. -.....
Review of the billing and collection of amounts due from
employees. .-« et ceceeeee

Procurement practices followed by the Afro-American Pur-‘

chasing Center in regard to nondisclosure o the prices paid
for measles vaccine.

Review o programming, utilization and maintenance o
AlID-financed equipment and vehicles furnished African
countries under limited assistance programs.._............

Review of proposed aecounting system for investment guar-
anty program, AID

ual, AID e -
Deparfment of Defense:
Military Assistance Program:
Review of manpower utilized to administer the military
assistance program for Japan (Secret).............ooo..
Feasibility of using United States-owned excess foreign
currenciesinstead of dollars to pay for Ocean shipment of
military assistance program materiel................_.__..
Procurement of locomotives for Thailand under the military
aSSIStanCe Program - - - - oo oo
Disposal of exeess military property in Turkey (Confiden-
LT )
Review of excess military assistance ammunition and
weaponsin Turkey (Secret)
Information relating to the survey of implementation by
the military sudit agencies of audit plans for Vietnam
(request of chairman, Subcommittee on Military Con-
struction Appropriations, Committee on Appropriations)
Potential savings by furnishing raw materials instead of
finished consumable supplies under the military assist-
ance program for Korea (Secret)

United States assistanceto health projectsin El Salvador....

159451

159451

146749

160064

160789
160735

160789

158381

158381

159341

146749

157421

160530

125085

159451

159406

8-15-66

12-13-6€

1-31-67

2-28-61

4-10-67

6- 8-6i

10- 7-6t

8-30-66

9-23-66

9-28-66

9-30-66

10- 6-66

12-20-66

2- 1-67

2-16-67

5-18-67

6-28-67

6-30-67
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INTERNATIONAL ACTIVITIES—Continued

D&artment of Defense — Continued
Military Assistance Program — Continued

Review of local currencies contributed by certain countries
in Europe and the ¥ar Kast to defray costs of administer
ing the military assistance program -oooccoccoocamoee

Review of drawings obtained from overseas vehicle manu
facturers under the military assistance program......._.

Need for improved supply management of spare parts and
equipment furnished under the military assistance pro.
gram for the Korean Air Force (Secret) -aeemocccaaanan--

Lack of proper planning, coordinating, and contracting ot
a construction project for the modernization of an aircraft
control and warning system under the MAP for Korea
(SECIEL). . . ce o e e R

Potential savings through improved management practices
over the supplying of bulk petroleum requirements fox
Korea (Secret)

Need to exercise greater control over the use of military
budget support funds furnished under the foreign as-
sistaneeprogramfor Korea (Secret).. - oooceooooccaaaaoe-

Potential reduction in training costs to be realized by train.
ing Latin American personnel under the military as-
sistance program at United States armed forcesschoolsin
the United States rather than in the Panama Canal Zone
(G103 (=]

Need for improved management o military assistance furn-
ished to the Qreek Air Forceunder themilitary assistance
program (SeCret)em - weuweemcecemeereeeaeeeceee e e mameaas

Need for improved management of military assistance
furnished to the Turkish Air Force under the military
assistance program (Secret) oo oo oo ccceaaaaaaiiieaas

Other International Activities:
United States construction activities In the Republic

Survey of implementation by the military audit agenciesof
their audit plans for Vietnam (request of chairman, Sub.
committee on Military Construction, House Committee
0N APPropriations) .- ... .u ot e

NATO cost-shared infrastructure military facilities in
France, as of December 31, 1965 (Secret) (request of
chairman, House Committeeon Foreign Affairs). ........

Review of cost reimbursement due the United States for
pre-financing NATO infrastructure projects (Secret)...

Review of the administration of a construction cost claim
against NATO by United States Air Forces in Europe
(Confidential) - oo oo oo

Interagency Program:
Food for Peace:

Review of precautions taken to protect commercial dollar
sales of agricultural commodities to foreigncountries pur.
chasing the same type commodities for foreigncurrencies
under Public Law 480 e
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160122

160122

160359

125060

133055

159451

159451

146820

8-18-6¢€

1- 9-6.

9-23-66

10- 466

10-10-66

10-31-66

11-30-66

1- 9-67

2-16-67

5-29-67
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INTEBNATIONAL ACTIVITIES—continued

Interagency Program — Continued
Food for Peace—Continued
Survey of extent of audits of food donation programs ad
ministered by nonprofit voluntary relief agencies ...
Potential savings in costs of transporting food donated fo
distribution abroad - -ceoooooooooo il
Problems in processing claims against voluntary relie
agenciesarising fromalleged loss or misuse of food donater
for distribution abroad. ... iiiiiaaas
Information relating to the relationship between voluntar
relief agenciesand the Government in the field of foreigi
relief (requests of Congressman William S. Mailliard
Congressman Phillip Burton, and Senator Georg
MUIPNY ) o e oo
Review of grain losses in India due to inadequate storag
facilities (request of chairman, Foreign Operations an
Government Information Subcommittee, House Com
mittee on Government Operations). . ............... .
Information relating to the balance of payment effect ¢
having foreign countries receiving food donated unde
Public Law 480 participate to a greater degree in th
financing of ocean transportation costs (request of chah
man, Foreign Operations and Government Iaformatio
Subcommittee, House Committee on Governmen
Operations)
Review of the administration o foreign food donation pre¢
grams for Chile and the Republic of China . .........._.
Review of the sale of frozen poultry to the United Aral
Republic under title I, Public Law 480 ... .__.__..
Review df the sale of vegetable oil to the United Arab Re
public under title I, Public Law 480 ... -
Sale of non-surplus beef under title 1 of Public Law 480._.
Utilization of Foreign Currencies:
Possible dollar savings through expanded use of foreigi
currencies to transport personal effects abroad- -........
Maintenance of value of United Statesowned foreign cul
rencies (request of chairman, House Committee 0
Government Operations) -cueeooeocccaaaaaaacceaanaa--
Use of dollars rather than foreign currency to finance th
local costs of Eve development projects in Brazll_.......
Department of State:
Payment of certain severance benefits to Foreign Servic:
0] 10T RN
Information relating to the operation o the Internation:
House in Saigon (request of Senator Wayne Morse).. ...
Transportation costs of airlifting refugeesfrom Cuba to Miax
and repatriated United States citizens from Cuba to Ner
Orleans via Mexico (request of chairman, Senate Foreig
Relations Committee)
Use by foreign diplomatic personnel of the United State
Navy exchange and commissary faeilitiesat Taipei, Taiwa
(request of chairman, House Committee on Arme
SEIVICES) womcm et ettt

159652

159652

159652

159652

160643

159652

3-7-6

4-28-6i

6-20-6%

146749

146749

146820

160300

160655

14719¢

160732

8-18-6¢

9-15-66

5- 2-67

3-31-67

10-13-66

10-17-66

11-30-66

12-12-66
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INTERNATIONAL ACTIVITIES—continued
Department of State — Continued
Review of administrative activities of the United States
Embassy and selected consulatesin Mexiao-. .........__.. 169601 | ool | oooceeeo. 7-28-66
Review of administrative activities of the United Stater
Embassy in TaiWan eec-.ouenieic i iiimereeccccmacnas 159662 | ... | ..o 7-29-66
Irregular settlement of a shortage in the accounts of a former
United States disbursing officer........ ... 159238 | ooeool | cceace-. 8-24-66
Need for improvements in certain aspects of the planning and
administration of the refugee assistance program in Hong
P2 - U 155440 | cocecen | eocmceae 17-14-66
Per diem allowancespaid to Foreign Service personnelwhik
on temporary duty inthe United StateS.cceeoeoooomcaoaace | cooaon | comcccen | cameceeet 12-27-66
Review of administrative activities of the United Stater
Embassy and selected consulatesin the United Kingdom. 169601 | oceeonn | coeomee-n 2-21-67
Review of selectedaspectsof proceduresand practicesrelating
to refunds of authentication lees, Department of 8tate.... | ccceecee | coccecee | comamancs 6-20-67
Department of Transportation:
Federal Aviation Administration:
Review of selected aspectsof the training and familiarizatio
services provided to foreign nationals by the Federal Avi
ation Administration ...........ooo.oiiiiiiiiiiianan 18670 | v | commeee, 4-12-67
Peace Corps: -
Review of the manner inwhich the Peace Corps processesanc
accounts fur unreturned transportation tickets..... . 156896 | ool | cocaeeen. 4-25-67
United States Information Agency: T
Potential savings through constructing rather than lsasing
housing at Brewerville, Liberia.......o........oo...... 118654
Limited distribution of a motion picture 118654 i- 8-66
Review of selected newsreel contracts, United States Informa
010 AQENCY. . - oo i oo imcccccc e | ememmmee | e | e 9-15-66
Review and approval of the payroll segmentof United State!
Information Agency’s accounting system. ................ 11636F | coccccer | commeenn. 10-10-66
Savingsto be realized by more extensive procurement of mul
tiple-year magazine subscriptions........cccocen covin | emcmccc | miciiint | coeonens 3-1-67
Review of selected operations of the United States Ififorma
tlon Servicein Japan......cceeemeiceeaeicaienienimene | mecccmee | eeccmect | cmmeemen. 3-29-67
Export-Import Bank:
Audit of Export-Import Bank of Washington—fiscal year 196t 114828 | 4-3-61 | ooooeon| cooooioo
Review of statements of assets, liabilities, income, and ex
penses, Export-Import Bank of Washington.............. 114828 | o' L. 4- 3-67
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GOVERNMENT-WIDE REPOBTS
Review of geodetic surveying activities within the Federal
GOVEIMMENt-- -+ - e e cccccccmcacaee ---.| 133188 | 1-26-67 | _._. S
Administration of certain statutory and regulatory reguire-
ments relating to architect-engineer fees. ..o ___.oo______. 152306 | 4-20-67 |ocoeeoooooiaaaaas
Price differential formulasapplied by the Department of De-
fense and the civil agencies under the Buy American Act
(request of Congressman Charles E. Chamberlain).......... 156082 | .occceen- 2-2867 Juuouoann
Information concerning the use of Xerox copying equipment
in Federal agenciesand the District of Columbia Government
(request of Senator Clifford P. Case). -cceeeeeieiaacnaaane 146930 | veceanee- 3-10-67 |-.._._. .
Use o independent accountants by Government agencies and
departments (request of chairman, House Committee on
Bays and Means) --- 93007 | eceee--- 51767 | eecemaaas
Actions taken by various Federal agencies to implement the
President's program for improving the quality of service to
the public:
Surveysby the General Accounting Office:
Regional offices:
Atlanta. ..o 130730 | eeeemeend - 7-66
Boston.... 130730 | ccmocceo] e '326-66
Chicago.. NSO O I R 10-11-66
Cincinnati. . 130730 | ccoicio| e 9- 266
Dallas...- 130730 | ccceccce| ccemeaen 10-24-66
Denver- 130730 | oo ceeeees 8- 1-66
Detroit 130780 | cococmcon} cceeeeoes 9-23-66
Kansas City -- 130730 | oot eeiie 10-28-66
Los Angels.-. e el 130730 | ool el 9-30-66
New Orleans.... 130730 | woveoccon] wcune- 7| 10-11-66
New York. _ 130730 8-2-66
Norfolk-. . 130730 | vomcceoe| cocceens 8-30-66
Philadelphia- - ke 07c o IR I 9-13-66
San Francisco - 130730 | il e 10-17-66
=T L1 - P 13073C | ool oo 11-10-66
Washington- . - - oo e 130780 | o] oo 10-17-66
Branch offices:
Frankfurt, Germany.....oeoeomoeoceceaeees [ 13073C | eoeiioaen] eemeeees 10- 4-66
Honolulu, Hawaii-. «eoccmcccccics coccamomcieaee {13073( """"""""" 8-2-66
- 130730 | ool oo 10-10-66
ORGANIZATIONS OUTSIDE TEE FEDERAL GOVERNMENT
Gorgas Memorial Institute of Tropical and Preventive Medicine
Ine. (196)  eemmmeeees 114867 | 12-30-66 | momoomoen comoonoenn
Government Services, Inc., and its Employee Retirement and
Benefit Trust Fund and Supplemental Pension Plan (1966)- 11482 | 4-11-67 ¢ o memamean

41167 -
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DIGESTS OF GENERAL ACCOUNTING OFFICE REPORTS TO THE
CONGRESS DURING FISCAL YEAR 1967

Most of our audit work in the departments and agencies of the Federal Government
is performed in furtherance of our policy of directing our available manpower re-
sources to those areas which, in our opinion, will be most productive of significant
findings and recommendations for improving Government operations and achieving
greater efficiency and economy.

Accordingly, our reports are not intended as overall evaluations of agency per-
formance with respect to the programs or activities with which the reports are
concerned. While we are exerting constant effort to present our findings and recom-
mendations in proper perspective, the conclusions stated in the reports should not
be taken as extending to broader areas than indicated in the reports.

In the light of these qualifications, a digest of General Accounting Office reports to
the Congress during fiscal year 1967 is presented below.

CIVIL DEPARTMENTS AND AGENCIES
DEPARTMENT OF AGRICULTURE
AGRICULTURAL RESEARCH SERVICE

Need to strengthen controls over use of modified live virus vaccines in the hog cholera
eradication program, B-133192, Apr. 18, 1967

The use of modified live virus vaccines during calendar years 1964 and 1965
had been cited by ARS as the ﬁrobable source of hog cholera in about 15
percent of all reported outbreaks of the disease in the Nation, for which
probable sources of the disease were identifiable. We found that (1) informa-
tion available to ARS both prior to and after the start of the eradication
program indicated the dangers associated with the use of modified live virus
vaccines, (2) among the States, there existed problems and a lack of uniformity
in the use of modified live virus vaccines at particular stages of eradication,
and (3) research results indicated that controls over the use of modified live
virus vaccines were not adequate.

We recommended that our report be made available to the Hog Cholera Biologics
Study Group of the Secretary of Agriculture’s Advisory Committee on Hog
Cholera Eradication which, during March 1967, was appointed specifically
to establish basic guidelines for using different hog cholera vaccines. In May
1967, the Department of Agriculture advised us that the study group had been
requested to take the report into consideration in making recommendations
with regard to the further use of hog cholera vaccines. Subsequently, our pro-
posals for corrective action were generally supported by the study group.

AGRICULTURAL STABILIZATION AND CONSERVATION SERVICE AND
COMMODITY CREDIT CORPORATION

Opportunity to reduce costs of providing protection from heat and cold on shipments
%f ce%iinlg%%ishable commodities, Commodity Credit Corporation, B-114824,
ug. 1,

Our review disclosed that costs could be reduced by, and savings to the Govern-
ment would result from, the Corporation’s eliminating excessive protection
on shipments of butter and cheese, without risking spoilage or deterioration
of these commodities. We estimated that during fiscal year 1964 the Corpora-
tion could have realized savings of about $219,000 in transportation costs for
butter and cheese if it had required protective services comparable with those
of a commercial shipper. The Executive Vice President of the Corporation
informed us that he concurred with our suggestion that a comprehensive study
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would be desirable and that an evaluation df protective services required for
protecting perishable commodities from damage or deterioration In transit
would be made. He stated also that the requirements would be revised, where
appropriate, and that periodic evaluations would be made to review the
adequacy of such requirements.

We recommended that Department officials explore the opportunity for reducing
costs by instituting procedures providing for revising protective services instruc-
tions when changed weather conditions prior to actual shipment would ma-
terially affect the amount of protection previously prescribed. We recommended
also that consideration be given to the feasibility of revising the requirement
for freezing print butter prior to shipment. In March 196/ the Department
informed us that this requirement had been eliminated.

Need to further revise regulations to minimize loss of proceeds to the Government
under the wheat marketing allocation program, B- , Nov. 7,

Our review of the regulations and procedures of the Department relating to the
sale of domestic wheat marketing certificates by the Commodity Credit
Corporation showed that departmental regulations permitted certain wheat
processors to purchase certificates for less than the number of bushels of wheat

actuall ﬁrocessed. We estimated that the Corporation’s proceeds from the

sale the certificates would have been increased about $5.4 million for
certificates on wheat processed into white flour during the 1964 and 1965
marketing gears if processors had been required to purchase certificates equal
to the number of bushels of wheat actually processed.

After we brought this matter to the attention of the Department, it amended the
regulations, effective July 1, 1966, to establish a standard conversion factor
reflecting a lower extraction rate. Although this change can be expected to
increase ?roceeds to the Corporation by about $650,000 annually, we expressed
our belief that the revised standard conversion factor was still not representative
of the extraction experience of mills reporting on the conversion factor basis
and that the use the revised standard conversion factor by certain mills
would still result in substantial loss of proceeds to the Commodity Credit
Corporation. Accordingly, we recommended that the Administration (1) obtain
reliable data on the extraction experience of those mills that determine their
certificate liability on the basis of the standard conversion factor and (2)
establish the standard conversion factor on the basis of the average extraction
rate of such mills. We recommended also that the Administrator periodically
review the extraction experience of those mills that use the standard conversion
factor to ascertain whether that factor is representative of their actual extrac-
tion experience. Consistent with our recommendations, the Department revised
its regulations further in July 1967.

Comparison of costs of storing grain on the farm with rates paid for such storage by
the Commodity Credit Corporation, B-114824, Nov. 28

We commented that the storage rates paid by the Corporation for grain stored
on the farm under reseal loan programs were, in our opinion, significantly
higher than the estimated cost of storing grain which we computed as a
result of our review. Also, we expressed the opinion that the substantial income
derived by producers from high storage rates may have discouraged the
marketing of grain by producers and may have thereby increased the period of
time for which the Government was required to pay storage.

We recommended that the Department make a study of storage costs incurred
by producers under the reseal ﬁrogram for grain with a view to establishing
reseal storage rates in line with such costs and setting such rates at a level
which will not discourage redemption of grain under price-support loans. In
response to our proposal, the Department stated that it was not convinced that
a storage-cost figure should be a determining factor in setting the storage rate
and that the rate paid for storage of resealed grain was not a determining factor
as to whether a producer redeemed his loan.

Examination of financial statements of Commodity Credit Corporation for fiscal year
1966,B-114824, Mar. 13,1967

The Corporation reported a total realized loss of $3 billion for fiscal year 1966.
This loss, reimbursable through appropriations, was substantially the same as
the realized loss for fiscal year 1965. The amount of unreimbursed losses at
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June 30, 1966, was $7.6 billion. The realized loss of $3 billion for fiscal year
1966 did not include costs totaling $1.9 billion incurred by the Corporation
in carrying out special activities such as those under the Agricultural Trade
DeveloEment and Assistance Act of 1954, commonly known as Public Law
480. The costs of these special activities are accounted for separately by the
Corporation.

In view of the unique character and vast scope of the Corporation’s operations,
particularly with respect to commodity inventories, it was not practicable for us
to perform all the examination and verification steps which we believe would
be necessary to reach an independent overall opinion concerning the accuracy
and fairness with which the financial statements present the Corporation’s
financial position at June 30, 1966, and the results of its operations for the
year then ended. However, we expressed the opinion that the Corporation’s
accounting methods provided a generally satisfactory record of its financial
transactions and that its system of financial reporting was, in general, adequate
for the purpose of supplying the Corporation’s management with information
for conducting its affairs.

CONSUMER AND MARKETING SERVICE

Opportunities for reducing costs of transporting donated commodities to State
agencies, B-133059, Dec, 29,1966

We found that two commodities—oprint butter and frozen beef—were being
shipped to State agencies in lot sizes having gross weights below the minimum
shipping weights upon which the freight rates of certain carriers were based. On
the basis of our review, we estimated that savings of about $138,000 could
have been realized in 1 year if the size of the carload lots of print butter had
been increased from 30,000 to 35,000 pounds and the size of carload lots of
frozen beef had been increased from 22,000 to 30,000 pounds.

Although C&MS took specific action to increase the size of butter and frozen
beef shipments, we believed that existing procedures had not been sufficiently
strengthened and, therefore, that further steps were necessary to ensure that
lot sizes for all commodities were established and maintained at levels that
would effect the most economical shipping cost consistent with E)rogram require-
ments. Accordingly, we recommended that the Service establish specific pro-
cedures to achieve this objective. In January 1967, C&MS issued further in-
structions to its commodity contracting officers to provide assurance that below
minimum carlot weights are not inadvertently used in C&MS purchases.

We found also that shipments of commodities were often made in accordance with
the mode of transportation requested by State agencies, even though this was
not in all cases the most economical method of shipment. It was our opinion
that substantial savings would have been realized if C&MS had required the
State agencies, whenever possible, to refrain from requesting delivery by rail
only so that optimum use could be made of the most economical mode of ship-
ping commodities. In May 1966, C&MS advised us that it planned to have
State agencies make their requests for shipment so as to permit the maximum
use of either truck or rail in order to hold transportation costs to a minimum. We
were advised further that an instruction was issued in July 1967 for distribu-
tion to State agencies to aid in achieving this objective.

Distribution of Government-donated food commodities in selected counties in Penn-
sylvania, B-133059, Feb. 28, 1967

We found that, in the State of Pennsylvania, food donated by the Federal Gov-
ernment was distributed to a significant number of families who did not meet
the eligibility requirements for participation in the commodity distribution
program. A statistical estimation of the results of our sample in each of the
three counties selected by us for review indicated that (1) of the 55,160 fami-
lies participating in the program in the three counties, between 14,400 and
26,800 did not meet eligibility requirements and (2) donated commodities dis-
tributed to such ineligible families during a 3-month period cost the Federal
Government between $182,000 and $602,000.

After we brought our findings to the attention of C&MS officials, a review of the
caseload of eight counties in Pennsylvania, including the three counties that
we reviewed, was made to determine eligibility of the families. These reviews
resulted in about 18,800 families being removed from the rolls of eligible par-
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ticipants. We estimated that this action would result in savings of approximately
$6(§5,000.Also, the Administrator, C&MS, advised us in August 1966 of vari-
ous corrective actions, consistent with our proposals, that would be taken to
improve the administration of program activities.

Analysis of data on certain as%ects of milk marketing in the southeastern Florida
area, B—160741, Feb. 10,196

At the request of the chairman, Intergovernmental Relations Subcommittee of
the House Committee on Government Operations, we collected and analyzed
data on certain aspects of the marketing of milk products in the southeastern
Florida area. Our analysis covered primarily the prices that handlers (buyers
of fluid milk) paid to producers (dairP/ farmerss) for milk utilized for fluid
consumption and the retail prices of milk sold for fluid consumption. We also
compiled background information on the nature and use of Federal milk
marketing orders.

We noted that the pricing formula used for computing minimum prices paid to
producers for class I milk—milk utilized in fluid consumption—in the south-
eastern Florida area which became effective in December 1966 did not give
consideration to either local supply and demand conditions or supply and
demand conditions existing outside the marketing area. We commented that it
appeared that an appropriate milk pricing formula would be one which gives
consideration to local supply and demand conditions as well as to supply and
demand conditions existing outside the marketing area. It appeared that giving
consideration in the pricing formula to local supEIy and demand conditions
would provide an incentive for the producers to be more responsive to local
changes in supply and demand. In addition, we noted that by giving considera-
tion to supply and demand conditions outside the marketing area, local prices
could be set at a level which would be high enough to discourage local pro-
ducers from shipping milk outside the marketing area and low enough to dis-
courage local handlers from purchasing milk from outside the marketing area.

FARMERS HOME ADMINISTRATION

Effort to collect or otherwise settle certain debtors’ accounts, B—114873, Jan. 11, 1967

Our review of selected debtors’ accounts in six counties in the State of Texas
showed that there was a need for FHA to increase its effort to collect or other-
wise settle such accounts. The accounts reviewed are known as collection-only
accounts which are classified as such when all of a debtor’s security property
has been liquidated and the debtor still owes a balance on his loan. On the
basis of our review of randomly selected collection-only accounts, we estimated
that of accounts totaling about $3.2 million, $274,000 could have been col-
lected in full and some portion of accounts totaling about $948,000 could have
been collected through other settlement actions. Further, we found that many
accounts had no potential for recovery and therefore should have been canceled
as soon as ap?licable regulations had permitted. At the time of our review,
about $18 million of a nationwide total of about $70 million of collection-only
accounts were applicable to the State of Texas.

In response to our recommendations, FHA issued instructions requiring that in-
creased effort be made to collect or otherwise settle collection-only accounts.

FEDERAL CROP INSURANCE CORPORATION

Examination of financial statements for fiscal year 1966, B—114834, Jan. 26, 1967

W e expressed the opinion that the financial statements of the Federal Crop In-
surance Corporation presented fairly its financial position at June 30, 1966,
and the results of its operations and the sources and application of its funds
for the year then ended, in conformity with generally accepted accountipg prin-
cifples applied on a basis consistent with applicable Federal laws and that
of the preceding year—except for a change in the Corporation’s policy for
(cjapitalizing and depreciating furniture and equipment, with which we do not

isagree.

The Corporation reported a net loss of $6.8 million from insurance operations
for fiscal year 1966 (crop year 1965). Operating and administrative expenses
of $12 million, of which $8.2 million was financed from appropriated funds,
increased the net loss from operations for the year to $18.8 million. The $6.8
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million loss from insurance operations, together with the financing of $3.8
million of operating and administrative expenses from premium income, re-
sulted in the exhaustion of the Corporation's insurance reserve and in an $8.9
million impairment of its capital. In view of the impairment of capital, we ex-
pressed our belief that the Corporation should consider taking measures such
as (1) increasing premium rates, (2) reducing operating and administrative
expenses, and (3) requesting increased appropriations to cover a larger share
or all of the expenses.

FOREST SERVICE

Need for effective controls over timber-cutting practices in Pacific Northwest Region,
B-125053, Sept. 19, 1966

In certain areas within the Pacific Northwest Region, the Forest Service uses
private organizations known as scaling bureaus to measure, for payment pur-
Ejoses, the timber cut and removed by purchasers from the national forests.

nder measurement procedures used the scaling bureaus, log lengths are
recorded in terms of the next lowest multiple of 2 feet, after deducting a mini-
mum trim allowance. The difference between the actual length of a log and the
length recorded by the scaler is the trim. The scaling bureau procedures do
not provide for a maximum trim allowance consistent with the Forest Service
timber sale contracts which specify certain maximum trim allowances of 12
inches for logs of 40 feet or less and an additional 2 inches for each 10 feet
or part thereof by which a log exceeds the 40-foot length. The timber sale
contracts provide for the assessment of charges to timber purchasers who cut
logs with trim that exceeds these maximum allowances.

Our review showed that the timber sale contract provisions were not being en-
forced. On the basis of a test samale at eight forests in that region, we esti-
mated that, in calendar year , the Government would have obtained
additional timber sale revenue in the form of penalty charges of as much as
$300,000, assuming the results of our sample were representative of the inci-
dence of such cutting practices and appropriate assessments could have been
made and collected from timber purchasers. Although the Chief of the Forest
Service questioned the basis for our computation of the monetary effect of these
practices, he agreed with our recommendation to require bureau scalers to re-
cord all instances where the actual length of a log exceeds its recorded length by
more than the maximum trim allowed by Forest Service timber sale contract
provisions.

InDecember 1966 and January 1967, the Acting Regional Forester signed revised
agreements with the scaling bureaus requiring bureau scalers to note all in-
stances of excessive trim. The region also instructed timber sale officers to
utilize this information and enforce the contract trim allowance provisions. As a
result, timber purchasers will have to correct their improper cutting practices
or pay the required assessment charges.

Need to resolve differences in procedures used by Federal timber management agencies
in appraising timber offered for sale, B-125053, Dec, 29,1966

The three principal timber-selling agencies in the Federal Government — the For-
est Service, Department of Agriculture, and the Bureaus of Land Management
and Indian Affairs, Department of the Interior-each uses the analytical
appraisal method to calculate the minimum acceptable selling prices of timber.

nder the analytical appraisal method, the value of a given amount of stand-
ing timber is considered to be the residual value after deducting the estimated
processing costs and an allowance for profit and risk from the estimated selling
value of the timber end products. Our review of the procedures used by these
agencies in appraising timber in the States of Oregon and Washington disclosed
significant differences in regard to determining the estimated selling values of
wood products and by-i)roducts, estimating the cost of producing wood products,
and establishing the allowance for profit and risk. As a result, significant dif-
ferences in appraised values for like stands of timber could result.

I'n addition, we found that certain valuation procedures followed by the agencies
did not recognize the full value of timber end products. We estimated that, if,
in each such Instance, the procedures of one agency, which we considered to be
the more appropriate, had been used by the other agencies, the appraised value
of timber offered for sale in fiscal year 1963 and part of fiscal year 1964 could
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have been increased by more than $3.1 million. Competitive bids accepted from
purchasers for part of this timber were sufficiently above the appraised
amounts to offset about $1.5 million of the $3.1 million understatement of
appraised values. These undereg)praisals resulted from (1) not considering the
ue of sawlog chips, a wood by-product, (2) using inappropriate lumber
pricing data, and (3) using outdated veneer prices in establishing selling
values for peeler logs (logs suitable for the production of veneer sheets). Other
differences in procedures were identified In our review, but we were unable
to determine which agency’s procedures were the more a[g)ro riate and, con-
sequently, we were unable to estimate the effect on appraised values.
The agencies did not agree with the estimates of undere:fBraisals and revenue
losses described in our report but did agree that it would be desirable to attain
a higher degree of uniformity. We were informed by the Bureau of the Bud%et
in April 1967, that these agencies had agreed to develop plans by July 1, 1967,
for an appraisal system that is uniform to the fullest practical extent and that
the agenciesintend to implement their uniform appraisal systemby July 1, 1968.
We have been informed that work by the agencies is progressing to meet the
July 1, 1968, deadline.

DEPARTMENT OF THE ARMY, CORPS OF ENGINEERS
(CIVIL FUNCTIONS)

Policies and procedures followed in determining the size of the New Second Lock at
Sault Ste. Marie, Mich., B=118634, Oct. 19, 1966

On the basis of our review, we estimated that the cost of designing and construct-
in%the New Second Lock at Sault Ste. Marie, Mich., was increased by about
$651,000 because the Corps of Engineers decided to increase the authorized size
of the lock without first adequately establishing the maximum-size ships that
could be expected to use it. Shortly after construction started and after the
design work was substantially completed, shipping interests expressed concern
over the adequacy of a proposed 1,000- by 100-foot lock. As a result, the Corps
stopped construction and design work, restudied the &roposed lock size, and
decided to increase the size of the lock to 1,200 by 110 feet. We expressed our
opinion that the data upon which the decision was made to increase the lock
size to 1,200 by 110 feet was basically the same as the data available at the
time the Corps decided to build the 1,000-footlock.

We recommended that, in order to minimize the possible occurrence of similar
situations, the Chief of Engineers bring our report to the attention of all dis-
trict engineers to stress the importance of conducting thorough studies before
building new locks. We recommended also that the Chief of Engineers bring
our report to the attention of the division engineers and officials in the Office
of the Chief of Engineers to demonstrate the need for more critical evaluations
of representations and proposed actions of the district engineers to ensure
that the representations and actions are in line with current and forecast lock-
size requirements.

Need for improving procedures to ensure compliance with law regarding deposition
of industrial waste solids into navigable waters, B—118634, Dec. 29, 1966

We found that numerous industrial #)Iants were discharging waste solids into
navigable waters and that many of these plants did not have permits which
would authorize them to do so and were not participating in the costs of
maintenance dredging. We reported that the possibility existed that some of
these deposits resulted in shoaling and that the Corps could realize significant
savings in maintenance dredging costs by requiring that industry either stop
depositing waste solids into navigable waters or obtain permits which require
participation in the cost of dredging shoals resulting from such deposits.

Consistent with our recommendations, the Department of the Army informed
us in February 1967 that the Chief of Engineers had issued instructions to all
division and district engineers directing them to enforce the applicable pro-
visions of law. District engineers were directed to arrange for progressive
notification of the provisions of the law to all industries using navigable
waters for industrial waste disposal. The owners are to be notified either to
cease the deposition of industrial waste solids immediately or to seek an
agreement with the District Engineer for continuance pursuant to law which
would prescribe the owners’ responsibility for removal.
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Planned Federal contribution toward the cost of the State-constructed Del Valle
Dam and Reservoir, Alameda County, Calif., B-118634, Jan. 31, 1967

Although it was the policy of the Corps of Engineers to recommend a local

contribution toward the costs of flood-control reservoirs that serve essentially
as local flood-protection measures or produce some specific local benefit, the
Corps did not make a recommendation to the Congress in the case of the
Del Valle Dam and Reservoir. We expressed our belief that a more complete
evaluation of the factors involved, which, in our opinion, reasonably should
have been made in the circumstances, would have indicated that a local con-
tribution of between $1.1 million and $2.4 million may have been appropriate
in connection with the proposed project costs allocated to flood control. The
flood-control storage to be provided by the Del Valle Dam and Reservoir
appeared to be essentially a local flood-protection measure for which, under
Corps policy, a local contribution could have been recommended.

So that all essential information with respect to local benefits on projects such

as the Del Valle Dam and Reservoir is available, we recommended that the
Chief of Engiineers revise existing procedures which would require a more
complete analysis of the benefits expected to result from the construction of
future flood-control works and clearly identify the recipients to whom sub-
stantial benefits will accrue, and that this information be made a part of each
Broject report submitted to the Congress for approval. In March 1967, the

epartment advised us that our recommendations would be considered during
the course of further studies on this subject.

DEPARTMENT OF COMMERCE

MARITIME ADMINISTRATION

Policy and practices relating to requirements for performance and payment bonds

on certain ship construction contracts, Maritime Administration, B—
Nov. 29, 1966

We estimated that, on the basis of the levels of ship construction activity during

Following our discussions with agenc

the past 8 years under section 504 of the Merchant Marine Act, 1936, savings
of about $316,000 annually in construction-differential subsidies might be
realized if the Maritime Adminstration would not require shipbuilding con-
tractors to furnish performance and payment bonds under the section 504
ship construction program. The potential savings relate to the fact that, with-
out such bonding requirements, bidders on ship construction contracts would
not have to include amounts for bond premium expenses in their bids.

I S ! ¥ officials, the Maritime Subsidy Board
approved a policy which provides for waiver of the requirements for per-
formance and payment bonds with respect to any individual bidder who, prior
to bid opening, requests a waiver and is determined to have sufficient financial
resources to permit such a waiver. This waiver policy represents, in our opin-
ion, a worthwhile change which may result in savings in those instances where
it is applied. Also, the Administration agreed with our recommendations to
make a future evaluation of the policy to determine whether modification is
warranted on the basis of experience and to provide for systematic comparison

of its contract administration activities with those of the Department of the
Navy.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

PUBLIC HEALTH SERVICE

Financial administration of selected grants for health services made to State of
Ilinois. B—114836, Aug. 10,1966

Our review disclosed a need for more effective financial administration by the
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Public Health Service (PHS) of Federal grants made to the State of Illinois
for certain health services such as heart disease and cancer control and care
of the chronically ill and aged. We found that, contrary to Federal regula-
tions, amounts charged to Federal grant and State matching funds included
(1) certain expenditures claimed to be solely applicable to specific health
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programs even though they were made for multiprogram activities and (2)
certain expenditures made for multiprogram activities allocated to specific
health programs on bases which had not been substantiated. As a consequence,
the State was permitted to retain about $294,000 of Federal funds advanced for
these three programs without clearly meeting its accountability requirements.
The Department advised us of certain actions taken or contemplated by PHS
in line with our proposals, to strengthen its capability in conducting reviews
and evaluations of State health plans. It also advised us of departmental
actions to reorganize and strengthen the conduct of audit activities, including
the health grant programs of the PHS. Pursuant to our proposal, the Depart-
ment has reaudited the State’s expenditure of Federal health grant funds for
several years and has taken exception to the expenditure of $2.5 million.

Charges for Government-owned quarters at Mount Edgecumbe, Alaska, B—159311,
Aug. 30, 1966

Contrary to instructions prescribed by the Bureau of the Budget, PHS estab-
lished rental rates and related charges to Federal civilian employees for
Government-owned quarters, utilities, and furnishings at Mount Edgecumbe,
Alaska, at levels significantly lower than those in effect for comparable private
housinﬁ in the same area. For the 270 housing units involved, we estimated
that the annual loss in revenues to the Government amounted to about
$215,000. The rental rates were low because (1) they were based on rates
for private housing in Seattle, Wash., rather than the generally higher rates in
the adjacent community of Sitka, and (2) they were adjusted downward to
compensate for the asserted disadvantages of isolation, a factor not eligible for
consideration under prescribed criteria. Further, we noted that the Quarters
Reevaluation Board appointed by the PHS to establish the rental rates and
related charges comprised residents of the housing under consideration and
consequently did not have the necessary independence.

In line with our proposals, the Department revised its policies and regulations
to require that Federal Housing Administration, other Government, or com-
mercial appraisers be utilized in the establishment of rental rates in all cases
where it is practical to do so. Also, subsequent to our field review, rentals
were increased in the aggregate of $28,600 annually. Further substantial
increases, proposed as a result of a Government-wide housing survey through-
out Alaska, were held in abeyance pending an appeal for waiver of Bureau
of the Budget requirements because of the possible effect on employee morale.

Need to establish fees for furnishing abstracts of medical records and related services
to private parties, B~114836, Aug. 30, 1966

We found that PHS had furnished to private individuals and organizations
without charge abstracts of medical records of patients who received care and
treatment at PHS medical facilities. Related services, such as furnishing photo-
copies of medical records, certifying abstracts, and searching medical history
files, were also performed without charge. These services appeared to be
within the intent of legislation enacted in 1951 ?5 U.S.C. 140) which states
that an agency should charge a fair and equitable fee for providing services
to any person who derives a special benefit therefrom. We estimated that, if
at the outset of fiscal year 1965 PHS had established a fee for furnishing
medical abstracts comparable to the fee charged for such service by another
hospital under the Department’s jurisdiction, it would have received about
$105,000 at the 12 PHS general hospitals during the fiscal year.

The Department concurred in general in our finding and initiated a study to
develop criteria for making ¢ arges and determining costs incurred. The re-
sulting regulations and fee schedule were published in the Federal Register
in May 1967 establishing a Service-wide policy on charging fees for medical
abstracts and related services effective June 1, 1967.

Financial administration of selected grants for health services made to State of
Indiana, B—156635, Sept. 23, 1966

Our review of selected Federal grants for health services made to the State of
Indiana disclosed a need for more effective financial administration by PHS of
grants for the heart disease and cancer control programs, to reasonably ensure
that such Federal funds served the purposes for which they were made available
and that the State made its required financial contribution to the grant-aided
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programs. We determined that the State was permitted to retain $94,000 of
Federal fundswithout clearly meeting its accountability requirements.

We expressed our belief that the use by a State of basic research expenditures for
the purpose of matching Federal funds received under health grant control
programs was not in accord with the purposes of Federal health grant oontrol
programs as expressed by the House Committee on Interstate and Foreign
Commerce. PHS agreed that it was not proper for the State to use for matching
purposes expenditures related to basic research projects which were not included
in the approved State plan, but expressed its belief that, in the absence of
specific prohibitions t the contrary, expenditures for basic research were
legally acceptable and valid for matching ﬁurposes. We suggested that the
Congress may wish to consider amending the Public Health Service Act to
specifically preclude the use of basic research expenditures as allowable State
matching fundsfor control programs.

The Department, in response to our findings and proposals, stated that it would
make a detailed review of the Federal grant and matching fund expenditures
for the two Erograms to determine the extent to which accountability for the
funds could be established and would initiate action to recover any funds which
had not been properly expended. Subsequently, the Department informed the
chairman of the House Committee on Government Operations that, according
to information made available by the Indiana State Board of Health, the State
was now complying fully with the regulations governing both the expenditures
of its Federal formula grants and the required matching with State expendi-
tures. Also, the State reportedly will continue to conduct time studies and
evaluate its State and local activities in order to Igroperly identify the use of
Federal and matching formula grant funds. The Department also stated that
the data thus collected as well as procedures and practices would be audited
by the Department’s Audit Agency during future audits.

Accounting system of Communicable Disease Center, Bureau of State Services,
B-1 , Nov. 7,
I'n our review specific attention was devoted to the effectivenessof the accounting
gstem in producing reliable and useful information, in assisting in the control
resources, and in otherwise achieving the objectives prescribed by the Con-
c};ress for adequate Federal agency accounting policies and procedures. We
ound that the system did not provide for the complete and timely use of the
accrual basis of accounting, including consideration of all resources, liabilities,
and costs of operations. We found also that, although the system provided the
basic framework for the accumulation and distribution of expenditures to pro-
grams and projects, substantial improvements were needed before the system
could be relied upon to produce accurate and meaningful results. We expressed
our opinion that the Center’s financial reports were inaccurate and misleading
because of the Center’s use of inadequate accounting procedures for allocation
of direct and indirect expenses, with the result that the financial reports were
presented in such a manner that the amounts expended by programs and
l;))ro'ectsdseemed to compare most favorably with the amounts programmed and
udgeted.

In response to our proposals, the Department informed us that PHS was
strengthening its system of inventory control at the Center, had made improve-
ments in the system for recordin% costs, and expected to make other changes in
the system to correct the adverse findings cited in our report.

SOCIAL SECURITY ADMINISTRATION

Certain aspects of social security benefit overpayments, B-114836, Mar. 13, 1967

Our review of certain aspects of benefit overpayments made by the Social Security

Administration indicated that the Administration did not have sufficient ac-

counting control over benefit overpayments, that many overpayments could

have been prevented through the exercise of greater care by SSA employees

in handling benefit claims, and that there was a need for improvement in over-
payment recovery activities.

In accordance with our proposals, the Department agreed to establish a system
of accounting controls for overpayments and to take action designed to
minimize overpayments and improve procedures governing recovery of
overpayments.
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WELFARE ADMINISTRATION

Recovery procedures relating to excess funds accumulated under an insurance
contract for the medical care of old-age assistance recipients in the State of Texas,
B-156454, Jan. 31, 1967

Our review of an insurance contract providing for the payment for medical
services to recipients under the old-age assistance program disclosed that the
Department did not obtain full recovery on behalf of the Federal Government
of Its equity, amounting to about $4 million, in a refund due and paid to the
State of Texas by the contractor. We found that the Department had agreed
to an arrangement under which only $1.7 million was recovered. Hence, a
balance of about $2.3 million was due to the Federal Government from the
State of Tees.

We recommended that the Department take action to effect full recovery from
the State of the Federal share of the refunded amount. The Department was
of the opinion, however, that there was not a sufficient basis for requiring
reimbursement by the State retroactively. The Department agreed to follow
our recommendation for development of policies that will preclude the occur-
rence of similar problems related to such adjustments in the future.

Pricing methods used by various States in the purchase of %escribed drugs under
federally aided public assistance programs, B-114836, Apr. 28,1967

Our review of drug pricing methods used by various States in the purchase of
prescribed drugs under the federally aided public assistance programs, indi-
cated a need €or HEW to provide the States with gPpropriate guidance and
criteria relating to the establishment or revision such pricing methods.
We pointed out that a lack of definitive guidelines had resulted in the estab-
lishment of inconsistent methods for determining the price of drugs in various
States and in the establishment of pricing methods which provided phar-
macies in certain States with an incentive to dispense higher cost drug products
Whe_zlrebfuitable lower cost products which meet prescription requirements are
available.

We recommended that the Department establish a policy governing methods
of pricing welfare prescription drugs under federally aided public assistance
programs which would be acceptable for the purpose of Federal financial par-
ticipation. We recommended also that such policy prohibit not only the use
of methods of welfare prescription drug pricing based on cost plus a per-
centage of cost but also the use of any methods which provide an incentive
to dispense higher cost products where suitable lower cost products meeting
the prescription requirements are available. We recommended further that
the policy urge the use of methods based on the cost of the products dispensed
plus a fixed professional fee.

Work registration under Federal-State aid to dependent children of unemployed
parents in the State of Ohio, B=150569, May 29, 1967

We found that the unemployed parents in about 70 percent of the cases ex-
amined had not registered or re-registered for employment with the State
employment service as was required, consistent with™ Federal law, by the
Ohio State plan approved by the Department. We estimated that, if the
counties included in our review were regresentative of all Ohio counties, about
4,000 families, representing about 22,500 recipients, may have received assist-
ance payments during the month of our test, although work registration re-
quirements had not been met. After we brought our findings to the attention
of cognizant Department and State officials, the State took certain action
designed to correct the deficienciesrelating to enforcement of work registration
requirements. We were advised also of certain actions which were being taken
to strengthen the Department’s ability to carry out its responsibilities relating

to the public assistanceprograms.

Alleged improper practices in providing nursing home care and controlling payments
for prescribed drugs for welfare recipients in the State of California, B-114836,
Aug. 8,1966

At the request of the chairman, Subcommittee on Health of the Elderly, Senate
Special Committee on Aging, we examined into certain allegations of improper
practices in providing nursing home care and dispensing prescribed drugs to
welfare recipients in the State of California.
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With respect to nursing home care, we found evidence of questionable practices
in the areas of certain of the allegations; however, in most of these cases, we
could not consider the evidence conclusive for the reasons that in some cases
relevant documentation was incomplete and in others adequate evaluation of
the significance of the conditions found would require the application of pro-
fessional medical judgment to all pertinent facts and circumstances. However,
of more importance, in our view, was that (1) the California State plan in
effect at the time of our review did not clearly provide or fix responsibility for
the exercising of controls designed to detect, and to require the correction of,
im roger practices or deficiencies in the areas of most of the allegations and
(25J the representatives of the Welfare Administration had not made the
reviews of State and county agency activities necessary for an evaluation of the
adequacy of the State plan In this respect.

We found also that the procedures, recommended in the State plan to provide
assurance that payments made for prescribed drugs are actually delivered for
the use of eligible welfare recipients, had not been adequately implemented
at the county level. In this regard, we stated our belief that the State agency
had not carried out its responsibilities for the evaluation of county activities
and that the Department had not utilized the review processes necessary to
ascertain the quality of this aspect of the administration of the programs.

The Department and the State and local algencies expressed general agreement
with our findings and conclusions and outlined certain corrective actions which
had been taken or were being contemplated.

Alleged improper practices in providing nursing home care, medical services, and
Erescribed drugs to old-age assistance recipients in the Cleveland, Ohio, area,
—114836, Mar. 31, 1967

At the request of the chairman, Subcommittee on Long-Term Care, Senate
Special Committee on Aging, we made a preliminary inquiry into certain
allegations of improper practices in providing nursing home care, medical
services, and prescribed drugs for old-age assistance recH)ients in the Cleveland,
Ohio, area. The allegations related pricipally to the adequacy of enforcement
of the State of Ohio nursing home licensing requirements for the standards of
treatment and care of nursing home residents, the appropriateness of proce-
dures and practices employed in placing welfare recipients in nursing homes,
and the adequacy of State controls over payments to vendors, including medical
or health care practitioners, and pharmacies.

On the basis of information obtained in our inquiry, we expressed the view that,
because of inadequacies in pertinent policies, procedures, and controls, or in
their implementation, practices or deficiencies of the types described in the
allegations could exist without detection by appropriate authorities or, if
detected, could continue without appropriate corrective action. Therefore, we
stated our view that each of the areas to which we directed our inquiry would
warrant further examination or investigation, and in greater depth, to ascer-
tain the extent to which the alleged practices or deficienciesdo, in fact, exist
and to develop suggestions for needed improvements in related policies,
procedures, and controls.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
FEDERAL HOUSING ADMINISTRATION

Possible savings by discontinuing the purchase of public liability insurance covering
acquired property, B-114860, Aug. 15,

Our review indicated that elimination of the requirement that property manage-
ment brokers under contract to FHA purchase public liability insurance could
result in significant savings to the agency. Premium costs for this type of
insurance covering bodily injury amounted to about $340,000 a year, whereas
only about $9,200 in claims for bodily injury were paid over the 8-year period
from January 1957 through October 1965.

We expressed our belief that it would be more economical if the agency adopted
the Government’s long-standing policy of self-insurance by assuming the risks
covered by this type of insurance. We also express our belief that savings might
be realized by adopting the self-insurance ?olicy for certain other coverages
provided for in management contracts if the agency’s costs and claim
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Examination of financial statements of Federal Housing Administration for fiscal year
1965, B-114860, May 31,1967

We expressed our opinion that, except for certain items explained in the report,
the agency’s financial statements presented fairly its financial position at
June 30, 1965, and the results of its operations and the source and application

of its funds for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding
year and with applicable Federal laws. We did not express an opinion as to

the adequacy of retained earnings (insurance reserves) which were available

to meet losses that might be incurred in the FHA insurance operations because

the amount that may be needed is dependent on future economic conditions.

Savings possible by consolidating management of acquired residential 8roperties,
Iigg(;ral Housing Administration and Veterans Administration, B-156010, May 31,

We expressed our belief that it was feasible to consolidate within one agency
the management and disposition of all single-family residential properties
acguired as a result of default of loans under home financing programs of FHA
and the Veterans Administration SVA). The two agencies, whose property
management functions are essentially the same, acquire and dispose of thou-
sands of homes each year, and at June 30, 1966, owned about 43,000 and
15,700 homes, respectively.

We stated that we believed that consolidation would provide opportunities for
certain benefits, including lower costs through a reduction in the overall size
of the two staffs which now perform these functions separately and which have
combined annual salary costs, excluding fringe benefits, of about $9 million.
A management consulting fm has been engaged by the Bureau of the Budget
to make a study to determine what, if any, organizational and other actions
should be taken.

Need for strengthened ﬁrocedures to reduce the number of extra final inspections
on newly constructed houses, B-114860, June 12,1967

Our review indicated that in many instances builders prematurely requested final
inspections by FHA on new homes and that the procedures followed by FHA
insuring offices to discourage the practice had not been sufficiently effective.
The extra final inspections on houses were performed at the expense of FHA.
From 25 to 75 percent of the total homes we examined in four insuring offices
required at least one extra final inspection. If only 25 percent of the estimated
158,000 new homes which received final inspections nationwide in fiscal year
1966 required one extra final inspection, overall savings available by eliminating
that extra inspection would have amounted to about $200,000.

The agency agreed that the number of extra final inspections resulting from
premature requests should be reduced and instructed insuring offices to review
their inspection operations and to take specific steps to control and reduce the
number of premature final inspections. To make the agency’s actions more
effective, we recommended that FHA require payment of penalty fees for
reinspections clearly caused by premature requests for final inspection.

Statistics regarding multifamily housing programs administered by the Federal
Housing Administration, B-114860, Aug. 23, 1966

At the request of the chairman, Permanent Subcommittee on Investigations,
Senate Committee on Government Operations, we prepared a report on statistics
regarding multifamily housing programs administered by FHA. Our report
contained summary information on each of the principal active multifamily
programs, including the number of projects insured, the dollar amounts of the
mortgages, the number of projects in financial difficulty, and the financial
results of each program.

The report disclosed that as of June 30, 1965, total insurance reserves available
to meet future insurance losses and administrative expenses were $417 million
less than the amount estimated by FHA to be sufficientto cover such insurance
losses and expenses. This reserve deficiency had increased significantly from
the deficiency of $47.1 million at June 30, 1961.
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FEDERAL NATIONAL MORTGAGE ASSOOIATION

Examination of financial statements for fiscal year 1965, B~114828, Nov. 30, 1966

We expressed our opinion that, except for certain items relating to the Govern-
ment Mortgage Liquidation Trust, the financial statements of the Federal
National Mortgage Association presented fairly its financial position at June
30, 1965, and the results of its operations and the sources and application of
its funds for the year then ended, in conformity with generally accepted ac-
counting principles applied on a basis consistent with that of the preceding
year and with applicable Federal laws.

Our comments on the Government Mortgage Liquidation Trust dealt primarily
with the presentation of the accounts arising from the sale of participation
certificates. Our comments did not relate to the secondary market activities
of the Associationin which the public has an investment.

ROUSING ASSISTANCE ADMINISTRATION

Maintenance employment classifications and We&%rates at selected local housing
authorities in Region VI, E=118718,Nov. 28,1

Our review disclosed that the procedures followed by HAA personnel in the
Department regional office in Saa Francisco in establishing wage rates for
certain maintenance employees of the Housing Authority of the City and
County of San Francisco (SFHA) and the Housing Authority of the City of
Los Angeles (HACLA) resulted in rates ofé)ay which were significantly higher
than the wage levels of workers employed in general maintenance work in
these areas. We found that SFHA used construction craftsmen and construc-
tion laborers to perform, for the most part, routine maintenance work. Also,
our review indicated that the work performed by HACLA construction craft
personnel was generally of a maintenance nature. We estimated that the use
of construction employees instead of general classes of maintenance employees
to meet SFHA’s maintenance requirements, and the greater payment for fringe
benefits, increased its project operatin([; expenses t()jy aPproximater $460,000
a year, of which about $318,000 was allocable to federally aided low-rent hous-
ing r%'\ects. We estimated also that the use of construction emplg?/ees bz
HACLA increased its operating expenses by about $65,000 a year, of whic
about $59,000 was allocable to federally aided projects.

We recommended that the Secretary of Housing and Urban Development take
appropriate action to resolve the uneconomical conditons existing at these two
local housing authorities and at any other local housing authorities where
similar conditions might exist, so that wage rates of maintenance employees
would be established on the basis of skills needed to perfonn the type of work
involved in project maintenance. The HAA generally disagreed that inappro-
ﬁriate wage rates were established for maintenance employees of the two

ousing authorities, but stated that further action was anticipated by HAA
toward the establishment of general maintenance classifications for certain
of these employees.

Examination of financial statements of Housing Assistance Administration for fiscal
year 1966,B-114863,Jan. 31,1967

We expressed our opinion that the financial statements presented fairly the finan-
cial position of the Housing Assistance Administration’s low-rent public
housing program fund at June 30, 1966, and the results of its operations and
the sources and application of its funds for the year then ended, in conformity
with generally accepted accounting principles applied on a basis consistent
with that of the preceding year and with applicable Federal laws.

Opportunitiesfor reducing Federal contributions by maximiz:ilré%investment of excess
funds held by local housing authorities, B-118718, Jan. 31,1967

We found that agency reviews of financial activities at three local housing
authorities (LHAs) had not disclosed that the authorities were maintainin

significant amounts of cash in excess of estimated current disbursement needs

instead of investing such funds to produce additional income. It appeared

to us also that additional interest revenue could have been earned if further
investments of available cash had been made bv six of seven other LHAs.

The LHAs covered by our review were 10 of the 14 largest authorities in the
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low-rent public housing program. We estimated that, if the investment of
funds held by the nine LHASs had been maximized, additional annual revenue
of about $170,000 could have been realized. Any additional revenues earned
by LHAs tend to decrease the Federal Government’s liability for annual
contributions to the LHAs.

We recommended that the Secretary of Housing and Urban Development take
appropriate action to maximize the investment earnings of LHAS and provide
for more effective reviews of LHA investment program activities. Corrective
action was subsequently taken in line with our recommendation.

RENEWAL ASSISTANCE ADMINISTRATION

Certain policies and practices followed in approving claims for noncash grant-in-aid
credits, E=11874, Oct. 31, 1966

The Renewal Projects Administration (RPA), now Renewal Assistance Adminis-
tration, approved what we believed to be excessive allocations of costs for a
bridge to an urban renewal Iproject in Tacoma, Wash., and for a limited-access
street to a project in Norfolk, Va. RPA also approved the inclusion of values
for certain publicly owned buildings in the cost of another project in Norfolk,
which we believed were excessive because an improper basis was used in the
valuations. The amounts of the excess allocations for the bridge and the street
and of the excess value of the buildings could not be determined without de-
tailed studies. We expressed our belief, however, that the amounts could be sub-
stantial in relation to the $3 million credits allowed for the facilities. RPA
generally did not agree with our findings.

We recommended that the agency (1|) revise its regulations to provide that, when
it is determined that a facility will provide more than one type of benefit, the
relative values of the benefits be determined so that each type of benefit will
be appropriately weighted for an equitable allocation of the total benefit to
project and nonproject areas, and ?2) revise its noncash grant-in-aid credit
policy to recognize that the limited-access portions of facilities, such as the
street in Norfolk, substantially benefit the entire community and that, there-
fore, the costs of such facilities should be appropriately allocated between the
project and nonproject areas. We recommended also that the Secretary of
Housing and Urban Development require that the value of the noncash grant-
in-aid for the Eublicly owned parcels donated by the city of Norfolk be deter-
mined on the basis of the value of the improvements for suitable private use,
which, in our opinion, would represent fair market value because the buildings
had been contemplated for abandonment before the project was started.

DEPARTMENT OF THE INTERIOR
BONNEVILLE POWER ADMINISTRATION

Examination of financial statements of the Columbia River Federal Power System,
fiscal year 1966,B—114858, Mar. 1,1967

The report to the Secretary of the Interior on our examination of the financial
statements of the Columbia River Federal Power System for fiscal year 1966
was included in the Bonneville Power Administration’s report which is sent
to the Congress in accordance with the requirements of the act which au-
thorized the construction of the third powerplant at Grand Coulee (80 Stat.
200).

We expressed our opinion that, subject to the financial effects, not now fully
determinable, of adjustments for adoption of firm cost allocations, revisions
of accrued depreciation, and the resolution of other matters described in our
report, the financial statements present fairly the assets and liabilities of the
Columbia River Federal Power System at June 30, 1966, the financial results
of its power operations, and the source and application of its funds for the
year then ended, in conformity with accounting principles and standards
prescribed for executive agencies of the Federal Government by the Comp-
troller General of the United States, applied on a basis consistent with that
of the preceding period.
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BUREAU OF LAND MANAGEMENT

Examination into_certain proposed land exchanges for the Point Reyes National
Seashore in California (request of Senator Wayne Morse and Congressmen Robert
B. Duncan and Wendell Wyatt), B-157902, Sept. 16, 1966

Pursuant to congressional requests, we compiled a comprehensive account of

the negotiations conducted in connection with two land exchange proposals
involving property interests at Point Reyes, Calif., which are within the
boundaries of the Point Reyes National Seashore. The public lands included
in the proposals are in California and Oregon and are under the jurisdiction
of the respective Bureau of Land Management (BLM) State Offices located
in Sacramento, Calif., and Portland, Oreg. We also examined into matters
which pertained to the controversy between the former Director of BLM
and the former Director of the BLM Oregon State Office.

GEOLOGICAL SURVEY

Procurement of equipment for implementing automation of water data records,
B-118678, July 15, 1966

The Geological Survey completed a study in June 1962 and concluded that

savings in costs and manpower could be realized by using a digital recorder
to automate water data records instead of the strip-chart recorders it had been
using. Our review of equipment procurement for implementing automation
of water data records disclosed that during fiscal years 1963 through 1965,
the Survey purchased and installed digital recorders and, during the same
period, continued to purchase new strip-chart recorders of the type being
replaced by digital recorders. This situation occurred because the Survey
did not develop an overall plan to show the number of digital recorders that
would be periodically needed in each district office to effectively implement
the automation program and did not provide for coordination in relocating
replaced strip-chart recorders so as to avoid the procurement of new ones.

We proposed that an overall plan be developed which would provide for the

timely procurement, distribution, coordination, and installation of all water
data collection equipment to avoid further procurement of new strip-chart
recorders. In December 1965, the Department advised us that it agreed with
the intent of our proposals and was therefore asking the Geological Survey
to take appropriate actions necessary to carry out our proposals. The Depart-
ment stated that the Survey would develop a plan for stronger central control
and coordination of procurement and distribution of water data collection
equipment.
OFFICE OF TERRITORIES

Sale of federally owned electric power and salt water distillation facilities to the
Government of the Virgin Islands, Virgin Islands Corporation and General Services
Administration, B-58303, Feb. 28, 19

On May 28, 1965, the Virgin Islands Corporation entered into an agreement
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for the sale of its electric power and salt water distillation facilities to the
Government of the Virgin Islands, citing as its authority section 4(f) of
the Virgin Islands Corporation Act (48 U.S.C. 1407c(f)), for $6.5 million
which was the amount at which the facilities had been appraised by a private
engineering firm employed by the General Services Administration (GSA).
This amount was adjusted to $7.3 million to reflect changes in plant investment
and current assets between September 30, 1964, the appraisal cutoff date,
and May 31, 1965, the transfer date. The report describes the details, circum-
stances, and legal back%round which gave rise to our opinion that section
4(f) did not provide authority for the disposal of the facilities and also presents
our view that there was inadequate support regarding certain aspects of the
appraisal obtained by GSA.

The Governor of the Virgin Islands and GSA renegotiated the original sales

price to make adjustments on the basis of comments by our Office and the
chairman, Government Activities Subcommittee of the House Committee on
Government Operations, concerning the reasonableness of the appraisal,
and on January 26, 1967, GSA agreed to sell the facilities to the Government
of the Virgin Islands under provisions of section 203{e) of the Federal



APPENDIX C-3 DIGEST OF REPORTS TO CONGRESS

PrO£ertY and Administrative Services Act of 1949 (40 U.S.C. 484(e)) for

$9.5 million, or about $2.2 million more than the original transfer price.

We recommended that the Administrator of General Services emphasize to GSA’s
appraisal review staff the need for appraisal reports to contain supporting
data which fully describe the factors considered in estimating fair market
value and the basis for arriving at the increase or reduction in value attributa-
ble to each such factor.

UNITED STATES FISH AND WILDLIFE SERVICE

Unauthorized use of management and investigations of resources funds for new con-
struction, Bureau of Sport Fisheries and Wildlife, B—114841, Sept. 22,1966

The Bureau of Sport Fisheries and Wildlife improperly used about $296,000 of
management and investigations of resources funds to construct a new National
Fish Control Laboratory at Warm Springs, Ga., and a number of smaller
buildings and projects in the Bureau’s Region 3 which is headquartered in
Minneapolis, Minn. This situation occurred because Bureau officials incor-
rectly interpreted the administrative provisions of the Fish and Wildlife Act of
1956 (16 U.S.C. 742a et seq.) and the annual a[(JjPropriation acts as author-
izing the use of management and investigations resources funds for con-
struction purposes. As a result, the Bureau undertook the construction of new
and separate buildings and facilities without requesting specific construction
appropriations from the Congress as required by 41 U.S.C. 12. The Bureau’s
actions also violated the provisions of the Anti-Deficiency Act (31 U.S.C.
665 (a)) which prohibits an officer or employee from involving the Govern-
ment in any contract or other obiigation for the payment of money in advance
of appropriations made for that purpose.

In March 1966 the Department of the Interior advised us that it could not con-
clude that any conscious violation of 31 U.S.C. 665 had occurred. It agreed,
however, that the Bureau’s interpretation of the availability of management and
investigations of resources funds for incidental construction within defined
limits should be the subject of specific congressional expression on a current
basis and stated that efforts were being made to obtain such an expression.

We recommended that the Director of the Bureau, in order to provide for more
orderly funding of future construction projects, establish clear-cut guidelines
regarding the extent to which J)roject unds can be used for incidental con-
struction and to stress the need for obtaining specific construction funds for
all construction work which does not clearly fall within the established
guidelines.

DEPARTMENT OF JUSTICE

Need to improve contracting procedures for employment of appraisers to value Indian
lands, B—159135, Aug. 9,1966

Our review disclosed a need to improve contracting for employment of appraisers
through strengthening of contracting Brocedures and establishment of guide-
lines to aid in determining the reasonableness of appraisers’ proposed fees. We
found that uniform procedures or guidelines had not been prescribed for aiding
attorneys who select appraisers; management had not effectively reviewed
contracting actions; appraisers had not been required to furnish such basic
data as estimated man-days, per diem rates for personal services, travel, out-
side fees, printing, overhead, or other expenses in supBort o their bid pro-
posals; and there was usually an absence of negotiations between attorneys and
appraisers.

I'n response to our proposals and recommendations, the Department (1) prepared
and issued formal policies and procedures governing the procurement of
appraisal services, (2) requires appraisers to furnish financial or other fee
information in support of bid proposals, (3) prescribed criteria to guide indi-
vidual attorneys in determining the reasonableness of appraisers’Proposed fees,
(4) requires contracting officials to negotiate with appraisers after receipt of
initial proposals, and (5% provided for periodic reviews of contracting activities
to d_e'éermine that prescribed policies and procedures are being effectively
carried out.
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Examination of the financial statements of Federal Prison Industries, Inc., for fiscal
year 1966, B-114826, Jan. 20,1967

Our report expressed the opinion_that the Corporation’s financial statements
presented fairly its financial position at June 30, 1966, and the results of 1ts
operations and the sourcesand application of its funds for the year then ended
in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year and with applicable Federal laws.

Policies_and procedures for collecting judgments, fines, penalties, and forfeitures,
B-153761, June 16, 1967

Since our May 1964 report to a subcommittee of the Congress concerning the
collection activities of the Department of Justice and the United States Attorney
for the District of Columbia, the Department increased its collections sub-
stantially. Our subsequent review of policies, procedures, and practices followed
by the Department and by four selected United States attorney offices in col-
lecting debts owed the Government showed, however, a need for more timely
and effective collection efforts and the need to improve the accounting for and
reporting of outstanding indebtedness.

We recommended that the Department Ll) provide for a program of systematic
annual reviews, at least of the larger United States attorney offices, (2) cen-
tralize collection activities performed by each litigating division, (3) establish
financial control over outstanding indebtedness, (4) improve monthly statistical
reports on collections, and (5) eliminate duplication in the recording of collec-
tion payments.

In commenting on matters discussed in the report, the Department advised us
that several of our proposals were being considered or studied and set forth
the measures it had taken to improve collection activities.

DEPARTMENT OF LABOR
DEPARTMENT-WIDE

Review of selected financial management practices in the Department of Labor,
B- - Mar. 23. 197

Certain aspects df the Department’s obligation and expenditure practices relating
to the control of appropriations appeared to be in need df substantial improve-
ment. The Department had been implementing a program for improvement in
this area, however, and we expressed our belief that the planned corrective
action should strengthen management controls and minimize the recurrence
of the deficienciesnoted.

The deficiencies involved primarilﬁ the use of appropriated funds for purposes
other than those authorized by the related appropriation acts. We were of the
opinion that such use of funds was contrary to the law (31 U.S.C. 628) which
provides that appropriations be available only for objects for which they were
made.

We concluded that inadequate controls over appropriated funds resulted in
violations of the Anti-Deficiency Act in fiscal years 1964 and 1965. These
violations took place in the Bureau of Labor Statistics when obligations were
incurred —in certain instances in amounts over $1 million —before appropriate
allotments had been made. After we called the attention of the Bureau to this
matter, reports of the violations of the Anti-Deficiency Act were made to the
Presidentand to the Congress, as required by the act.

OFFICE OF THE SOLICITOR

Determinations of wage rates for construction of Carters Dam, Ga., B-156269,
Dec, 14, 1966

The minimum wage rates determined by the Department of Labor for construc-
tion of Carters Dam, a federally financed Corps of Engineers’ project, increased

an average of about 63 percent in less than 2 years. We estimated that, as a

result of the wage-rate increases, the contracts for phase I1 of the main dam—

about $15.4 million—included about $1.7 million in extra direct labor costs.

We expressed our belief that lower minimum wage rates would have been
determined had appropriate consideration been given to (1) the wage rates
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prevailing on similar heavy and highway construction work in the area, (2)
the wage rates paid during the representative peak payroll periods on similar
work in the area, and (3) the wage practices of other contractors in the area.
The Assistant Secretary for Administration, Department of Labor, informed us
that the Department believed that the determined minimum wage rates were
proper.
BUREAU OF EMPLOYMENT SECURITY

Negg for morle effective action to correct conditions disclosed by internal audits,
-—lan. -

In many instances, the Bureau did not take appropriate action to oorrect the
conditions disclosed by its internal auditors in their audits of State employment
security agencies. We expressed the belief that, in the majority of those
instances where the State expenditures were allowed to stand, the questions
raised by the internal auditors were valid and that the Bureau did not take
sufficientaction to examine into the underlying causes of the conditions reported
nor to obtain appropriate corrective action by the States. Our examination
disclosed severa exlpenditures which the internal auditors had questioned on
the basis that State law had been violated but the Bureau had not taken appro-
priate action to resolve their legality. We noted that the Bureau had no pre-
scribed procedures to be followed in processing and resolving audit findings
involving expenditures which may be contrary to State law.

We recommended that the Secretary of Labor require the Bureau to strengthen
its administrative procedures for following up internal auditors' findings and
to provide that the underlying causes of questioned expenditures be appro-
priately identified and resolved. Subsequently, the audit function was cen-
tralized under the supervision of the Assistant Secretary for Administration,
and we were informed that the Assistant Secretary would monitor the follow-up
actions required.

Potential benefits from quarterly collections of Federal unemployment taxes, Depart-
ment of Labor and Department of the Treasury, B—1332§5, Jan. 24, 1967

We found that a significant acceleration in the availability of funds for financing
the administration of employment security activities could be realized if appro-
priate legislation were enacted to provide for the quarterly, rather than annual,
collection of Federal unemployment taxes. The collection of these taxes after
the close of the calendar year has necessitated the borrowing of funds at pre-
vailing Federal interest rates to finance the costs of administering the State
employment security offices during the first 7 months of the respective fiscal
year. We pointed out that the account which is used to finance the costs of
administration incurred $2.2 million in interest expense from JUIP/ 1964 until
the majority of calendar year 1964 taxes were collected in early 1965. We
estimated that, if collections for calendar year 1964 had been made on a
quarterly basis, available funds not only would have been adequate to meet
the administrative costs of employment security activities but would have
earned about $7.1million in interest.

Both the Treasury Department and the Department of Labor agreed in principle
with the desirability of the proposal to change the collection of Federal
unemployment taxes to a quarterly basis. The Treasury advised us, however,
that various policy and technical Eroblems needed to be resolved. We recom-
mended that the Secretaries of Labor and of the Treasury cooperatively deter-
mine the most feasible method of making quarterly collections of Federal
unemployment taxes and submit the necessary legislative proposal for consid-
eration by the Congressto provide the authority for such collections.

Need for strengthening procedures to ensure salary comparability for State employ-
ment Security agencies, State of Georgia Employment Security Agency, B-133 182,
Feb. 14, 1%\,7

We expressed the belief that there was a need for the Bureau of Employment
Security to improve the administration of the Federal merit system standards
which provide that the salaries of State employment security agency employees
shall be at levels comparable to the salaries of other State agencies for positions
o similar difficulty and responsibility. We found that these Federal standards
were not appropriately observed in 1964 in regard to the approval of salary
increases for the Georgia State agency, which, for the most part, were higher
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than the increases approved and apPIied generally to the State government
organization, We estimated that employment security employeeswould receive
annually about $246,000 more than similarly classified employeeswould receive
in all but one of the other agencies of the State. The Department of Labor
agreed with the intent or substance of our proposals for corrective action with
certain reservations regarding their implementation and informed us that it
would review its requirements and controls with a view to strengthening its
procedures.

Because the approved salary levels of the Georgia State agency were higher

than those being paid by all but one other agency of the State and were
contrary to Federal merit system standards, we recommended that the Secre-
tary of Labor direct the Bureau to request the Georiga. State agency to adjust
the rates it placed into effect unless they were justified under the standards of
comparability adopted. The Department informed us that it did not believe
it was feasible to try to reconstruct equitable pay relationships involving
adjustments made in 1964.

BUREAU OF EMPLOYEES’ COMPENSATION

Disability compensation payments under amendments to the Federal Employees’
Compensation Act, B-157593, Dec. 14,1966
The Bureau’s method of computing disability compensation increases under the

1949 amendment to the Federal Employees’ Compensation Act resulted in
the largest rate of increase for the least disabled and in partially disabled
claimants receiving compensation increases ranging as high as 400 percent,
whereas totally disabled claimants were limited to increases of 10 or 40
percent. We estimated that nationwide, from October 1949 through March
1965, approximately 1,700 partially disabled claimants had received payments
that exceeded by about $2.2 million the amounts we believed were intended
by the amendment and that these higher payments were continuing at a rate
of about $123,000 annually.

The Department did not agree that the Bureau’s method of computing com-

pensation increases was incorrect. In view of the difference of opinion between
the Secretary of Labor and the General Accounting Office as to the proper
amount of increased compensation intended under the 1949 amendment to
the Federal Employees’ Compensation Act, we suggested that the Congress
might wish to expressits views in this matter.

Need for prompt adjustment in compensation payments to irg’ured Federal employees
fromtotal to partial disability rates, B-157593,Jan. 12, 1967

Our review at four of the Bureau’s 10 district offices showed that over a 10-year

period, 562 claimants had received about $656,000 more than they would have
received if partial disability rates of compensation é)a?:ments had been estab-
lished effective at the time ‘medical evidence showed that their total disability
had ceased. The time elapsed from the date of maximum medical improvement
to the date of adjustment of compensation ranged up to 247 weeks. We esti-
mated that, nationwide, claimants on partial disability rolls at the date of our
report may have been paid additional compensation totaling about $1 million
as a result of the avoidable delays by the Bureau in adjusting compensation
rates.

The Secretary of Labor outlined a number of improvements being made in

Bureau administration which substantially included the actions we had pro-
posed, but he did not adgree that the adjustment should be made effective as
of the date medical evidence indicates total disability has ceased. We plan to
reexamine the Bureau’s operations at a later date to observe the effects of the
corrective action taken.

Potential savings attainable through improved control over computations of dis-
ability compensation, B-157593, June 28, 1967

We found that the Bureau’s f)ractice of adjusting the percentage of wage-earning
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capacity of partially disabled Federal civilian employeesdownward in favor of
the claimants resulted in the payment of excess compensation. We estimated
that, if the practices noted during our review at four district offices were
essentially the same at all 10 district offices, the Bureau made overpayments of
about $370,000 from January 1960 through September 1965 and could achieve
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savings of at least $100,000 a year by eliminating any adjustment of the per-
centage of wage-earning capacity computed.

In response to our proposals, the Secretary of Labor informed us that the Bureau
would issue instructions to discontinue the practice of basing compensation
awards to disabled employees on adjusted percentages of their wage-earning
capacity and that improved supervision, including internal audits, would be
provided. The Bureau informed us also that appropriate adjustments of existing
awards would be made where such action would not result in hardship to the
beneficiaries.

LABOR-MANAGEMENT SERVICES ADMINISTRATION

Certain activities related to administration and enforcement of the reporting and
bonding provisions of the Welfare and Pension Plans Disclosure Act, and the
Labor-Management Reporting and Disclosure Act of 1959, B-160557, Mar. 14,
1967

In this report we informed the Congress of the need for improved administration
and enforcement by the Department of the reporting and bonding provisions
of the Welfare and Pension Plans Disclosure Act and the Labor-Management
Reporting and Disclosure Act of 1959 and the need for legislative authority to
establish certain reporting and verification requirements regarding comPIiance
with the bonding provisions. A primary objective of the applicable laws is
to protect the interests of participants in the ]plans and of members of labor
organizations through the public disclosure of financial and other information.

The Secretary of Labor informed us of certain corrective actions being taken or
to be taken. He noted, however, that the Department lacked authority to re-
quire reporting of bonding coverage under the Labor-Management Reporting
and Disclosure Act of 1959 or to make appropriate investigations of coverage
under the Welfare and Pension Plans Disclosure Act. Accordingly, we recom-
mended that the Secretary of Labor seek aBpropriate legislative authority
from the Congress. In February 1967, shortly before the issuance of our report,
a bill (S. 1024) was introduced to amend the Welfare and Pension Plans Dis-
closure Act. This bill provides, in part, for the Secretary to make investiga-
tions when he believes it is necessary to determine whether any person has
violated or is about to violate any provision of the act.

POST OFFICE DEPARTMENT

Program for replacement and procurement of motor vehicles, B-114874, Aug. 31,

At seven vehicle maintenance facilities in three postal regions, savings of about
$110,000 could have been achieved in calendar year 1964 if older vehicles
had been replaced on a more timely basis. The Department had continued to
operate vehicles beyond their scheduled replacement dates primarily because
the ordering of new vehicles had been delayed and because, when vehicle re-
quirements had been established, full consideration was not given to adminis-
trative and production lead time. We reported that if the conditions found in
the seven facilities were typical of the conditions at other locations, substantial
additional costs might be attributable to operating over-age vehicles throughout
the postal service.

The Postmaster General informed us in April 1966 that the Department agreed
that its program for replacement and procurement of motor vehicles should be
strengthened and that the Department would continue studies to reduce the
time required to complete delivery of vehicles. He informed us also that rea-
sonable production lead times would be recognized in requesting funds for
replacement vehicles.

Savings available if uniform items are furnished to postal employees in lieu of allow-
ances, B—124597, Sept. 27, 1966

We reported that substantial savings could be achieved if the Department dis-

continued the uniform allowances granted to window clerks and entered into

procurements contracts for the furnishing of the authorized uniform items. We

reported also that further savings could be achieved if the Department entered

into procurement contracts for the furnishing of uniform items to carriers and
employeesin other postal crafts.
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We proposed that the Department study the uniform needs of employeesstationed
in various sections of the country and consider furnishing uniforms in lieu of
Broviding uniform allowances. On the basis of information compiled by the

epartment in fiscal year 1965 relating to the cost and quantity of uniform
items purchased by letter carriers in the various postal regions, it ai)peared that
the cost to the Department for furnishing uniform items to employees would
be less in the warmer climates than in the colder climates if this suggested
method were adopted.

The Postmaster General informed us that, with certain necessary qualifications,
he intended to initiate prompt action on our proposals. He said that he had
requested the Department’s Uniform Allowance Advisory Board to submit to
him a plan for effecting, on an experimental basis, a supply program for window
service uniforms. He said also that our proposals concerning the furnishing of
uniform items to carriers and employees in other crafts would be given close
attention.

Potential savings through changes in legislation affecting com&%nsation of rural
carriers and consolidation of rural routes, B-114874, Dec. 13,1

We reported that the method of determining the compensation of most rural
carriers resulted in additional costs to the Department and in certain inequitable
variances in the hourly earnings among rural carriers. We found that most
rural carriers were compensated under a schedule, established b){ law, which was
based on the length of the routes and years of service, regardless of the hours
of work required to serve the routes, and resulted in carriers receiving salaries
which have very little relationship to the amount of time required to perform
the services.

We estimated that the costs incurred in providing rural delivery service in the
Cincinnati postal region, wherein we made certain tests, could be reduced by
about $3.4 million annually if rural carriers’ salaries were based on the hours
of work required to perform their duties, as are the salaries of most other postal
employees. The Department’s internal auditors, in a report issued in July 1965,
presented a nation-wide projection which showed that such savings would be
about $58 million annuallé.

We recommended that the Congress consider enacting legislation authorizing the
Postmaster General to compensate all rural carriers on the basis of the hours of
work required to perform their duties.

We reported also that the Department was prohibited by statute (39 U.S.C.
3339) from consolidating rural routes unless vacancies exist in the rural car-
rier positions. We expressed the opinion that, if this restrictive statute were
repealed, many rural routes could be eliminated through consolidation with
other routes and that increased income for the carriers serving the new routes
and significant savings to the Government in operating costs could result with-
out impairing service to patrons.

The restrictive statute was enacted in 1934, and the legislative history indicates
that the action of the Congress of restricting the consolidation of rural routes
was influenced, to a great extent, by the unemployment and depressed economic
conditions that existed at that time. In view of the changed conditions since
the enactment of the restriction, we recommended that the Congress consider
repealing 39 U.S.C. 3339 so that the Department could consolidate rural routes
whenever economies are possible without adversely affecting service.

Policies and procedures used in determining the administrative office space to be
provided in major postal facilites, B-153129, Dec. 27, 1966

The Department’s space standards provided for administrative offices which, in
the 10 facilities that we reviewed, averaged about 32 percent larger than would
have been provided under General Services Administration (GSA) standards.
We estimated that, if the 10 major leased facilities covered by our review had
been planned on the basis of GSA’s standards, the savings in rentals might have
?mounted to as much as $88,000 annually, or $2,580,000 over the lives of the
eases.

I'n commenting on this finding, the Postmaster General said that the De?artment
proposed to adopt new administrative office space standards more in line with
current needs and GSA’s allowances.

We recommended that the Congress give consideration to enacting legislation
which would make GSA responsible for either establishing or approving the
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standards to be used in planning space for the Post Office Department’s admin-
istrative activities in both leased facilities and federally owned buildings. Sub-
sequent to the issuance of our report, the Department accepted an invitation
from GSA to participate in a joint effort to issue an occupancy guide or some-
thing comparable for the Department’s administrative office space. In March
1967, we informed the Subcommittee on Buildings and Grounds, Senate Com-
mittee on Public Works, of this action and expressed the opinion that if an
occupancy guide were developed for the Department under the standards used
by GSA for other agencies, there would be little need for the Congress to enact
the legislation proposed in our report.

‘We estimated that, for eight of the 10 leased postal facilities involved in our
review, the Government could realize annual savings in rental costs of about
$147, by subleasing the planned excess office space to other Government
agencies which lease office s[)ace from private lessors. The Postmaster General
concurred with our proposal that office space in postal facilities be subleased
to the maximum extent practicable and stated that the Department would
establish appropriate procedures to implement this policy.

Potential savings available through establishment of gasoline outlets at certain postal
installations, B=159072, Feb. 15,1967

On the basis of our reviews at 103 post offices, branches, and stations in five postal
regions, we estimated that savings of about $80,000 annually would result
from the installation and use of gasoline outlets at 41 of these facilities. We
reported that, if the conditions found at these postal installations were typical
of the conditions at other locations, significant additional savings could be
achieved by the establishment of gasoline outlets throughout the postal service.

We proposed that the Department (1) develop criteria for determining the
feasibility of establishing gasoline outlets at post offices, branches, and stations
which procure gasoline and motor oil from sources other than vehicle mainte-
nance facilities, auxiliary garages, and other Government-operated gasoline
outlets, (2) require the appropriate officials of the postal regions to use the
developed criteria in determining the existing or planned facilities where use
of gasoline outlets would result in savingsin operating costs, and (3) take such
other actions as may be necessary to arrange for the timely installation and
operation of gasoline outlets at such facilities.

I'n October 1966 the Postmaster General informed us that the Department agreed
with our proposals and that he was directing the responsible bureaus of the
Department to collaborate in making a comprehensive study to develop criteria
for determining the feasibility of establishing gasoline outlets. These criteria
have sincebeen issued.

Potential savings available in manpower costs of railway post offices, B~157910,
Feb. 23, 1967

We estimated that the Department could achieve annual savings of about
$265,000 in manpower costs in the four postal regions we reviewed if (1)the
number of employees assigned to unload railway post offices and/or the time
allowed these employees for unloading were reduced to the number of employees
and the time necessary for unloading and (2) employees were paid for only
actual service time when railway post offices arrived ahead of schedule. We
expressed our belief that, to the extent that conditions similar to those observed
by us in the four regions existed in the other 11 postal regions, additional
savings may be available.

In response to our findings and suggestions, the Department issued instructions
to its regional officesin May 1966 which require an evaluation of railway
post-office staffing and establish a maximum of six employees as the number of
employees that should be assigned to unload a full size railway post-office car.
Concerning the early arrival of railway post offices, the Postmaster General
informed us that the Department would review the situation.

We recommended that the Postmaster General establish such policies and pro-
cedures as are necessary to ensure that railway post-office employees are
granted credit only for actual hours of service performed when railway post
officesarrived ahead of schedule.
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Selected aspects of the staffing and functions of the postal regional offices, B—159768,
Feb. 23, 1967

At the request of the chairman, Subcommittee on Departments of Treasury
and Post Office and Executive Office, House Committee on Appropriations, we
reviewed selected aspects of the staffing and functions of the Post Office
Department’s regional offices. Our review indicated that about $3.9 million
of the funds appropriated for fiscal 1Qf/ear 1966 postal operations had been
used to pay the salaries of local post office employees detailed to the postal re-
gional offices, to the postal data centers, to the Department’s headquarters
office, and to headquarters programs carried out at field installations.

Because the act making appropriations available to the Department to carry
out its activities during fiscal year 1966 (79 Stat. 200) contained a $1 million
limitation on the amount by which the appropriation for administration and
regional operation could be increased as a result of transfers from other
appropriations, we reported that the Department’s use of $3.9 million of the
operations appropriation to finance other activities did not aﬁpear to be in
conformity with the intention of Congress in imposing the $1 million
limitation.

We also reported that our review had indicated some evidence of overlapping and
duplication of effort between certain functions of the postal inspectors and
of the regional office personnel. Some of the information included in our
report was used extensively by the subcommittee during hearings on the Depart-
ment’s appropriations for 1968.

Selected aspects of labor-management program, B—159768, Feb. 23, 1967

At the request of the chairman, Subcommittee on Departments of Treasury and
Post Office and Executive Office, House Committee on Appropriations, we
reviewed selected aspects of the Post Office Department’s labor-management
program. We reported that the Department’s accounting system did not
identify the costs incurred in carrying out the labor-management program
and that it was not practicable for us to determine the actual costs being
incurred, because the program involved thousands of locations. We con-
cluded, however, that the Department’s estimate of $1,114,000 as the cost
of the program at its headquarters office and the 15 regional offices was
reasonable, but that the Department’s estimate of $629,000 as the cost of the
program at the post office level substantially understated the costs involved.

We further concluded that, at the national level, the Department had negotiated
on matters which were identified in Executive Order 10988 as rights which
management was required to retain. Also, in our opinion, management had,
in some instances, agreed to provisions which could adversely affect the effi-
ciency of the postal operations.

With regard to the negotiation of numerous local agreements, we concluded
that the Department’s negotiation of agreements with organizations selected
by the employees inOParticuIar crafts at individual post offices was consistent
with the objective Executive Order 10988, which gave Government em-
ployees the right to participate in the formulation and implementation of
personnel policies affecting them.

The information in this report was discussed extensively during hearings before
the subcommittee on the Department’s appropriations for 1968.

DEPARTMENT OF TRANSPORTATION

(Including reports relating to the Federal Aviation Agency; Bureau of
Public Roads and Saint Lawrence Seaway Development Corporation, De-
partment of Commerce; The Alaska Railroad, Department of the Interior;
and U.S._Coast Guard, Treasury Department, issued prior to their incorpora-
tion in the Department of Transportation which was established in April
1967.)

FEDERAL AVIATION ADMINISTRATION

Federal grants for airport improvements at the adjacent communities of Kenai and
Soldotna, Alaska, B-154861, Oct. 31, 1966

We reported that the Federal Aviation Agency made separate grants to the
adjacent communities of Kenai and Soldotna, Alaska, for improving their
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respective airports and that, as a result, the Government would contribute
about $233,300 for improvements to the Soldotna airport, a significant por-
tion of which was not necessary to meet the then-current or anticipated
civil aviation needs of the area. We ex&ressed the belief that separate grants
would not have been made if the Alaska Region had followed the Agency’s
area airport policy of developing only one airport, where possible, to serve
the needs of more than one community. We also pointed out that the Wash-
ington Headquarters Office had not established adequate procedures and con-
trols to ensure compliance with the area airport policy.

In response to our proposals for corrective action, FAA informed us that Agency
directives for implementing the area airport policy would be clarified to require
that full consideration be given to the policy in recommending or approving
projects and that evidence of such consideration would be required for each
project submitted to the Headquarters Office for review and approval. We
were informed also that the Agency would improve its coordination with the
Civil Aeronautics Board to fully implement the area airport policy.

Coordination between procurement of technical equipment and its ultimate utiliza-
tion, B—133127, Nov. 29, 1966

The Federal Aviation Agency had accumulated sizable overstocks of air naviga-
tional and traffic control equipment because it had procured the equipment
without first having firm plans for installing it. We noted also that, because
of inadequate procedures for determining stock availability, FAA has pur-
chased equipment costing about $136,080 from commercial sources when
it already had similar equipment, in excess of reasonably current needs,
stocked at its Oklahoma City depot.

In agreeing with our proposals for corrective actions, the Agency informed us
that it had issued comprehensive system improvements for the management of
project material, which would be fully implemented by Dec. 31, 1966, and
would provide for the constant comparison of requirements, and the early
identification and prompt disposal of excesses to ensure their availability to
other Government agencies. FAA informed us also that (1) an Agency direc-
tive would be issued to give formal status to informal instructions which
provide for the procurement of construction supplies on a more realistic basis,
(2) increased effort would be made to buy equipment nearer to the actual
need date, and (3) an Agency internal audit follow-up and future manage-
mﬁnt reviews would determine the effectiveness of the corrective action
taken.

Acquisition and use of aeromedical research facilities, B-158515, Apr. 6, 1967

We found that, because of inadequate planning, the Federal Aviation Administra-
tion rented more space than was necessary for research and support staff
requirements in a specially constructed building at Oklahoma City, Okla.
We noted also that FAA had plans to construct three technical and adminis-
trative buildings costing about $15 million at Atlantic City, N.J., to be used
as an experimental center for nonmedical research. We proposed, therefore,
that Agency plans for these buildings be based on reasonable estimates of
its staff requirements.

The FA4 Administrator expressed general agreement with our findings and
proposals and informed us that he had been aware of the space-use problem
at Oklahoma Cit% and was attempting to find other Government research
activities to use the specialized facilities of the building. He indicated that,
in the Atlantic City building program, he would make sure that the plans
provide adequately for the efficient use of these buildings. We recommended
that if the FAA Administrator could not find Government research activities to
use the space available in the Oklahoma City facility, he determine the feasi-
bility of locating nonresearch programs in the building.

Selected procurements and costs of dedication ceremonies in the Pacific Region,
B-118670. May 26. 1967

We reported that our review of selected procurements and of costs of dedication
ceremonies of the Federal Aviation Administration in the Pacific Region showed
that the Administration had procured goods and services costing about $267,-
000, which could not be justified or could be justified only partially by the con-
ditions existing at the time of the procurements or by the benefits received by
the Government.
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In response to our proFosaIs, FAA terminated a lease for an alarm/sound
system in the regional headquarters building with resultant savings to the
Government of about $65,000. In addition, the agency expressed general
agreement with our proposals for establishment of more effective procurement
policies, standards, and controls. We expressed our belief that the actions
taken or promised by the agency would correct the situation described in our
report.

p FEDERAL HIGHWAY ADMINISTRATION

Significant problems in the administration of right-of-way acquisition activites for
the Federal-aid highway program in the State of Utah, B-118653, July 15, 1966

We found that, although Bureau of Public Roads’ reviews in 1960 had dis-
closed indications of deficienciesin the appraisal practices of the State of Utah,
it was not until 1962 that the Bureau recognized that inadequately supported
right-of-way values were a ﬂrevalent condition. A retrospective appraisal pro-
gram, paid for entirely by the Bureau, was thereafter inaugurated as a means
of determining the acceptability of claims for right-of-way costs for acquisitions
before August 1, 1962. However, because no prior agreement was reached
with the State that the results of this program would be a basis for settle-
ment of claims, a common ground for settlement was not established. As of
February 1966, State of Utah claims for Federal participation amounting to
$11 million for right-of-way acquired before August 1962 were still un-
settled. Our review into appraisals for selected properties acquired by the
State during fiscal years 1963 and 1964 showed that, even though the Bureau
had i_nte(?sified its review of State appraisals, deficienciesin appraisal practices
remained.

We recommended that the Federal Highway Administrator establish a polic
which would limit FederaIJ)articipation in State costs of preparing appraisals
to the amounts that would be required to obtain acceptable appraisals ini-
tially and that the findings contained in our report be considered in arriving
at decisions on corrective actions that may be required to strengthen the
appraisal program.

Justification for a Federal-aid interstate highway frontage road near Billings, Mont.,
B-118653, Nov. 29, 1966
In 1962 the Bureau of Public Roads ap?roved Federal participation in the cost
of constructing a frontage road near Billings, Mont., then estimated at $720,000,
primarily on the basis of justification made by the State about 4 years earlier.
The Bureau had not adequately evaluated the effect of changes in local condi-
tions upon the need for the road and had not requested the State to prepare
analyses or cost studies, as required by Bureau policy. As a result of inquiries
by our Office regarding the need for construction of the road, the Bureau gave
further consideration to the i)roject and determined that the frontage road was
no longer justified as originally approved. The Bureau made several alternative
Er(ﬁ)osals to the State of Montana for lesser projects under which the estimated
ederal participation would not exceed from $250,000 to $300,000, including
costs of preliminary engineering, rights-of-way, and construction already
incurred. As of August 1966, however, the State still desired to construct the
frontage road as initially planned, and a final solution had not been reached.
We recommended that the circumstances in this case be brought to the attention
of appropriate Bureau officials to emphasize the importance of an effective
review of justifications for access control features to ensure approval of Fed-
eral financial participation on a basis consistent with applicable Bureau policP/.
The Bureau subsequently acknowledged some failure on its part to fully
analyze and require justification for the frontage road proposal and advised
us that further negotiations would be held in hopes of finding a better solution,
preferably a minimum design facility as previously proposed to the State. At
the close of the 1967 fiscal year, the Federal Highway Administration and the
State had not reached agreement on the amount of Federal participation.

Circumstances relating to the collapse of the John Day River Bridge on Interstate
Route 80N in the State of Oregon, Bureau of Public Roads, Department of Com-
merce, and Corps of Engineers (Civil Functions), Department of the Army,
B-144887, Dec. 19,1966

The John Day River Bridge, completed in September 1963 at a cost of about $2.4
million, collapsed about 15 months later, as a result of scouring of the stream
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bed around and below the footings of one of the bridge supports during extreme
flooding conditions. The footings for this support had been established on
compacted sand and gravel approximately 14 feet above bedrock, contrary to
the original contract requirement that the bridge piers be founded upon
bedrock. The Bureau of Public Roads, which had the responsibility for review-
ing and approving all changes, was not made aware of the change in the
pier’s elevation and foundation material until about 132 months after the
footings had been poured. Because of a lack of clarity in the memorandum of
understanding between the Corps of Engineers, which was involved in the
bridge as a part of a navigation and flood control project, and the Bureau
regarding each agency’s responsibilities, the Bureau relied on what it thought
was a thorough review by the Corps and did not attempt to independently
evaluate the change when it was first in a position to do so, after the change
took place.

In May 1967, we were advised that, in accordance with our proposal, the memo-
randum of understanding between the Federal Highway Administrator and
the Chief of Engineers had been revised to more clearly define the respective
responsibilities and limitations therein of each agency. Based on our review
of the revised memorandum, we believe that proper implementation by the
Corps and the Administration of the provisions set forth in the memorandum
_sho_téld preclude future occurrences similar to the John Day River Bridge
incident.

SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION

Examination of financial statements, calendar year 1965, B-125007, Aug. 31, 1966

By agreement between the Saint Lawrence Seaway Authority of Canada and
the Saint Lawrence Seaway Development Corporation, the billing and the
collection of tolls, subject to such collaboration and cooperation on the part
of the Corporation as may jointly be determined, are the responsibility of the
Authority of Canada which accounts to the Corporation for its share of the
toll revenue. Because the Auditor General of Canada makes annual calendar-
year audits of the AuthoritP/ and his r(ﬁ)orts are made available to us, we did
not verify the Seaway toll revenue. Also, because the Auditor General of
Canada makes fiscal-year audits of the Seaway International Bridge Corpora-
tion, Limited —a Canadian Crown (government) corporation— and his reports
thereon are made available to us, we did not examine into the financial
results of the operations of the bridge corporation. Therefore, our opinion,
as far as it related to Seaway toll revenues and bridge corporation revenues
and expenses, was based upon the aforementioned reports of the Auditor
General of Canada.

We expressed our opinion that the financial statements present fairly the finan-
cial position of the Saint Lawrence Seaway Development Corporation at
December 31, 1965, and the results of its operations and the sources and
application of its funds for the year then ended, in conformity with the
principles and standards of accounting prescribed for executive agencies by
the Comptroller General of the United States applied on a bask consistent
with that of the preceding year.

UNITED STATES COAST GUARD

Need for improvement in the Coast Guard Reserve Training Program, B-114851, .
June 28, Jp%7

We reported that, to a large extent, the Coast Guard Reserve Training Program,
which cost $23.5 million in fiscal year 1966, was not meeting its objective
of providing the qualified enlisted personnel that would be needed in the
event of mobilization. The Acting Commandant of the Coast Guard told us.
that he recognized the inability of the Coast Guard Reserve to meet mobi-
lization requirements and said that our report should assist the Coast Guard
in gaining recognition for its Reserve Multi-Year Plan, considered essential®
by. the Coast Guard if an effective and efficient trained reserve is to be main-
tained. He concurred with our conclusion that certain weaknesses existed in
the training provided by reserve units.

We recommended that the Commandant of the Coast Guard explore, with.
appropriate committees of the Congress, the feasibility of increasing the-
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number of reservists who will receive active duty training for periods longer
than 5 months. We recommended also that the Commandant take appropriate
action to correct certain weaknesses in the training provided by reserve units.

TREASURY DEPARTMENT

BUREAU OF CUSTOMS

Duty-free sales of certain waste produced from imported cenditionally duty-free
carpet wool, B—114898, June 29,1967

The Bureau of Customs allowed wool waste, resulting from manufacture of

specified articles, principally floor coverings, to be sold to manufacturers of
other articles, such as baseballs and clothing, without assessment of duty,
even though the wool waste could have been used for the manufacture of
articles not subject to duty requirements. We estimated that, in the two
Customs districts where we made our review, the Government could have
realized additional revenues amounting to as much as $453,000 on 1.2 million
pounds of carpet wool waste for fiscal year 1964. Imports of duty-free carpet
wool in these two districts amounted to about one-third of the” 145 million
pounds of wool imports for fiscal year 1964.

Subsequent to our review, the Commissioner of Customs ruled that waste from

carpet wool, with certain exceptions, is dutiable. We have been informed that
the Bureau of Customs is now requiring that a determination be made that
wool waste material is not usable in the manufacture of floor covering or
other enumerated items before allowing it to be exempt from duty. The action
taken should result in strengthened administrative controls over the utilization
and disposition of wool waste, consistent duty treatment of wool waste, and
additional revenues to the Government.

INTERNAL REVENUE SERVICE

Opportunities for increasing revenues by improving controls and procedures relating

to

interest paid on Federal income tax refunds, B-137762, Nov. 30, 1966

We expressed the opinion that Federal income tax revenues should be increased

as a result of certain measures taken by the Internal Revenue Service (IRS)
to (1) establish internal controls and procedures for determining the extent
that taxpayers are not reporting interest received on tax refunds as income
and (2) make better use of instructional publications to communicate to tax-
payers that interest received on tax refunds is income. Prior to the IRS
actions, we had found in our test of Federal tax refunds that a high per-
centage o taxpayers were not voluntarily reporting, as income, interest re-
ceived on their fax refunds.

Because of our limited access to records, we could not reasonably estimate the
total amount of unreported interest on tax refunds. However, on the basis
of our examination certain records and information made available to us,
a test of transactions in four Internal Revenue district offices, and the amount
of interest paid by the IRS annually—$88.5 million in fiscal year 1964—
we expressed our belief that considerable taxable income had not been reported.

In accordance with our proposals, IRS informed us that certain corrective
measures were being taken which we believe, if effectively implemented, should
improve the reporting of interest received on tax refunds as taxable income
and thereby increase Federal income tax revenues.

Federal excise tax exemption on beer and tobacco products given to certain consumers,

B-
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133365, Apr. 25, 1967

In this report we pointed out that under provisions of chapters 51 and 52 of
the Internal Revenue Code of 1954, breweries were permitted to furnish tax-
free beer to employees and visitors for consumption on the premises and
manufacturers of cigars and cigarettes were permitted to furnish these prod-
ucts tax free to employees for personal consumption. We estimated that, if
the beer and tobacco products given away during fiscal year 1965 had been
subject to excise taxes, these would have amounted to about $1.6 million.
While we recognized that these general practices had existed for a long time,
we expressed our belief that expenses incurred in producing and promoting
the sale of products, including excise taxes, were appropriate costs to the
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manufacturers and that excise taxes should be imposed on beer and tobacco
products even though the producers continue the practice of giving these
products to employees and visitors free of charge.

We suggested that the Congress may wish to consider amending the Internal
Revenue Code of 1954 to provide for payment of taxes by brewers on beer
consumed by employees and visitors and by tobacco products manufacturers
on cigars and cigarettes given to employees. The Assistant Secretary of the
Treasury for Tax Policy advised us that the Treasury would have no objection
to repeal of the exemptions in question.

Opportunities for reducing interest costs on refunds attributable to net operating loss
deductions, B-137762, May 26, 1967

Under the Internal Revenue Code of 1954, better treatment is accorded to some
taxpayers claiming refunds than others at considerable additional expense
to the Government. The Code permits taxpayers to offset net operating busi-
ness losses of a current tax year against a prior year's taxable income and
thereby receive a tax refund. The IRS pays interest on these refunds at the
rate of 6 percent, commencing on the first day following the close of the
year in which the business loss occurred.

An interest-free period of 45 days following the prescribed income tax return
filing date or receipt of a return is allowed to process ordinary refunds,
whereas no interest-free period is allowed the IRS in processing refunds
attributable to net operating loss deductions. We estimated that interest costs
accruing before the claims for refunds based on net operating loss deductions
were filed amounted to $300,000 during fiscal year 1964 at the two IRS
district offices included in our review. Interest paid on all refunds attributable
to net operating loss deductions during fiscal year 1964 was estimated to total
about $28 million.

We suggested that the Congress may wish to consider amending the Code to
provide that interest on refunds resulting from net operating loss deductions
begin from the date that applications or claims for such refunds are filed
instead of from the date following the close of the taxable year in which the
net operating loss occurred, except that the IRS be authorized to establish
a reasonable period after applications or claims are filed within which interest-
free refunds may be made. The Assistant Secretary of the Treasury for Tax
Policy stated that the Treasury was prepared to support such legislation.

OFFICE OF THE TREASURER OF THE UNITED STATES

Examination of financial statements, fiscal years 1964-1965, B-114802, Oct. 31, 1966

We expressed our opinion that except for deposit and withdrawal transactions
in transit at June 30, 1964 and 1965, in net deposit amounts of $80.4 million
and $99.7 million, respectively, which were processed in the accounts in the
succeeding fiscal years, the financial statements presented fairly the account-
ability of the Treasurer of the United States at June 30, 1964 and 1965, in
conformity with principles and standards of accounting prescribed by the
Comptroller General of the United States applied on a consistent basis.

ATOMIC ENERGY COMMISSION

Potential savings to the Government through increased purchasing from General
Services Administration supply sources by contractors which operate facilities for
the Atomic Energy Commission, B-114878, Sept. 20,1966

Our review showed that savings to the Government of about $309,000 might
have been achieved during the period extending from fiscal year 1963 through
the latter part of fiscal year 1965 if contractors which operate facilities for
AEC had procured selected operating supplies and equipment through GSA
rather than directly from commercial suppliers.

We proposed that AEC reemphasize to its operations office officials the importance
of making thorough reviews of operating contractors' practices and procedures
relating to the use of GSA as a procurement source. We proposed also that
AEC instruct the operations offices to require the contractors to include
in their records written documentation in support of decisions to purchase
from sources other than those of GSA, common-use items for which there is
a continuing need. AEC has taken action to implement our proposals.
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Procurement and utilization of security covers for nuclear weapons, B-114878,
Sept. D, 1966

Our review indicated that savings could be achieved by AEC and the Depart-

ment of Defense through reduced procurement of specially designed security

covers for nuclear weapons. As a result of our review, the remaining pro-

duction of security covers for two of the weapons included in our review

was canceled, with an estimated saving of about $16,000, and procedures

were established to evaluate the requirements of the military services in

determining future procurement of covers. Action was initiated to authorize

the Department of Defense to dispose of certain security covers which were

determined to be no longer of use in the weapons program. Security covers

for the four weapons which we reviewed were included on the proposed

surplus list. We expressed our opinion that, if AEC and the Defense Atomic

Support Agency had adequately considered the need for security covers

by the military services in their initial evaluation of procurement requirements,

a substantial portion of the approximately $650,000 spent for security covers

between January 1961 and March 1965 for the four systems included in our
review could have been avoided.

CIVIL SERVICE COMMISSION

‘Certain procedures relating to the continuing eligibility of Federal employees for
disability retirement annuities under the Civil Service Retirement System,
B- ,Oct. 31,1966

In our review of selected case files of disabled annuitants on the retirement roll
and of annuitants who had been removed from the retirement roll because
of their recovery from disability, we noted that long periods of time had
elapsed between reviews of case files and/or medical examinations of an-
nuitants, which may have resulted in some annuitants’ remaining on the
retirement roll after their recovery from disability. We noted many cases
where from 2 to as many as 10 years elapsed between reviews of the case files
by medical officers. We recommended that the Commission’s procedures
be revised to require, to the fullest extent practicable, annual case reviews
by medical officers and the scheduling of medical examinations of annuitants
in those instances where the case reviews indicated that the annuitants may
have recovered from disability. Subsequently, the Commission initiated an
internal review aimed at evaluating its medical programs and procedures.

We also noted certain procedural inadequacies which resulted in some annuitants
remaining on the retirement roll beyond the scheduled dates on which their
annuities should have been discontinued. We estimated that potential savings
of more than $400,000 might result from the removal of these annuitants from
the disability retirement roll. New procedures placed into effect by the Com-
mission should, in our opinion, result in the more timely removal from the
retirement roll of those not entitled to annuities because of their recovery
from disability or because of the restoration of their earning capacity.

‘Review of internal auditing activities, B-160759, Mar. 20,1967

At the conclusion of our review of the Commission’s internal auditing activities,
we reached the broad conclusions that a single centralized internal audit
organization should be established responsible to the highest organizational
level practical; the internal audit function should be independent of those
officials responsible for the operations and activities reviewed by the auditors;
and the authorized scope of the audit work should be broad enough to cover
all operations and activities of the Commission on a systematic basis.

We have been informed that the Commission has established a centralized
internal audit organization authorized to cover all operations and activities
on a systematic basis and reporting directly to a level which it considered
sufficiently high to give the internal auditors the necessary degree of inde-
pendence from operating officials.

Financing the Civil Service Retirement System administered by United States Civil
Service Commission, E-130150, Apr. 24, 1967

We expressed our belief that a consistent method of financing the Civil Service
Retirement System should be established that would recognize and provide
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for all costs of maintaining the System from year to year as the costs are
incurred. We outlined an approach which would attain this objective and
stabilize the unfunded accrued liability —the accumulated costs of the System
for which funds have not been provided — estimated at about $80 billion at
June 30,1967.

We reported that, while there were many approaches that could be taken to
improve the financing of the Civil Service Retirement System, it was our
view that, regardless of the approach the Congress might choose to follow,
it was important that a definite plan to improve the financing of the System
be adopted at an early date.

DISTRICT OF COLUMBIA GOVERNMENT

Change orders and other matters relating to the construction of District of Columbia
Stadium, B-146959, Aug. 31,1966

We found that, even though there was no apparent urgency to have the District of
Columbia Stadium ready for use commencing with the 1961 football season, the
District of Columbia Armory Board awarded a $14 million construction con-
tract before regulatory agencies of the District had approved the plans and
specifications. As a result 234 change orders costing about $2.9 million
were issued after construction had started. We stated our belief that the
performance of so much of the construction under change orders tended
to increase the Stadium’s cost because of the absence of price competition
and because some changes required the removal or modification of “in-place”
construction.

Our review identified many change-order prices, which the Board approved
largely on the basis of its architect-engineer’s recommendations. There were
insufficient data and support for the architect-engineer’s cost estimates and
the contractor‘s price proposals, however, for us to judge the adequacy of the
architect-engineer’s cost estimating and price evaluation and the reasonable-
ness of the agreed-upon prices. Also, certain of the architect-engineer’s cost
estimates were based on incorrect or unsupported data which, in our opinion,
did not provide sound bases for recommending prices to the Board for approvals.

The Chairman of the Armory Board informed us that the Board felt that the
determination made in 1958 and 1959 as to the need for the stadium in 1961
was not only a reasonable one but a necessary one under the circumstances
as they appeared in those years. He stated also that reliance had been placed
on the architect-engineer for change-order price evaluations and negotiations
and that the Board’s contracting officer had not performed these functions
which are normally performed by a contracting officer.

Review of the administration of the District of Columbia Nonresident Tuition Act,
B-125004, Jan. 20, 1967

Our examination showed that, in school year 1964-65, not all nonresident
students attending the District public schools and subject to the payment of
tuition under the Nonresident Tuition Act were identified. As a result, the
Board of Education may have failed to consider tuition requirements for as
many as 400 students during the school year. We recommended that the Board
of Education consider requiring additional reviews to identify nonresident
students.

Because of a lack of compliance with prescribed payment procedures and a lack
of control over tuition receivables, over $100,000 in tuition for nonresident
students for school year 1964—65 was uncollected. The amount of tuition
uncollected in prior years was not readily determinable because of a lack of
adequate records. Inaddition, tuition receivables for the 1964—65 school year
of about $84,000 remained suspended at the end of the school year because of
pending exemption claims. In accordance with our suggestion the Superin-
tendent of Schools is considering development of a comprehensive control
system over tuition receivables. The President, Board of Commissioners, stated
that to establish the District’s future course of action with respect to collection
of tuition for nonresident students, a court ruling will be needed on the liability
of District residents for tuition for nonresident students in their custody.

The Board of Education had granted exemptions from the payment of tuition for
some nonresident students on the basis that their parents were unwilling to
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provide care, custody, and support of the students rather than on the statutory
basis that they were unable to do so. The Superintendent of Schools stated that
in most of these cases the students had been deserted by their parents and
that this was the basis for granting exemptions. Although granting of exemptions
under the above circumstances might be desirable, we expressed our belief
that existing law does not provide for granting exemptions in such cases.

Because of the problems involved in administering the District of Columbia

Nonresident Tuition Act, and the consideration being given toward improved
compliance, we suggested that the Congress may wish to express its views on the
manner in which the act was being implemented.

Guidelines needed for custodial and engineering staffing in the public schools of the
District of Columbia, E-161397, June 28, 1967

We reported that the need for adopting suitable guidelines for use in determining

appropriate custodial and engineering staffing in the various public schools in
the District of Columbia was indicated by an apparent overstaffing of custodial
and engineering employees in the District‘s public schools. The cost of the
apparent overstaffing could amount to as much as $1,200,000 annually. Our
views were based on a comparison o the number of custodial and engineering
employees in the District’s schools with the number required as computed
under the staffing standards published by the Department of Health, Educa-
tion, and Welfare and on a comparison of the District’s school custodial and
engineering costs per pupil with custodial and engineering costs per pupil in
various States, urban school districts, and adjacent or nearby communities.

The President, Board of Commissioners, concurred in our proposal to make a

study of the District’s custodial and engineering needs and stated that the
Board of Education would establish standards of performance consistent with
standards in cities of comparable size and in conformity with the special
requirements of the District of Columbia.

FARM CREDIT ADMINISTRATION

Audit of Farm Credit Administration and certain banks of the Farm Credit System,
fiscal year 1966, E=114806, Jan. 20,1967

We expressed the opinion that (1) the financial statement of the FCA presented

fairly the available funds and obligations incurred during fiscal year 1966 and
the unobligated balance at June 30, 1966, (2) the financial statements of
the 12 Federal intermediate credit banks supervised by FCA presented fairly
their financial positions at June 30, 1966, and the results of their operations
and the sources and application of their funds for the year then ended, and
(3) the financial statements of the 11 banks for cooperatives supervised by
FCA which were subject to audit by the General Accounting Office, and of
the Banks for Cooperatives Investment Fund administered by FCA, presented
fairly their financial positions at June 30, 1966, and the results of their opera-
tions for the year then ended.

FEDERAL DEPOSIT INSURANCE CORPORATION

Audit of Federal Defosit Insurance Corporation for the year ended June 30, 1965,
E-114831, Dec. 14, 1966

We were unable to fully discharge our audit responsibilities under the Federal

242

Deposit Insurance Act, because except for closed banks, officials of the Corpo-
ration did not give us unrestricted access to examination reports, files, and
other records maintained by the Corporation relative to the banks it insures.
There has been an increase in the number of problem banks for which the
Corporation was carrying deposit insurance. From June 30, 1964, through
Mar. 31, 1966, the number of banks classified by the Corporation as problem
banks increased from 158 to 220. In our report on audit of the Corporation for
the year ended June 30, 1964, we commented on the upward trend in the
number of insured banks which had failed, there being 13 of such failures
during the period July 1, 1963, to Dec. 31, 1965. From Jan. 1 to Mar. 31, 1966,
there were five additional failures of insured banks.
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We could not express our opinion on the Corporation’s financial statements for
the 1965 fiscal year (1) because of the restrictions placed upon our examina-
tion, (2) because the Corporation did not disclose in its financial statements
the potential effect insured problem banks may have on its financial condition,
and (3) because the adequacy of the Corporation’s deposit insurance fund to
meet future losses is dependent on future economic conditions. However, sub-
ject to our comments relating to the adeguacy o the deposit insurance fund,
we expressed the opinion that the individual amounts shown in the financial
statements were fairly stated at June 30, 1965, and for the fiscal year then
ended, in conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding year.

Report on examination of financial statements of Federal Deposit Insurance Corpora-
tion for the year ended June 30, 1965, B-114831, Dec. 14, 1966

In this report, submitted to the Corporation for inclusion in its annual report to
the Congress, we pointed out that the Corporation did not disclose in its finan-
cial statements the potential effect insured problem banks may have on the Cor-
poration’s financial condition and that we were unable to make an evaluation of
the Corporation’s contingent indemnity liability for problem banks because
of the restrictions imposed by Corporation officials on our access to examination
reports and related data.

For these reasons and because the adequacy of the Corporation’s deposit insurance
fund to meet future losses is dependent on future economic conditions, we
were unable to express an overall opinion on the Corporation’s financial state-
ments for the 1965 fiscal year. However, subject to our comments relating to
the adequacy of the deposit insurance fund, we expressed the opinion that the
individual amounts shown in the financial statements were fairly stated at
June 30, 1965, and for the fiscal year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the
preceding year.

Report on examination of financial statements of Federal Deg;)osit Insurance Corpora-
tion for the year ended June 30, 1966, B-114831, Jan. 9, 1967

In this report, submitted to the Corporation for inclusion in its annual report to
the Congress, we pointed out that the Corporation did not disclose in its
financial statements the potential effect insured problem banks may have on the
Corporation’s financial condition and that we were unable to make an evalua-
tion of the Corporation’s contingent indemnity liability for problem banks
because of the restrictions imposed by Corporation officials on our access to
examination reports and related data.

For these reasons and because the adequacy of the Corporation’s deposit insurance
fund to meet future losses is dependent on future economic conditions, we were
unable to express an overall opinion on the Corporation’s financial statements
for the 1966 fiscal year. However, subject to our comments relating to the
adequacy of the deposit insurance fund, we expressed the opinion that the
individual amounts shown in the financial statements were fairly stated at
June 30, 1966, and for the fiscal year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the
preceding year.

FEDERAL HOME LOAN BANK BOARD AND CORPORATIONS
SUPERVISED

Examination of financial statements of Federal Home Loan Banks supervised by the
Federal Home Loan Bank Board for the year ended Dec, 31, 1865, B-114827,
Aug. 15, 1966

We expressed the opinion that the financial statements presented fairly the
financial position of the 12 Federal Home Loan Banks at Dec. 31, 1965, and
the results of their operations and the sources and application of their funds
for the year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding 18-month
period ended Dec. 31,1964,and with applicable Federal laws.
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Audit of Federal Home Loan Bank Board for the year ended Dec. 31,1965, B-114827,
Aug. 18, 1966
We expressed the opinion that the financial statements presented fairly the
financial position of the Federal Home Loan Bank Board at Dec. 31, 1965,
and its income and expenses for the year then ended.

Audit of Federal Savings and Loan Insurance Corporation supervised by the Federal
Home Loan Bank Board for the period July 1, 1963, through Dec. 31, 1965,
E-114893, May 23, 1967

Because we could not determine the adequacy of the primary and secondary
reserve and the allowances €or losses, and because the Corporation does not
disclose in its financial statements the possible adverse effect that the impaired
financial condition of certain insured associations might have on the Corpora-
tion’s financial position, we could not express an overall opinion on the
Corporation’s financial statements for the 18-month period ended Dec, 31,
1964, and for the calendar year 1965.

However, subject to our comments on the adequacy of the primary and secondary
reserve and the allowances for losses, we expressed the opinion that the in-
dividual amounts shown in the financial statements were fairly stated at
Dec. 31, 1964, and for the 18 months then ended and at Dec. 31, 1965, and
for the year then ended, in conformity with generally accepted accounting

rinciples applied on a basis consistent with that of the preceding year except
or the accounting for income and expenses related to specific assets acquired
from insured associations,a change in which we concurred.

GENERAL SERVICES ADMINISTRATION
FEDERAL SUPPLY SERVICE

Savings available through expanded use of regional contracts for the repair and
maintenance of selected office machines, E—160419, Feb. 23, 1967

We estimated that Federal agencies could have saved up to $1.2 million during
fiscal year 1965 for repalr and maintenance services on adding machines,
calculators, comptometers, and electric txpewriters through the greater use
of reliable local repair firms instead of through the use of national Federal
Supply Schedule contracts with the machine manufacturers. We also pointed
out that, although Government and independent studies indicated that the
per-call method was the least expensive method of obtaining services for office
machines, most of the Federal expenditures had been for the more costly
maintenance method at fixed annual fees.

As a result of our proposals, we were advised that GSA (1) would phase out
national contracts with machine manufacturers and provide more contracts
with local repair firms for mandatory use by all civilian agencies and (2) revise
its regulations to provide guidelines and criteria concerning the relative ad-
vantages and disadvantages of the per-call and annual maintenance contract
methods for servicing office machines.

Savings available to the Government through revision of the method of supplying
commercial rental cars, E-160781, Apr. 17, 1967

The Government incurs an estimated $1.9 million in costs each year for short-
term rental of cars under informal arrangements made by Government
agencies and their contractors with commercial rental firms. Similar cars are
rented by the Government under contracts entered into by GSA to stgglement
the cars in its motor pools. We found that rental rates under the GSA con-
tracts were substantially lower than the rental rates obtained under informal
arrangements. We estimated that a savings of as much as $350,000 annually
could be realized if cars being rented under informal arrangements were
rented, by the using agencies and contractors, directly from the commercial
firms at GSA contract rates.

GSA concurred with our proposals to (1) re-examine, in consultation with major
using agencies, its present role in the rental of commercial cars for Government
use, with a view to making a better response to agency needs and (2) expand
its present contracting for car rentals to cover all areas where such action
would result in savings or benefits to the Government. We were advised
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that, although GSA had some reservation with respect to our proposal that
rentals be made directly from commercial firms, this matter would be included
in a full-scale in-depth study that would be made of ways and means to achieve
greater economy and efficiency in supplying rental cars to Government
agencies.

Savings available through the use of formal advertising in contracting for automotive
tires and tubes, B-160900, Apr. 28,1967

In this report, we stated that GSA’s use of negotiated contracts for purchasing
the Government’s automotive tire and tube requirements does not result in
maximum price competition. We concluded that GSA could use advertised
contracts for selected tire and tube items because the essential elements for
formal advertising were present— Federal specifications had been established,
items meeting such specifications were widely sold on the commercial market,
and there were a sufficient number of potential suppliers to permit effective
competition for the bulk of the Government’s requirements. We estimated that
the Government mag realize annual savings of about $L4 million by purchasing
selected tire and tube items through the use of formally advertised contracts,
rather than negotiated contracts.

In response to our suggestion that the formal advertising method of contracting
be used for purchasing the bulk of the Government’s tire and tube require-
ments, GSA advised us that it plans to purchase for stock 87 high-volume tire
and tube items through formal advertising and to give continuing attention
to the use of formal advertisingwhere that method is determined to be feasible.
GSA advised us also that it plans to re-establish an item simplification study
with the objective of reducing the number of tire and tube items carried in
the supply system as quickly as possible.

Transfer of handtool and paint stocks from the Department of Defense to GSA,
61319, May 8, 1967

An important step toward the development of a national supply system was
completed in 1966 with the transfer of about $65 million worth of handtool
and paint stocks from the Department of Defense (DOD) to GSA. Our
review of the handtool and paint inventories at DOD supply depots, after
management responsibility had been assumed by GSA, disclosed that there
were significant quantities of GSA-owned stocks on hand which were not
recorded on GSA's inventory records. Consequently, these stocks were “lost”
to the supply system.

After we brought this situation to the attention of DOD and GSA officials, com-
plete pép/sical inventories were taken at DOD’s depots and about $4 million
worth of paint and handtool stocks were found which were not recorded, but
which should have been recorded, on GSA’s inventory records. During the
period when the stocks were “lost,” GSA purchased about $1.1 million worth
of identical stocks.

We proposed that the Secretary of Defense and the Administrator of General
Services direct that agreements on future transfers of stocks between GSA
and DOD require that (1) at the time of the transfers, detailed physical in-
ventories be taken of all stocks to be transferred, the inventory records be
reconciled to the physical counts, and the warehouse stock locator records
be updated and (25) prior to the transfer of management responsibility, a joint
committee be made responsible for providing operating procedures to carry
out the transfers, acting as liaison and coordinators, and settling promptly
any problems relating to inventory shortages during the transfers. DOD and
GSA officials indicated agreement with our proposals.

PUBLIC BUILDINGS SERVICE

Insgfction controls_over concrete placements in building construction projects,
161027, May 25, 1967

In our review of GSA’s administration of construction contracts for public

buildings, we found indications that GSA’s inspection practices were not

adequate to ensure compliance with contract specifications in regard to the

water content of concrete delivered to a construction site in Washington, D.C.

The water content of concrete is one of the most critical factors in obtaining

quality concrete. We also noted discrepancies in the use of concrete curing
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compound and in the performance of concrete testing. Although our review
was confined to three projects in Washington, D.C., we presented to GSA
certain policy and procedural matters which we believed would have appli-
cability to GSA constructionin general.

GSA concurred generally with our proposals and has taken action to improve its

management procedures. A project has been started to improve recording
standards for on-site construction inspections and greater emphasis is being
placed on evaluation of on-site construction inspection by the GSA regional
and central office inspection and engineer groups. Also, requirements are
being changed to provide that laboratories engaged to test concrete will be
responsible directly to the Government rather than to the contractor.

Subsurface exploration for and design and construction of foundations of public
buildings, B-161027, May 25, 1967

During reviews of the construction of public buildings, we noted that construction

difficulties because of foundation design problems and unanticipated soils con-
ditions appeared to occur with some frequency and often involved significant
unexpected costs and delays in the completion of projects. We found that GSA
did not have in-house engineering capability in the specialized fields of soils
mechanics and foundation engineering. Our report demonstrated that founda-
tion problems could have been avoided, or reduced, through the development
of specialized in-house engineering capability.

The Administrator of General Services concurred with our proposal that such

engineering capability be developed and advised us that steps were being
taken to do so.

TRANSPORTATION AND COMMUNICATIONS SERVICE

Potential reductions in cost of automotive travel by Federal employees where use of
Government-owned vehicles is feasible, B-158712, Aug. 23,1966

Reimbursement mileage rates established by Government agencies frequently

exceed the costs of operating interagency motor pool cars at high-mileage
levels. Our review of travel Erocedures at 14 major Government agencies
showed that agencies had not been furnished information on the cost of oper-
ating motor pool cars at various mileage levels and therefore were not in a
position to adequately consider the alternative of providing motor pool cars to
high-mileage drivers. Our more detailed reviews at selected field offices of
Internal Revenue Service, the Federal Housing Administration, and the
Federal Crop Insurance Corporation showed that the annual cost of reimburs-
ing high-mileage drivers for official travel exceeded the cost of operating motor
pool cars by about $245,000. If the miIeageOPatterns observed were typical, the
annual nationwide costs to these agencies of reimbursing high-mileage drivers
for official travel exceeded the cost of operating interagency motor pool cars by
about $1.6 million.

As a result of our proposals, the Bureau of the Budget revised the Standardized

Government Travel Regulations to provide policy guidelines for determining
(1) whether it is feasible and advantageous to the Government for employees
to use their own cars for official business and (2) the reimbursement for which
employeesare entitled if they are authorized to use their cars on official business
when such use is for their own convenience.

Potential savings through greater use of available Government gasoline outlets,
B-159072, Oct. 31, 1966

We found that substantial savings could be achieved if GSA and agencies using
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GSA vehicles were to use Government gasoline outlets to the maximum extent
practicable. The cost of gasoline purchased from retail outlets averaged 9
cents a gallon higher than the cost of gasoline that could have been obtained
from Government outlets. We estimated that, if our findings at seven
selected motor pools were typical nationwide, the Government could save about
$600,000 annually by using Government outlets to the maximum extent prac-
ticable. Government agencies had been encouraged to fuel their vehicles at
Government outlets operated by the military services, GSA, Post Office Depart-
ment, Veterans Administration, and other civil agencies when such facilities
were availabk and more economical. We found, however, that neither GSA nor
using agency operating officials had taken action to determine the location and
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availability of Government outlets and to issue instructions requiring drivers
of Government vehicles to use these outlets when practicable.

As a result of our proposals, GSA urged that (1) agencies operating gasoline
pumps make their facilities available for the use of other agencies and for the
use of vehicles operated by agency contractors in connection with Government
contracts, (2) agencies not having such facilities make arrangements for their
employees and contractors to use Government outlets where operationally
or geographically practical, and (3) all agencies advise motor vehicle operators
of the location of facilities in the areas customarily traveled.

Utilization of motor vehicles in the Cape Kennedy Interagency Motor Pool,
B-159210. Nov. 30. 1966

Our review showed that the number of Government-owned and leased vehicles
on hand in the Cape Kennedy area at the time the motor pool was established
substantial(ljy exceeded the number needed because (1) the National Aero-
nautics and Space Administration (NASA) renewed certain long-term vehicle
lease contracts with a commercial leasing firm,although substantial economies
could have been achieved by obtaining transportation support from GSA, and
32) GSA, about 2 years before the expiration of the leases and without a proper

etermination as to whether the leases could be terminated without penalty to
the Government, established the motor pool at Cape Kennedy, Fla.,, and
purchased additional vehicles to provide transportation support. After the
pool was established, the number of vehicles assigned to NASA by the Caf)e
Kennedy Motor Pool continued to substantially exceed the number of vehicles
required to efficiently and economically satisfy automotive needs.

Before our review was completed, actions were taken by GSA and NASA to
reduce the number of unnecessary vehicles. Further, as a result of our recom-
mendation, GSA revised its nationwide rate structure for sedans and station
wagons rented from interagency motor pools by customer agencies. The new
rates are designed to discourage agencies from requesting cars on a full-time
basis when there will be only a low utilization of such cars.

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Selected aspects of scheduling for design, integration, and test of Nimbus spacecraft,
E-133394, Oct. 31,1966

We noted that, in the early stages of the Nimbus project, the Nimbus spacecraft
integration contractor was required by the Space Administration to work on
prototype spacecraft design and test planging when only tentative design
information was available about the spacecraft subsystems. The contractor
subsequently had to perform substantial reanalysis, redesign, and rework
relating to integration and spacecraft testing at an estimated cost of about $1.1
million. We expressed the belief that this situation occurred because the Space
Administration did not give timely recognition to the effects of expected delays
in delivery of subsystem hardware on the integration effort at the time these
delays became known. The magnitude of the expenditures made for reanalysis,
redesign, and rework indicated that substantial costs might have been avoided
by a more timely adjustment of the integration schedule.

The Space Administration did not agree with our finding regarding the need
for more timely adjustment of schedules under the circumstances that existed.
We noted, however, that the Space Administration had recentl?; issued a new
agencywide policy directive which provided that future research and develop-
ment projects similar to Nimbus would normally be conducted in four sequential
phases—Advanced Studies, Project Definition, Design, and Development/
Operation — with each phase agPecifically approved activity to be undertaken
only after review and analysis of the preceding effort by agency top manage-
ment. This policy directive would, if adequately implemented, improve the
management of research and development projects.

Potential savings available through use of civil service rather than contractor-fur-
nished employees for certain support services, B-133394, June 9, 1967

Our review of the relative costs of using civil service personnel or contractor-
furnished personnel to perform engineering and related technical support
services at NASA's Goddard and Marshall Space Flight Centers showed that
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estimated annual savings of as much as $5.3 million could be achieved with
respect to the contracts we reviewed if these services were to be performed by
civil service employees. It was our view that NASA's policies relating to the
use of such contracts had not been sufficiently clear as to the consideration
to be accorded to relative costs in determining whether contractor-furnished
or civil service personnel should be used and that there was a potential for
savings from greater consideration of such relative costs.

Because the action to fully correct the situation would require a significant change
in NASA's policy relating to the use of support service contracts, and because of
the potential effect that a significant change might have on its civil service
personnel requirements, we suggested that the Congress may wish to consider
the policy aspects of this matter in further detail with agency officials. We
suggested also that the Congress may wish to explore with NASA the impact
that cost considerations should have in determining whether to use contractor
or civil service personnel in those cases where either contractor or civil service
personnel could equally carry out the operation.

SMALL BUSINESS ADMINISTRATION

Selected aspects of the small business investment company program, B-149685,
Aug. 1, 1956
At the request of the chairman, Permanent Subcommittee on Investigations, Sen-
ate Committee on Government Operations, we reviewed selected aspects of
the small business investment company program. As a result of our review, we
proposed to SBA measures for improving the administration of the SBIC pro-
gram and for minimizing potential losses of Government funds, including (1)
the establishment of lending criteria for use by the SBIC industry, (2% the
development of a system for obtaining and effectively evaluating financial
data concerning SBICs, and (3) taking more timely and effective action to
assist SBICs in overcoming their financial difficulty.
Actions subsequently planned or taken by SEA were consistent with our
proposals.

TENNESSEE VALLEY AUTHORITY

Examination of financial statements for fiscal year 1966, B-114850, Feb. 28, 1967

The report includes our opinion that the financial statements present fairly the

financial position of the Tennessee Valley Authority at June 30, 1966, and the

results of its operations and the source and disposition of its funds for the year

then ended, in conformity with generally accepted accounting principles applied

onda blalsis consistent with that of the preceding year and with applicable
Federal laws.

VETERANS ADMINISTRATION

Savings available by canceling hazard insurance policies on properties acquired upon
default of housing loans, B—-118660, Aug. 9,1966

We expressed our belief that savings of about $1 12,000 could have been realized
in fiscal year 1965 at the six Veterans Administration regional offices visited
b% us, if (1) available refunds on unexpired insurance policies had been
obtained and (2) regulations had been revised to enable cancellation of hazard
insurance policies in certain States granting mortgagors redemption rights.
Accordingly, we recommended that the Administrator of Veterans Affairs
require mortg_asg(e holders to cancel prepaid hazard insurance policies upon
transfsrrlng nsk of loss to VA or the receivers and that the regulations be
revised.

The VA disagreed with our estimate of the amount of savings available and
stated that it had made a study at 16 regional offices and, on the basis of the
statistics gathered, was not satisfied that any loss of revenue had been shown.
The VA informed us, however, that it planned to make a more comprehensive
study at all applicable field stations and would reconsider its position at the
conclusion of the study and reevaluation of its current policy.

After our report was issued, VA completed its comprehensive study and con-
cluded that the comparatively small recoveries would not offset the additional
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administrative costs involved. However, after evaluating the VA study we
met with VA officials to point out various deficiencies in the study and t
reaffirrn our conclusions that the proposals in our report were sound and that
their adoption would result in significant savings.

Savings available bXsusin more economical fuels for heating at certain feld stations,
E-133044,Aug. 1986

We reported that, although the VA has been aware for many years of the
economies available from converting the boiler plants at certain of its field
stations to enable the plants to use more economical fuels, the procedures,
followed by the VA in selecting projects for annual funding had tended
to cause boiler plant conversions to be deferred. We expressed our belief that,.
nationwide, the savings available through conversion of boiler plants at VA.
field stations might be much greater than the $133,000 a year estimate
indicated by our review at four stations. The costs of converting the plants
would be recovered from savings in fuel and other operating costs.

We proposed that the VA identify those field stations where savings might be
available b}q converting the boiler plants to enable the use of more economical
fuels and that it establish procedures to provide that adequate consideration
be given to self-liquidating projects in selectin? improvement projects for
inclusion in its annual budget. We proposed further that self-liquidating
improvement projects be shown as a stﬁaarate category in the budget pres-
entation so that they could be evaluated by the Bureau of the Budget and
the Congressin light of their costs and benefits.

The VA informed us that our proposal to identify stations in the budget sub-
mission where savings would accrue through self-liquidating fuel conversion
projects would be adopted. The VA informed us further that full-scale fuel
operational studies would have to be made to determine the economic feasi-
bility of converting to a more economical fuel and that several such studies
were scheduled for later in the current fiscal year.

Examination of financial statements of Veterans Canteen Service for fiscal year 1966,
E-114818,Jan. 17, 1967

We expressed our opinion that the financial statements presented fairly the
financial position of the Veterans Canteen Service at June 30, 1966, and
the results of its operations and the sources and application of its funds for
the year then ended, in conformity with generally accepted accounting prin-
ciples applied on a basis consistent with that of the preceding year and with
applicable Federal laws.

Potential savings by revising procedures relating to the default of guaranteed housing
loans in the State of Illinois, B~118660, June 6, 1967

Our review indicated that court costs, legal fees, and property management
expenses incurred in connection with guaranteed loan defaults in Illinois could
be reduced by about $300,000 a year if the VA were to revise its procedures
whereby the VA would require holders of VA guaranteed loans in lllinois to
assign defaulted loans and related mortgages to VA immediately prior to ini-
tiating foreclosure suits.

The VA, in commenting on our findings and our proposals for corrective action,
stated that our proposals, if adopted, could result in additional costs to the
Government. After considering the agency comments, however, we were still
of the view that expenses could be significantly reduced if the VA were to
revise its procedures. The Department of Justice, in response to our request
for comments on our proposals, stated that it would endeavor to discharge its
responsibility for handling the resulting foreclosure litigation promptly and
effectively, as required by the new procedures if the VA were to adopt our
proposals.

Accordingly, in our report to the Congress we recommended that, in the State
of Illinois, the VA acquire defaulted guaranteed housing loans and related
mortgages immediately prior to initiating foreclosure suits and refer them to
the Department of Justice for foreclosure action in United States District
Courts and that Justice be requested to petition the courts to appoint VA as
the mortgagee-in-possession during the redemption period. We recommended
also that the VA consider the applicability of our proposals to loan guaranty
activities in other States.
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LEGISLATIVE BRANCH
ARCHITECT OF THE CAPITOL

Construction and related costs of the Rayburn House Office Building, B-145899,
Apr. 7, 1967

Our examination did not disclose any questionable aspects of the solicitation of
bids or the award o the contracts for the construction of the Rayburn House
Office Building. All construction, exclusive of contract changes, and sub-
stantially all procurement of furniture and furnishings were contracted by pub-
licly advertised competitive bidding and represented the bulk of the costs. The
significant findings ot our examination related to certain elements of contract
changes, architect-engineering fees, and conformance with plans and specifi-
cations. The Architect of the Capitol claimed justification for most of the ac-
tions to which our findings were directed, generally on the ground that these
actions were in line with special circumstances which obtain in a construction
project for the Congress—thqgse circumstances obtainin? in greater degree to
the’Rayburn Building—and wirth practices traditionally followed by the Archi-
tect’s office in similar type of projects.

GOVERNMENT PRINTING OFFICE

Examination of financial statements for fiscal year 1965, B-114829, Aug. 2, 1966
We expressed our opinion that the financial statements present fairly the financial
position of the Government Printing Office at June 30, 1965, and the results
of its operations and the sources and application of its funds for the year then
ended, in conformity with principles and standards of accounting prescribed
for executive agencies by the Comptroller General of the United States, applied

on a basis consistent with that of the preceding year.

On a number of occasions starting in 1954, we have urged the Public Printer to
establish an adequate internal audit program. During our 1965 audit we were
informed that the establishment of an internal audit program was being de-
ferred, pending a proposed relocation of the GPO. We expressed our belief
that internal auditing was a type of management improvement that need not be
delayed until new facilities are obtained. We have since been informed that the
GPO has established an internal audit program.

We also expressed ourc(#)inion that the legal authority for the practice of granting
compensatory time off in lieu of overtime compensation to GPO employees was
not clear and that the Public Printer should initiate action with a view to ob-
taining specific Iegislative authority for the practice. Since our audit was com-

leted, we have been informed that the Public Printer has drafted specific
egislative authority regarding the practice.

DEPARTMENT OF DEFENSE

SUPPLY MANAGEMENT, REQUIREMENTS DETERMINATIONS

Potential savings through improvement in the management of materials handling
equipment and commercial-design trucks, Marine Corps, Department of the Navy,
B—1£K324, Sept. 19, 1966

We found that, on the basis of prescribed criteria for retention of such equip-
ment, each of three Marine Corps installations we reviewed had excess quanti-
ties on hand. The excess equipment represented a value of about $1.6 million.
Assumin% our findings to be representative, the total excess equipment of this
type in the Marine Corps could be as much as $5 million.

We expressed the belief that there was adequate policy guidance for the proper
assignment and use of the equipment but that this area of responsibility was
not given the attention it warranted. Management officials at both the installa-
tion and headquarters levels either failed to evaluate properly the need for
the equipment on hand or failed to act when the rates of utilization, shown

in periodic management reports on the equipment, did not justify retention
of the quantities on hand.
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The Navy concurred, with certain reservations, in our findings and advised us
that the Marine Corps instructions that existed at the time of our review had
been revised.

Management control of Nike-Hercules missile launching and handling rails, Depart-
ment of the Army, E-156760, Oct. 31, 1966

The Army Missile Command was planning to procure 149 rails, at a cost of
about $1.3 million, which were in excess of requirements. At our suggestion,
the requirements were reevaluated and the procurement plans were canceled.

The situation we found was caused by an inadequate record-keeping system
which failed to account for substantial quantities of stock and did not provide
sufficient data on which to base reguirement computations. Subsequent to the
period of our review, the Army developed a central control of assets and
requirements for major items of equipment and certain significant spare parts.
The improvements that result from this program will depend to a great extent
on the performance of the individuals responsible for establishing and review-
ing requirements and authorizations.

Procurement of detachable helicopter ground handling wheel assemblies, Depart-
ment of the Army, B-159271, Oct. 31, 1966

We found that, as of November 1964, the Army had procured more ground
handling wheel assemblies than were needed to support its planned inventory
of UH-1 helicopters. This occurred because using units were not required
to report on those major items of equipment furnished them which were not
being used because they were unnecessary, oversophisticated, or in quantities
greater than needed.

As a result of our review, action was taken to establish more realistic require-
ments for these assemblies. Procurement orders for 117 assemblies ($43,700
were canceled and the possible future procurement of an additional 4,80
assemblies ($2.1 million) was averted. We were also advised that the Army
had revised its criteria which should preclude further overstatements of needs.

Management of hi-valu aeronautical farts by Pacific Air Forces bases, Department
of the Air Force, B-160581, Mar. 28, 1967

We found at five Pacific Air Forces bases that about $16 million worth of the
stock on hand was excess to needs and that about $19.9 million worth of
unneeded stock was on order from depots in the United States. Much of the
unneeded material had been shipped to the bases by air at a time when there
was a critical shortage of such transportation to handle high-priority cargo.

This occurred because base supply personnel (1) circumvented established con-
trols for precluding ordering of unneeded stock, (2) did not follow prescribed
procedures for periodic review of outstanding orders, (3) did not identify
interchangeable stock, and (4) did not review the need for special stock levels.

As a result of our review, action was taken to cancel about $8 million of out-
standing orders and to redistribute about $5 million of the unneeded stock
on hand. Also, in accordance with our recommendation that increased surveil-
lance over base activities be exercised by Headquarters, Pacific Air Forces, a
new supply improvement program was initiated for the purpose of ensuring
that supply problems were brought to the attention of appropriate level of
command and that reviews were made of major areas of supply operations.

Management of aircraft repair parts reserved for maintenance activities at depots
in the continental United States, Department of the Army, B-157373, Apr. 25, 1967
In our review of supply management at four aircraft maintenance activities
of the Army, we found substantial stocks of repair parts in excess of require-
ments. On the basis of the Army’s criteria for establishing stock levels, we
estimated that about 50 percent ($1.5 million) of the repair parts inventories
at the four locations was in excess of the prescribed stock levels. We identified
procurements totaling about $447,000 which could have been avoided or
deferred if the excess stocks had been released to meet requirements at other
locations.
Officialsof the aircraft maintenance activities did not appear to be familiar with
the Army regulations governing computation of stock levels and shortages of
personnel precluded performing the prescribed periodic recomputations and
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reviews of the stock levels. The Army agreed with our findings and with our
proposals for strengthening supgl_y management of aircraft repair parts and
advised us of action taken to establish necessarylocal controls.

SUPPLY MANAGEMENT, MANAGEMENT OF EXCESS STOCKS

Utilization and disposition of excess beds and related bedding, Department of
Defense, E-159148, Aug. 9, 1966

In October 1962, the Army made certain changes in its mobilization plans. Re-
computations of supply r%?uirements showed that a significant quantity of
beds was excess to needs of the Army. In March 1963 the Defense General
Supply Center (DGSC), inventory manager of the beds, proposed to the
Defense Supply Agency (DSA) that the Army beds, which were of a different
type from those used by the Navy and the Air Force, be issued to the other
services as substitutes for the beds they preferred. The DSA endorsed the pro-
posal in principle but instructed the DGSC that this not be done without the
prior concurrence of the requisitioning services.

The requisitioning services refused to accept the Army beds as substitutes and in
May 1963, the DGSC took action to dispose of about 521,000 beds.

Following our inquiriesinto this matter, 271,000 of the excessbeds were withdrawn
from disposal and were subsequently requisitioned by the military services. The
remainder 5250,000 beds) had already been disposed of. Withdrawal of the
271,000 beds from disposal resulted in savings of about $10.6 million. In our
opinion, additional savings of about $9.4 million could have been realized had
the 250,000 beds which had been disposed of been used to fill requirements of
the Navy and the Air Force. We concluded that the DSA, in its desire to
maintain good relationships with the military services, had not adequately
evaluated the reasons of the Navy and the Air Force for refusal to accept the
Army beds as substitutes.

We proposed, and the Department of Defense concurred, that refusals by the
military services to accept substitute items of a non-military type be supported
by written justification in instances where significant savings can be realized
and that, in such instances, the Defense Supply Agency document the basis
for its decisions bo acquiesce to the refusals.

Availability of selected stocks of the United States Army in Europe for requirements
of other commands, Department of the Army, B-160632, Apr. 10, 196

Because of weaknesses in the reporting procedures and practices, excess stocks in
Europe were not being redistributed to other areas where urgently needed. We
found about $3.2 million worth of excess combat vehicle repair parts and elec-
tronic components on hand that were needed in the United States and in the
Pacific area. After we called the attention of management officials to this mat-
ter, about $2.1 million worth of the items were redistributed and about $1.1
million worth were scheduled for redistribution.

In reporting our findings to the Army, we made certain proposals to improve the
reporting of excess stocks to United States inventory control points. The Army
concurred in our findings and proposals but did not concur that certain _ex-
cesses, referred to as “permissive overstockage,” should be reported. (Per-
missive overstockage is that portion of stock which exceedsoperating and reserve
requirements but may nonetheless be retained for contingencies.) We recom-
mended that permissive overstockage be reported also.

SUPPLY MANAGEMENT, MAINTENANCE AND MODIFICATION OF EQUIPMENT

Management of selected time compliance technical orders requiring modifications
toggggines for F-100 aircraft, Department of the Air Force, E--158959, Aug. 22,
1

We found that two technical orders covering major modifications of the 557
engine were not performed on a timely basis. One of the orders covered replace-
ment of support weldments; the other covered replacement of fuel manifolds.
Faulty weldments and manifolds had been found to be the causes of several
aircraft crashes.

The Air Force had established special pro{ects in May 1961 and November 1962
to implement the two technical orders. We found that as late as February 1965
the replacements had not yet been made on a significant number of the engines.
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However by June 1966 the replacement work had been virtually completed.
During the period of delay, one aircraft crashed because of the defective weld-
ments~ (March 1964) and another crashed because of the defective fuel
manifolds (September 1963).

In our report we pointed out the need for (1) greater accuracy in the reports and
records relating to technical order actions, (2) clarification of the lines of
authority and responsibility for implementation of technical orders, (3) better
coordination between logistics and maintenance activities, and (4) improve-
ment in accountability for modification kits and control over modification sched-
uling. Inresponse to our report, the Alr Force advised us of specific corrective
measures taken in these areas.

Maintenance of combat vehicles, Department of the Army, B—-159407, Sept. 19, 1966

We found that Army determinations to rebuild tanks of the M48 series were based
on visual inspections —generally without even starting the engines —rather than
on tests of the various components. As a consequence, virtua Ily all major com-
ponents were completely dismantled, repaired, and reassembled.

We pointed out that substantial savings could be achieved if the tanks were tested
with available diagnostic equipment and other techniques to determine what
work was actually necessary. We estimated that the cost of unnecessary work
performed averaged more than $1700 per vehicle.

The Army stated that it had revised its applicable technical bulletin to provide,
among other things, that test equipment will be used to determine assembly
and sub-assembly reliability, quality, and performance.

Readiness of Hawk missile systems in the 32d Artillery Brigade of the Seventh
United States Army in Germany, B-160154, Apr. 5, 1967

This report contains information affecting the national defense of the United
States and has been classified “Secret.”

Need for improvements in supgly and maintenance support for F-4 aircraft,
Department of the Navy, B-152600, June 5, 1967

On the basis of an earlier review, we estimated that the Navy could have main-
tained the equivalent of 23 additional ¥—4 aircraft in serviceable condition in
fiscal year if certain improvements had been made in the supply and
maintenance support of the aircraft. We so advised the Navy. We found in a
follow-up review that, although the F4 aircraft availability had increased,
many of the earlier problems continued to exist. .

The principal problems involved (1) delays in purchase of needed repair parts, in
distribution of repair parts to locations where needed, and in repair of unserv-
iceable aircraft components, and (2) loss of control over the inventory of cer-
tain repair parts.

In response to our findings and proposals for corrective measures, the Navy
advised us that various command structures had been reorganized to aid in the
improvement of the aircraft support system and that several programs had
been initiated to improve aircraft logisticssupport.

SUPPLY MANAGEMENT, GENERAL

Need €or interservice action when management policies 2nd practices differ for
similar supply items, Department of Defense, B~146778, Aug. 18, 1966

We found that there is a need for closer coordination among the services in the
exchange and use of information on management problems relating to identical
or similar items of equipment.

The Navy and the Air Force each use rocket catapults (for aircraft ejection seats)
which are functionally the same and are similar in size and construction. These
catapults have a limited service life because of the deterioration of certain of
their components. The Air Force followed the practice of restoring its over-age
catapults to serviceable condition by replacing the deteriorated components.
The Navy produced new catapults to replace those that became over-age.

Adoption by the Navy of the Air Force practice could have resulted in cost sav-
ing! of between $218,000 and $719, in the 3-year period covered by our
review.

We recommended that a program be established in the Department of Defense
that will ensure the exchange and use of information among the individual
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military services concerning tl 1ager at 2 policis 1 [z
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cost.
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we did ot d that course of action. ‘e did point cut, >
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of automatic data processing equipment is to be realized.
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PROCUREMENT, NEGOTIATION OF CONTRACT PRICES

Procurement of thrust vector control nozzles for the Minuteman missile program,
Department of the Air Force, B—146876, Sept. 30, 1966

In our review of selected components procured for the MINUTEMAN missile
program, we found that, in establishing a firm price for thrust vector control
nozzles purchased by a prime contractor from a subcontractor, the subcon-
tractor (1) had not advised the contractor that it had placed orders for certain
components at lower prices, and (2) had used direct labor cost data which,
in our opinion, were unrealistic. As a result, the cost estimates on which the
subcontract price was established were overstated by about $593,000 for the
purchased components and by an indeterminable amount for direct labor.

Following a meeting of representatives of the Air Force, prime contractor, and
subcontractor, an agreement was reached to reduce the prime contract by
$266,375 in final settlement of the overstated price.

Need for improving administration of the cost or pricing data requirements of
Public Law 87-653 in the award of prime contracts and subcontracts, Department
of Defense, B-39995, Jan. 16, 1967

We found significant instances of need for improvin% administration of the cost or
pricing data requirements of Public Law 87-653 (“Truth in Negotiations”
Act).

We m.'zlde certain proposals to the Department of Defense designed (1) to im-
prove identification of the cost or pricing data submitted and certified by
contractors, (2) to ensure that contractors are requiring subcontractors to sub-
mit and certify cost and pricing data, and (3) to provide documentation of the
circumstances leading to, and the basis for, any determinations by contracting
officers or contractors that cost or pricingdata are not required.

A special group was appointed, under the guidance of the Office of the Deputy
Assistant Secretary of Defense (Procurement) to study our proposals. As a
result of the study, the Department of Defense prepared, and submitted to us
for review and comment, drafts of certain revisions of the Armed Services Pro-
curement Regulation. As of June 30, 1967, we were working closely with the
Armed Services Procurement Regulation Committee in reducing these pro-
posed revisions to final form.

Need for compliance with the ““Truth in Negotiations” Act of 1962 in award of
construction contracts, Department of Defense, B-39995, June 19, 1967

We found generally that, in the negotiation of prices of construction contracts
and contract modifications by the construction agencies of the Department of
Defense, (1) sufficient cost or pricing data su gorting the contractors’ price
proposals were not obtained as required by law, F ) cost analyses of contractors’
price proposals to determine that the prices were fair and reasonable were not
made as required by the Armed Services Procurement Regulation, and (3)
related prescribed procedures for utilizing advisory audits were not followed.

A primary reason for the construction agencies’ not complying with these require-
ments of law and regulation appeared to be their belief that the requirements
were not applicable to construction contracts since contractors’ price proposals
were being evaluated on the basis of comparisons with the agencies’ own cost
estimates. Primary reliance was placed on such comparisons as a means of
evaluating the reasonableness of prices.

We proposed to the Secretary of Defense that he emphasize to the construction
a?encies the need for improvement in their compliance with the requirements
of the law in the negotiation of construction contracts and contract modifica-
tions. The Department of Defense agreed.

Survey of reviews by the Defense Contract Audit Agency of contractors’ price pro-
%)%%Is subject to Public Law 87-653, Department of Defense, B-39995, Feb. 15,

We made a survey of the Defense Contract Audit Agency’s reviews of contract
pricing proposals negotiated without the safeguards of competition. These re-
views, which are made Igrior to negotiation with the Contractor, constitute a
substantial portion of the Agency’s workload and are accorded the highest
priority. Our surve?/ included work at Agency audit sites at 20 plants of private
gompanies generally among the top 100 Defense contractors in the United

tates.
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The Agency was making significant progress. However, we found need for

certain improvements. In our report we pointed out that (1) the estimating
methods and procedures of contractors should be improved and incorporated
into formal systems, (2) the Agency’s scope of review should be broadened
(significant cost estimates in price proposals had not been reviewed by Agency
auditors in some instances), (3) procedures should be provided for feedback
from procurement officials to the Agency on the usefulness and effectiveness of
the audit reports submitted to them by the Agency and (4) certain access-to-
records problems, encountered by Agency auditors in review of contractors’
records, should be resolved.

The Department of Defense has advised us of actions taken, and other actions

underway, to e’ffectimprovements in the areas we cited.

Procurement of critically needed missile fuel under adverse conditions from a sole-
source supplier, Department of the Air Force, B-157445, Apr. 24, 1967

We questioned certain aspects of two contracts awarded to a sole-source supplier

of anhydrous hydrazine—a missile propellant fuel. The sole supﬁ)lier was
selected, on the basis of its previous experience and greater likelihood of
meeting delivery schedules, for negotiation and award of a facility construc-
tion contract and a fuel production contract. The construction contract (cost-
reimbursable type in the amount of $15.6 million) became effective June 30,
1960. The production contract (fixed-price in the amount of $28.1 million)
became effective December 30,1960.

The constructed plant is on Government land completely surrounded by the

contractor’s property. The Government has certain easement rights for access
roads, utilities, and disposal facilities. Although the location resulted in econ-
omies in initial construction costs, it also strengthened the contractor’s posi-
tion as the sole-source supplier. Moreover, should the Government decide to
sell the plant none of the easement rights, except that covering the access
road to a public highway, could be conveyed to the new owner. In the nego-
tiation of the construction contract, the contractor requested a fee of $720,000
for the production process “‘know-how’ which it. in effect, was giving to the
Air Force in constructing the plant. The Air Force did not allow this fee
under the construction contract but did include it in the price of the produc-
tion contract.

Because of uncertainties in estimating costs of producing in the new plant, the

Air Force sought to negotiate either a cost-type or a fixed-price production
contract with some form of price redetermination. The contractor rejected
the former and stated that it would accept the latter only under certain condi-
tions. The principal condition was an explicit provision for a 20-percent profit
on selling price. The Air Force would not accept this condition and a firm
ked-price contract was negotiated. In our opinion there was no sound basis
at the time for establishing a fixed price. In the performance of the contract
the contractor realized a profit of $9.2 million or an equivalent of 49 percent
on the total costs incurred of $19 million. The contractor realized an addi-
tional profit of $1.8 million on the raw materials supplied by its own chemical
plant.

PROCUREMENT, ADMINISTRATION OF CONTRACT TERMS AND COXNDITIONS

Charges to defense contracts for use of compang operated and chartered aircraft,
Department of Defense, B—-146948, Aug. 9, 1966

Our review of nine defense contractors who used company-operated and chartered

aircraft extensively indicated that the additional cost, as compared with com-
mercial air transportation, in most cases outweighed the benefits. The military
departments, primarily concerned, agreed and made certain disallowances in
negotiating overhead costs.

Also, the Armed Services Procurement Regulation Committee undertook revi-
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sion of the Regulation (ASPR 15-205.46, Travel Costs) to limit allowability
of costs incurred for travel by aircraft owned, leased or chartered by con-
tractors. On December 1, 1966, the Regulation was revised to provide that
such costs are allowable, if reasonable, to the extent the contractor can demon-
strate that use of aircraft owned, leased, or chartered by the contractor is
necessary for the conduct of his business and that the increase in cost, if any,
in comparison with alternative means of transportation is commensurate with
the advantage gained.
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Long-term leasing of buildings and land by Government contractors, Department of
Defense, B~156818, Sept. 2, 1966

We found that a contractor had leased property for a 25-year period at a total
rental of $46 million. The cost of the property was only $27 million. f the
ﬁroperty continues to be used almost exclusively for Government work (as it

as been used in the past), the Government will ultimately pay, through
reimbursements of rent, about $19 million more than the cost of the property.

Such a leasing arrangement is advantageous to the contractor. The contractor
avoids interest expense, not reimbursable under Government contracts, which
otherwise would be incurred to finance ownership of the property. The con-
tractor benefits also from the fact that the higher leasing costs are included
in the cost base in establishing fees or profits on Government contracts.

The Department of Defense stated that (1) the Armed Services Procurement
Regulation Committee would review the rental cost principle and (2) a profit
review study was underway to develop guidelines for establishing fees and
%%fitsof contractors. The review and study had not been completed at June 30,

Price increases under shipbuilding contracts, Department of the Navy, 33—159206,
Dec. 5, 1966

The Navy reimbursed prime shipbuilding contractors for price adjustments paid
to their supplier of certain equipment on the basis of increases in catalog prices
of the supplier. (The catalog prices were increased within 3 months after
award of the related subcontractsand increased the subcontract prices by about
$1.7 million.)

The record showed that for certain of the items, designated as the nearest com-
mercial equivalent on which to base price adjustments, there had been no
commercial sales of the commercial equivalent. For the remaining items, the
increases were not proportionate to the increases in the catalog prices. Prior
to the reimbursement by the Navy, the resident auditor requested the supplier
to furnish pertinent data, but the supplier did not furnish the data.

The prime contractors and the supplier took the position that the adjustments
were in accord with the contract terms. (The Armed Services Procurement
Regulation (ASPR) in effect at that time did not specifically require that it be
established that catalog prices were bona fide commercial prices.) However,
we were advised by the Navy that certain of the items suggested a possible
breach of contract and that these items would be investigated. The Navy was
continuing its investigation at June 30,1967.

These transactions took place;)rior to enactment of the “Truth in Negotiations”
Act of 1962 (Public Law 87-653). The ASPR has since been revised, pursuant
to Public Law 87-653, to clearly define “catalog” items.

Costs of bidding and related technical efforts charged to Government contracts,
Department of Defense and National Aeronautics and Space Administration,
B-133386, March 17, 1967

Many contractors are engaged simultaneously in the preparation of bids and
proposals and in the conduct of independent research and development. Limi-
tations on the costs of independent research and development chargeable to
Government contracts are generally governed by advance agreements with the
contractors. Advance agreements generally are not made, however, to limit bid
and proposal costs chargeable to the Government,

Inasmuch as both of the functions require similar technical effort, it is difficult
to distinguish between those costs which pertain to independent research and
development and are subject to limitation and those costs which pertain to
preparation of bids and proposals and are not subject to limitation. Although
the Armed Services Procurement Regulation (ASPR) provides a basis for
limiting charges to contracts for bidding costs and related technical costs in-
curred by contractors, its provisions are not sufficiently clear and are variously
interpreted.

We found that about half of the $3.8million of bidding and related costs claimed
by a contractor in one year were not, in our opinion, clearly necessary to support
the contractor’s bids and proposals. The items in question included costs In-
curred (1) after the Government indicated it was not interested in a proposal,
(2) before the Government had requested a proposal, (3) after a bid or pro-
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posal had been submitted, and (4) to develop capability for response to future
requests for proposals.

The problem is under study by the Department of Defense. We proposed, but the
Department of Defense and the National Aeronautics and Space Administra-
tion did not consider our proposal feasible, that interim guidelines be issued
with respect to allowability of bid and proposal costs. The Department of De-
fense study of the problem was continuing at June 30, 1967.

PROCUREMENT, GENERAL

Policy of leasing motor vehicles for use by Government contractors, Department of
Defense, B-146876, Sept. 20, 1966

Various contractors performing work at Vandenberg Air Force Base had been
arranging for their own intrabase transportation. In August 1962, the Air
Force began the practice of leasing vehicles and furnishing them for use of
the contractors. We estimated that had the vehicles been purchased rather
than leased, by the Government, savings of about $800,000 could have been
realized over a 3-year period.

The Department of Defense had been under the impression that the United
States Code (5 U.S.C. 78) precluded it from purchase of vehicles other than
those specifically authorized- in annual appropriation acts. We expressed the
opinion that the restrictions of 5 U.S.C. 78 pertained only to vehicles to be
purchased for use by Government agencies and departments and did not apply
to the purchase of vehicles for use of contractors in performing work for the
Government.

The Department of Defense accepted our interpretation of the statute and issued
a memorandum to this effect to the military departments requesting them to
conform their regulations with the revised policy.

Procurement of printing of technical manuals from equipment manufacturers,
Department of Defense, A-90545, Nov. 28, 1966

This review was conducted in cooperation with the Joint Committee on Printing,
Congress of the United States, as a part of its study of the overall Federal
Printing Program.

We found that the cost to the Government for printing technical manuals fur-
nished by selected contractors amounted to about $2.2 million in fiscal year
1964. On the basis of price estimates obtained from the Government Printing
Office (GPO), we estimated that about $770,000 of the $2.2 million (35 per-
cent) could have been saved if the printing had been procured from commercial
sourcesunder contracts awarded by GPO. We estimated that the total expendi-
tures for such printing during fiscal year 1964 was between $25 million and $30
million and that about $8 million of the expenditures could have been saved.

The Department of Defense concurred with our recommendation that, to the
extent consistent with cost economy and operational effectiveness, printing of
technical manuals be procured through the Government Printing Office.

Savings available by purchasing rather than leasing commercial two-way radio
equipment, Department of Defense, B-160410, Jan. 10, 1967

As of June 30, 1965, the military services were leasing commercial two-wa
radio equipment from three manufacturers at an annual cost of about $9.
million. 1t is generally accepted that the useful life of such equipment is 5 to 7
years and that technological obsolescence is not a serious factor. We estimated
that the Department of Defense could save about $12 million over the 5-year
minimum useful life of the equipment if it were purchased rather than leased.

The Armed Services Procurement Regulation (ASPR) provides that the decision
to lease or purchase be made on a case-by-case basis. However, this provision
has not been uniformly applied. Although all of the military services use the
same type of equipment and acquire it from the same manufacturers, the Air
Force leases its equipment almost exclusively while the Army and the Navy
purchase the greater part of their equipment.

We proposed, and the Department of Defense agreed, (1) that the military serv-
ices be required to justify their decisionsto lease or purchase on the basis of the
criteria provided in the ASPR, (2) that, since two-way radio equipment is
common to all services, a single procurement office be designated to consolidate
requirements, and (3) that, when funds are not available to purchase ali of the
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equipment needed to fill requirements, the equipment be purchased on an
incremental basis.

Procurement of foreign produced aircraft ejection-seat system, Department of
Defense, E-146778, Jan. 18, 1967

We estimated that-about $4.4 million could have been saved in procurement,
maintenance, and supply support costs, for fiscal years 1964 through 19609,
had a domestic rather than a foreign ejection-seat system been selected for
installation in F-4C type of aircraft. Selection of a domestic_system would
have been advantageous also from the standpoint of (1) previding a domestic
source of supply in the event of a national emergency, (2) facilitating negoti-
ation and administration of contracts as compared with dealing with a foreign
producer, and (53) contributing to the national economy through additional
tax revenues and employment o labor.

The Deé)artment of Defense did not agree that selection of the domestic system
would have resulted in savings or that the domestic system possessed safety
features equal to those of the foreign system. We considered these comments
in the light of the information of record and concluded that the circumstances
surrounding the continued procurement of the foreign system would be of
interest to the Congress.

Potential savings in theOProcurement of spare aircraft parts for outfitting aircraft
carriers, Department of the Navy, B-133118, Feb. 23, 1967

The stated ‘policyof the Department of Defense is to purchase parts com?]etitively
or directly from parts manufacturers whenever feasible. We found, however,
that spare parts for the initial support of certain aircraft weapon systems were
being purchased by the Navy from the airframe manufacturer although most
of the ﬁarts were manufactured by other sources and could have been obtained
from them at lower prices. We estimated that, had the parts been purchased
from other sources, about $2.3 million could have been saved on the RA-5C
and A]:—GA aircraft and about $1.5 million still could be saved on the A-7A
aircraft.

We were informed that sufficienttime was not available to permit purchase from
the other sources. However, we believed that the problem could be overcome
by adequate planning and made certain proposals, with which the Navy
agreed, to improve planning.

TRANSPORTATION

Charges for the diversion of overseas household goods shipments at points in the
continental United States, Department of Defense, B-159390, Aug. 30, 1966

In many cases, and for various reasons, the ultimate destination of household
goods shipped from overseas to the United States is not known to overseas
transportation officers at the time of shipment. In such cases the shipments
are consigned to transportation officers at those United States ports considered
to be nearest to the most likely destination. When the ultimate destinations
become known the port transportation officers may either (1) notify the
household goods forwarders to change the destinations designated in the bill
of lading or (22 terminate the shipments and issue new bills of lading covering
transportation from the ports to the ultimate destinations. A similar situation
arr]i_ses whenever it becomes necessary to change destinations after the time of
shipment.

We found that diversion of shipments by the household goods forwarders was
more costly than would have been the case had the transportation officers
selected alternative methods of transportation and issued new bills of lading.
When we brought this matter to the attention of the Department of Defense,
it obtained from the forwarders a reduction in diversion rates and discontinued
the use of forwarders’ services entirely on certain t?/pes of shipments. We
pointed out that the reduced diversion rates were still higher than the costs
which the forwarders could reasonably be expected to incur for the shipments
and sté(f;gested that attempts be made to obtain further reductions. The Depart-
ment of Defense agreed.

The corrective actions taken and planned should result in significant savings on
future shipments of household goods diverted from destination points desig-
nated in the shipping documents to new destinations in the United States.
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We estimated that, had the corrective actions been in effect during the 21.
month period ended in December 1964, the Department of Defense could have
saved over $1 million,

Potential savings through improved utilization of space available on administrative
military aircraft, Department of the Air Force, B-159187, Sept. 7, 1966

We found that substantial savings in air travel costs could be realized through
more stringent control of travel authorizations so as to make maximum use of
available space in military aircraft maintained for mission-support service at
Air Force installations.

The Air Force agreed and issued a letter to its major commands outlining the
policies to be observed in use of space available as a by-product of operation
of such aircraft.

Potential savings obtainable through increased use of the Government’s interagency
motor pool system, Department of Defense, B-158712, Mar. 8, 1967
Although the stated policy of the Department of Defense is that, in lieu of renting
vehicles from commercial firms, vehicles from the interagency motor pool
system, managed by the General Services Administration (GSA), be used
to the extent feasible, the military departments have not specifically required
their personnel to follow the policy. We found at six military installations in
the Washington, D.C. area that personnel who needed vehicles in connection
with temporary duty assignments generally rented them from commercia]
firms. We estimated that savings of 10to 50 percent could be realized through
use of vehicles from the motor pool.
The Department of Defense and the GSA agreed to coordinate their effortstoward
greater use of motor pool vehicles in lieu of rented vehicles.

Potential savings on volume movements of household goods from overseas points
to the continental United States, Department of Defense, B-159390, Mar. 28,1967
We believe that significant savings can be realized by the Department of Defense
on future volume movements of household goods of military personnel in
connection with transfers of military units from one base to another. Our
study of three such movements from bases overseas to bases in the United
States showed that about $255,000 could have been saved had the cost
information, used as a basis for selection of the method of movement, been

more accurate.

Generally, two methods are available to the Government for movement of house-
hold goods. Under one method, a bill of lading is issued to a household goods
forwarder who arranges for all services needed to move the goods from
owners’ residences at points of origin to their residences at points of destina-
tion. Under the other method, the Government makes direct arrangements
for each of the needed services from points of origin to points of destination.

Transportation officersat points of origin are required to compare the estimated
costs and to select the more economical alternative. We found that the cost
estimates used in this procedure were not accurate. Generally, the costs
estimated to be incurred under the second method (direct arrangements for
services by the Government) were overstated and thus favored the selection
of the first method (arrangements for services by household goods forwarders%.

I'n response to our findings and suggestions for corrective measures, the Depar
ment of Defense outlined to us certain actions which appeared to us to be
responsive to our suggestions.

Air transportation provided dependent children of Department of Defense personnel
between the continental United States and overseas areas, Department of Defense,
B-133371, Apr. 21, 1967

Commercial air carriers furnish to the Department of Defense passenger service
between the continental United States and overseasareas on regularly scheduled
commercial flights at reduced fares published in special military passenger-
fare tariffs. We found that regular commercial fares for children were less
costly, in some instances, than the fares published in the military tariffs. In a
selective review of overseas travel in the 19-month period ended September
30,1965 ,we found that about $290,000 could have been saved had the Depart-
ment of Defense availed itself of the less costly commercial fares.

The savings were not realized because of the lack of clear guidance to transporta-
tion officers for selection of the lowest cost transportation. Differing free-
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baggage allowances under the military and commercial tariffs also contributed
to the difficulty in the selection.

In response to our findings and proposals for corrective action, the Department
of Defense negotiated amendments to the tariffs to simplify and reduce the
charges. The Department also agreed to revise its regulations and to improve
administrative procedures.

Charges for accessorial services on overseas household goods shipments, Department
of Defense, B-159390, June 19, 1967

Information developed in our review of selected shipments of household goods
of military personnel indicated that savings could be realized through im-
proved controls over the payment of accessorial charges on such shipments.
(Charges of household goods forwarders include, in addition to charges for
basic transportation services, additional or “accessorial” charges for incidental
services such as storage in transit and preparation of certain types of household
appliances for movement.)

We estimated that the Department of Defense could have saved about $165,000
in charges on overseas shipments paid to household goods forwarders in the
12-month period ended February 28, 1965, had adequate controls been estab-
lished to preciude payment for accessorial services that were either not author-
ized or were not performed.

In bringing these findings to the attention of the Department of Defense, we
proposed certain measures for improving controls over charges for such
services. The Department of Defense generally concurred and outlined to
us actions that would be taken to implement our proposals.

MILITARY PAY AND ALLOWANCES

Potential savings through improved controls over per diem payments to military
personnel, Department of the Alr Force, B-125037, Aug. 9, 1966

Per diem payments to Air Force military personnel, deployed on an overseas
airlift support mission in a noncombat zone, exceeded their estimated lodging
and subsistence costs by about 200 percent.

The Department of Defense agreed that payments should be made only as justi-
fied and stated that action had been taken by each of the military departments
to improve administrative controls over per diem entitlements.

Reporting of taxable income and tax withholdings of military personnel, Department
of the Army, B-125036, Aug. 10, 1966

We reviewed a representative sample of the reports of taxable income and tax
withholdings of military personnel filed by the Army for the calendar year
1963. On the basis of our examination, we estimated that the reports prepared
by the Army for calendar year 1963 contained overstatements and under-
statements of about $16 million in the amounts of taxable income reported and
ab_Orl].Iﬁ i$§3 million in the amounts of income taxes reported as having been
withheld.

The Army concurred in general in our findings and proposals for corrective
action and cited specific efforts on its part to carry out our proposals and
to improve the reporting of tax information in future years. The Army stated
its intention (1) to require a 100 percent examination and verification of tax
records in lieu of the existing sampling technique and (2) to incorporate the
preparation of Forms W=2 into the Centralized Automated Military Pay Sys-
tem which the Army expected to place into operation during 1968.

Certain active duty retirement benefits for Army and Air Force Reserve officers,
Department of Defense, B-146551, Aug. 10, 1966

We reviewed the circumstances under which retired Reserve officers of the Army
and the Air Force were receiving active duty retirement pay based on a grade
higher than the highest grade attained on active duty. This benefit was not
available to Reserve officers of the Navy and the Marine Corps or to Regular
officersof any of the four military services.

The situation developed as a result of the Ian'guage of the Army and Air Force
Vitalization and Retirement Equalization Act of 1948 (62 Stat. 1081) and
the policy of the Army and the Air Force which permitted many Reserve
officers on active duty to be promoted to a permanent Reserve grade higher
than the temporary grade held by them on active duty.
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The act does not specifically require active duty service in the retired grade,
whereas the legislative history, although inconclusive, indicates that the Con-
gress expected Army and AIr Force Reserve officers to have served satisfac-
torily in the grade on which active duty retired pay is to be based.

The significance of this matter is demonstrated by the Reserve officers who retired
from active duty in fiscal years 1964 and 1965 in a grade higher than that in
which they served. These officers will receive, over the years remaining in their
life expectancy, about $100 million more than they would have received if
retirement had been based on their highest active duty grade.

The Department of Defense agreed that the retirement grade and pay under
active duty retirement laws should be directly linked with active duty service
and stated that a provision to bring this about had been included in a legis-
lation proposal submitted to the Congress. The Congress had not taken action
on the proposal at June 30,1967.

SUPPORT SERVICES

Potential savings through greater use of available Government gasoline outlets,
Department of Defense, E-159072, July 15, 1966

The military departments spend about $5 million annually for credit-card pur-
chases of gasoline from commercial service stations. The cost of this gasoline
is from 10to 16 cents a gallon more than the cost of gasoline obtainable from
Government outlets. Although we are not able to arrive at a firm estimate of
the potential savings through greater use of available Government outlets, we
believed the potential savingsto be substantial.

The Department of Defense expressed general agreement with our findings and
our proposals for maximum feasible use of Government gasoline outlets in lieu
of credit-card purchases.

Methods used to provide telephone service to military family housing occupants,
Department of Defense, B-158469, Jan. 23, 1967

Congressional policy, as expressed in the United States Code (10 U.S.C. 2481)
does not permit the military departments to sell certain utility services if the
needed services are available from other local sources. We found, however, that
the military dePartments sold telephone service to a substantial number of
occupants of military family housing although commercial service was available.
The Department of Defense agreed with our findings and stated that Government-
operated telephone service would be sold only where commercial service was
unavailable and when it was determined to be In the interest of national defense

or the public interest.

INTERNATIONAL ACTIVITIES
AGENCY FOR INTERNATIONAL DEVELOPMENT

Survey of internal audits and inspections relating to United States activities in
Vietnam, B-159451, July 18, 1566

Qur work was undertaken in consideration of (1) the importance of internal
audit and management inspection functions as an essential but sometimes
neglected element of management control, and SZ) the continuing concern
of the Congress with effective management control of these programs. We en-
deavored to identify the more significant program areas of economic assistance,
as well as certain military activities, and relate them to the surveillance by
the 15 principal audit or inspection organizations or units having responsi-
bilities in Vietnam.

The most significant problem areas in terms of magnitude, vulnerability to opera-
tional and managment deficiencies, and consequent waste in regard to eco-
nomic assistance are the commercial import program and the rural construc-
tion (formerly counterinsurgency) program. The commercial import program
consists of the importation by Vietnamese importers of needed commodities,
financed by the United States, through commercial channels. The rural con-
struction program is the major economic assistance effort applied directly to
the Vietnamese populace.
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We concluded that there is particular need for increased surveillance of the
operations involved in_the receipt, distribution and end use of the huge
quantities of commodities being imported into Vietnam under the economic
assistance program. In the military assistance program there is the same need
for examination into the management of the operations involving equipment,
spare parts and supplies and the broader control aspects of the military con-
struction program.

In connection with the military construction program, totaling nearly $600 mil-
lion, for military installations of United States and Vietnamese military forces,
we found no management reviews or evaluations on the substantive contract
performance or of the broader control aspects of the construction program.

Following through from the information developed in this survey, the General
Accounting Office scheduled further work to be performed in the United
States and in Vietnam, relating to the more crucial areas of the commercial
import program and the vast construction program.

Review of audit and inspection programs conducted by United States agencies in
Vietnam during 1966, B-159451, May 4, 1967

Our review of internal audit and management inspection activities conducted by
United States agencies in Vietnam showed that there were significant increases
in number and scope since our earlier regort to the Congress on this matter in
July 1966. In view of the inherent possibilities for irregularities in administer-
ing United States programs in Vietnam, we believe that there will be a con-
tinuing need to maintain and increase management surveillance, through
audits and inspections, over agency activities there.

Principal programs requiring and receiving audit attention are Agency for Inter-
national Development’s commercial import program, sulgporting assistance for
Vietnam’s revolutionary development program, and the Department of Defense
construction program.

DEPARTMENT OF DEFENSE
MILITARY ASSISTANCE PROGRAM

Review of manpower utilized to administer the military assistance program in a
recipient country, B-159341, Aug. 15, 1966

The Department of Defense plans to continue the operations of a Militar
Assistance Advisory Group in a recipient country with reductions in sta
although the military assistance grant-aid program for that country has been
virtually completed and available information indicates that other United
States organizations in the country can perform the essential residual
functions.

Our review indicated that, although substantial reductions have been made
in the size of the Advisory Group as the workload decreased with reductions
in the military assistance program, further reductions were possible.

The Department of Defense, while continuing operation of the Advisory Group,
subsequently initiated further substantial reductions.

Feasibility of using United States-owned excess foreign currencies instead of dollars
to pay for ocean shipment of military assistance program materiel, B-146749,
Dec, 13, 1966

Our examination disclosed that, in a recent 12-month period, the United States
paid ocean carriers almost $2 million in dollars for transportation of military
assistance (MAP) materiel to four countries instead of paying them in United
States-owned foreign currencies. There seemed to be no positive action taken
to use excess foreign currencies, although the ocean carriers might be willing
to accept United States-owned foreign currencies in payment for transporting
military assistance cargoes, provided such payments would not exceed their
needs for such currency in any particular country.

In compliance with our proposal, the Secretary of Defense issued revised instruc-
tions aimed at increased utilization of excess foreign currencies for travel and
transportation expense.
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Procurement of locomotives for Thailand under the military assistance program,
B-157421, Jan. 31, 1967

We found that the Department of the Army had incurred costs of about $1
million to bu?/ for and deliver to Thailand locomotives which were unable
to meet Thailand’s specific requirements for mainline use, the purpose for
which furnished. We found also that Department of the Army officials had
not obtained clarification of contradictory technical requirements but, instead,
had prepared a purchase descriﬁtion and initiated procurement of the loco-
motives before ascertaining whether the locomotives would be able to perform
the function for which they were intended. The replacement locomotives
costing $2,305,000 were to be delivered to Thailand in December 1966.

We recommended that the Secretary of Defense require the military depart-
ments to establish procedures providing for user activity review and approval
of a purchase description for complex non-standard equipment. This review
should be made prior to the award of contract for the equipment and should
be documented in the contract file covering such procurement. The Depart-
ment of the Army advised that it was exploring potential outlets for the loco-
motives which were found unsuitable for Thailand’s purposes.

Disposal of excess property in Turkey, B-160330, Feb. 28, 1967

The United States has been disposing of excess military property in Turkey for
many years at prices substantially below the market value of the property.
The major factors contributing to this practice are (1) the very restrictive
nature of the bilateral agreement between the Governments of the United
States and of Turkey for the disposal of excess property, which permits sales
within Turkey, to be made only to firms designated by the Government of
Turkey, and (2? the reluctance of the United States Embassy in Turkey to
authorize the sale of United States excess military property outside of Turkey
even though such arrangements are clearly provided for under the bilateral
agreement. ] ) ) .

Officials of the United States disposal agency in Turkey estimated that, during
the period April 1962 through August 1965, the United States experienced
a loss in revenue of about $2° million in Turkish lira by not selling its excess
property to open-market buyers outside Turkey or about $3.2 million by not
selling the property to open-market buyers in Turkey. These officials have also
estimated that the United States will continue to lose revenues on disposal-
sales, in excess of $1 million annually, unless action is taken to improve on the
restrictive manner in which the United States is disposing of excess property
in Turkey.

We concluded that_the unsatisfactory arrangements, which have existed since
1959, would continue until the United States Government, through continued
diplomatic negotiations, could induce the Government of Turkey to enter into
a more liberal agreement to allow sales on the Turkish open market or until
the United States Government implements the provisions of the existin
bilateral agreement which permits satisfactory disposal by export. We note
that since our review, a degree of corrective measures have been taken.

Review of excess ammunition and weapons in a military assistance country, B-
125085, Apr. 10, 1967

We found that the Department of Defense, the United States European Com-
mand, and the Military Assistance Advisory Group had not effectively im-
plemented an existing system, which in itself was not wholly adequate, for
obtaining the return to United States control of about $31.9 million worth of
ammunition and weapons which had become excess to requirements.

We advised the Secretary of Defense that in past reviews, we found that Military
Assistance Advisory Groups had in many instances not made a concerted
effort to identify excess property or enforce agreements which require the
host country to make such property available for redistribution.

The office of the Assistant Secretary of Defense, International Security Affairs,
notified the Deﬁartments of the Army, Navy, and Air Force and all unified
Commands of the existing urgent need to obtain declarations of excess United
States-furnished material from countries where it was no longer required.

As a result, military assistance program (MAP) countries declared more than
$30 million worth of MAP-furnished ammunition excess to their needs and
thereby made it available for redistribution to satisfy a world wide need of the
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United States. Our follow-up of actions taken showed that, as of February 1967,
$14.5 million &f the ammunition had been recovered and an additional $5.7
million was awaiting shipping instructions or ballistic acceptance.

OTHER INTERNATIONAL ACTIVITIES

Report on United States construction activities in the Republic of Vietnam 1965-66,
B-159451, May 15, 1967

The combined construction program in Vietnam, which amounted to $1.3 billion
as of October 1, 1966, is being accomplished by the construction units of the
military services and by contracts with various civilian firms for the Depart-
ment of Defense, Department of State and the Agency for International Devel-
opment. Since about three-fourths of the total work being done at the time

our survey was under a single contract awarded to the joint venture known
as RMK-BRJ, our survey concerned in great ﬂart the performance of this
contract and the administration exercised by the various commands of the
Naval Facilities Engineering Command, and the contracting agency.

Our survey indicated that neither the Navy nor the contractor was adequately
e%uigped to handle the massive expansion of the construction program in late
1965 and first half of 1966. As a result, the cost of the program was increased
to a considerable extent, although there is no way to reliably measure the
extra cost sustained. During the period of the escalated mobilization, normal
management controls were virtually abandoned and major problems were
experienced.

Jllustrations of these conditions are: (1) Construction material and equipment
were procured without a sound basis for computing reasonable requirements,
without knowing what was already on hand or on order, and without preparing
the most economical purchase specifications; (2) Military construction units
in Vietnam had procurements of material and equipment unrelated to con-
tract construction made for them by the contractor rather than having the
procurements made through the military supply system; and (3) Effective
management of procurement and utilization of material became virtually
impossible because accountability in Vietnam over the mountainous supplies
of construction material was lost.

‘The Department of Defense and the contractor agreed with a number of the
opportunities for improvement set forth in our report. They also stated that
the report appeared to be a reasonable evaluation of the program and prob-
lems. The Department and the contractor also stressed that, in view of the
conditions under which the program had to be carried out, they had attained
a remarkable construction performance, in which we concur.

“This report summarized major weaknesses in the construction program. We now
plan to concentrate our audit work in detailed reviews of these areas to
evaluate the progress made and to make specific recommendations as to any
further corrective measures which should be taken.

IKTERAGENCY PROGRAMS

FOOD FOR PEACE

Review of precautions taken to protect commercial dollar sales of agricultural com-
modities to foreign countries purchasing the samelté/pe commodities for foreign
currencies under Public Law 480, B-146820, Aug. 18, 1966

Title 1 of Public Law 480 provides that, in negotiations of sales agreements with
forei?n governments for the purchase of commodities, reasonable precautions
should be taken to safeguard usual marketings of the United States. The pur-
pose of this provision is to avoid having sales for foreign currencies under title
| displace normal commercial sales of United States agricultural commodities
for dollars.

'We estimate that, over a period of approximately 9 years, dollar purchases totaled
about $715 million less than those which certain countries would have made
had they maintained the level of their purchases prior to the initiation of title
IJ)ro rams. Decreases in sales of agricultural commodities for dollars are of
added significance in view of the currently unfavorable international balance-
of-payments position of the United States.
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We proposed that the Secretary of Agriculture require the Administrator, Foreign
Agricultural Service (FAS), to prepare written procedures and specific assign-
ments of responsibility for the guidance of emtployees charged with functions
relating to determinations of compliance by foreign governments with their
usual marketing commitments. As a result, the Administrator, FAS, indicated
that certain corrective action would be taken.

These matters were reported to inform the Congress of the administrative inter-
pretations and practices used in carrying out the title | program, which, in our
opinion, have had an adverse effect on dollar sales of United States agricultural
commodities and on the balance-of-payments position of the United States, and
to suggest that the Congress may wish to express its views on these matters.

Survey of extent of audits of food donation programs administered by non-profit
voluntary relief agencies, B-159652, Mar. 7, 1967

In our survey of audits of food donation programs, we reviewed the extent of
audit activity by Government agencies in 10 significant recipient countries. In
these countries, 10 voluntary relief agencies and one intergovernmental organi-
zation were administering 177 food distribution programs. These programs were
designed to feed about 39 million recipients through more than 200,000 food
distribution points located throughout these countries. About 1.9 billion pounds
of food valued at about $142 million was shipped abroad during the 18-month
period July 1, 1964, through December 31, 1965.

We have concluded that there has been only limited auditing coverage of food
donation programs because they are so large, so varied and so dispersed.

The various Government agencies and voluntary relief agencies were in general
agreement with our conclusions and we were advised by the Agency for Inter-
national Development that the Government regulations for donation programs
are now being restudied.

Potential savings in costs of transporting food donated for distribution abroad,
B-159652-Apr. 28, 1967

Our review of payments by the United States of costs for shipping donated food
abroad in 1965 and 1966 showed that, out of 107 countries receiving donated
American food, only four contributed toward the ocean freight cost. The gov-
ernments of more than four of these countries appeared to be in sound financial
condition during this period.

The regulations followed by the Agency for International Development did not
require an assessment of recipient countries financial means, or willingness,
for defraying ocean shipping charges. We found that the question of whether
foreign countries could or should pay ocean freight costs had been considered
only in isolated cases.

A significant amount of potential saving could be realized by making efforts to
obtain contributions to shipping costs from recipient countries. We made
several proposals with which the Agency for International Development ex-
pressed agreement. The Agency advised us of positive steps it is taking. If
efforts are successful, the United States balance-of-payments position would
be benefited.

Problems in processing claims against voluntary relief agencies arising from alleged
loss or misuse of food donated for distribution abroad, B-159652, June 29, 1967
The United States Government has had very little success in processing claims
against and collecting from distributing agenciesin cases of reported food loss or
misuse that might create a monetary liability on the part of the agencies. Prob-
lems in processing claims were created by a lack of information needed to
establish the nature and extent of loss and the liability of parties involved.
Other difficulties were experienced because claims responsibilities were divided
between two agencies. This separation introduced some very difficult adminis-
trative problems in obtaining information needed to substantiate or otherwise
resolve claims.

The Department of Agriculture, the Agency for International Development, and
the principal voluntary relief agencies agreed generally with the matters dis-
cussed in our report. We were advised that steps had been taken to revise
program regulations and to realign administrative responsibilities.
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UTILIZATION OF FOREIGN CURRENCIES

Possible dollar savings through expanded use of foreign currencies to transport per-
sonal effects abroad, B—146749, Aug. 18, 1

We found that several hundred thousand dollars could be saved annually if U.S.-
owned foreign currencies, rather than dollars, were used to pay surface freight
costs to transport personal effects of individuals traveling on United States
Government business to and/or from foreign countries where the United States
owns substantially more foreign currency than is needed for its normal operating
requirements.

We proposed to the Department of State that, in countries where the United
States has substantial amounts of foreign currencies, agreements be sought
which in effect would permit officials traveling overseas to use such currencies
and which would permit American carriers to convert foreign currencies
accepted in payment for the transportation. The Department advised us that
the inability to take advantage of opportunities of using foreign currencies for
the above purposes is attributable to the fact that foreign countries resist ex-
panded United States uses of foreign currency balance because of their own
economic problems. The Department also commented that such an approach
would run counter to basic policy reasons for making foreign currency sales
of agricultural commodities.

In view of the position taken by the Department of State, which involves foreign
economic and political policies, we brought these matters to the attention of
the Congress in the event it may wish to consider the basis of the decisions
made by the Department of State.

DEPARTMENT OF STATE

Payment of certain severance benefits to former Foreign Service officers, B—160300,
Jan. 31, 1967

Severance benefits payments authorized by the Foreign Service Act of 1946, as
amended, provides that Foreign Service officers In certain classes who are
retired under selection-out provisions shall receive selection-out benefits. The
severance benefits are equivalent to one-twelfth of a year’s salary of the em-
ployee’s then current salary for each year of service and proportionately for a
fraction of a year, but not exceeding a total of one year’s salary at his then
current salary rate.

We found that certain former Foreign Service officers who had been selected
out were reemployed by the Federal Government immediately or within a month
thereafter at salaries at least equal to their salaries at the time of separation
and were also being paid severance benefits.

We proposed that the Department of State should seek legislation to provide for
the adjustment of selection-out benefits at such time as a Foreign Service officer
is reempIO}/ed bB_the_ Federal Government or employed by the municipal gov-
ernment of the District of Columbia. The Department did not concur with our
proposal. However, the Deﬁartment did revise its regulations to provide that,
when an officer who is reached by selection-out, is to be permitted to continue
in the Foreign Service in another catgeory, he shall be offered the opportunity
of resigning in lieu of being selected out before reappointment in the new
category. Thus, the officer would disqualify himself for severance benefits
under section 634 of the Foreign Service Act.

Since section 634 of the Foreign Service Act has made mandatory the payment
of selection-out benefits, we reported for congressional consideration the need
of amending section 634 to provide for the adjustment of Bayable selection-out
benefits at such time as a former Foreign Service officer becomes reemployed
by the Federal Government or employed by the municipal government of the
District of Columbia before expiration of his selection-out benefit period.

UNITED STATES INFORMATION AGENCY

Potential savings through constructing rather than leasing housing at Brewerville,

Liberia, B-118654, Feb. 23, 1967
We believe that savings of upwards of $2 million would have been obtainable
over the period of the 33-year country-to-country agreement, if the United
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Our report summarized the details of sales of participation certificates made_by

States Information Agency, at the appropriate time, had sought and obtained
from the Congress the necessary funds and had constructed houses required
at Brewerville, Liberia, rather than leasing.

The Agency requested funds from the Congress in its fiscal year 1964 budget

to construct the African Program Center, but no information was furnished to
the Congress as to how the Agency planned to meet its housing needs. The
Agency did not request funds for construction of housing in either its fiscal
year 1964 or 1965 budget submissions, although the Agency was aware of the
desirability df constructing its own housing rather than leasing. The Agency
did attempt to request funds for housing construction in its fiscal year 1966
submission, but this request was deleted by the Agency from the budget sub-
mission to Congress when the Bureau of the Budget required the Agency to
reduce the total budgetary funds being requested. No request for funds for this
purpose appeared in the fiscal year 1967 budget submission to Congress.

EXPORT-IMPORT BANK
of Export-Import Bank of Washington, fiscal year 1966, B-114823, Apr. 3,
7
the Export-Import Bank during the fiscal year. We concluded that the mini-
mum additional interest costs to the Government resulting from these sales

would be about $4.3 million compared with what the cost would have been
had the Treasury Department issued these securities direct.

In our opinion of the financial statements, we stated that we did not concur with

the Export-Import Bank’s reclassification of certain items from investment of
the United States Government to liabilities, capital and reserves. We also
stated that we were unable to express an opinion on the adequacy of the
amount received to meet future losses, because of the undeterminable factors
affecting the status of loans, guarantees, and insurance. Subject to these com-
ments, we stated our opinion that the financial statements presented fairla/
the financial position of the Export-Import Bank of Washington at June 30,
1966.

GOVERNMENT-WIDE REPORTS

Review of geodetic surveying activities within the Federal Government, B-133188,
Jan. 25, 1967

Qur review of the geodetic surveying activities of selected agencies of the Fed-

eral Government indicated that economies could be realized through improved
coordination of these activities. The Environmental Science Services Adminis-
tration, Department of Commerce, has the responsibility for establishing a
nationwide network of geodetic control points, ie., points at which latitude,
longitude, and elevation have been determined, and the Bureau of the Budget
has the responsibility for coordinating geodetic surveying activities in the
Federal Government. Other Federal agencies —including the Geological Survey,
Department of the Interior, in its national mapping program and the Bureau
of Public Roads, Department of Commerce (now Department of Transporta-
tion), in its highway programs—also establish geodetic control points. These
geodetic control points generally are established, however, only to standards
required for individual program needs and, €or the most part, do not meet
the standards of accuracy required to extend the national network. Conse-
quently, the Environmental Science Services Administration plans to resurvey
most of the same areas to establish geodetic control points that will meet the
standards of the national network.

We expressed our belief that, if the initial surveys could be made to national
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network standards, substantial savings in effort and cost would result, because
it would not be necessary for the Environmental Science Services Administra-
tion to resurvey the same areas. On the basis of data available during our re-
view, we estimated that past or planned expenditures for geodetic surveys
which would not contribute to the national network of geodetic control by the
Bureau of Public Roads under its highway programs would total about $30
million and by the Geological Survey under the topographic map program
would total about $15 million.
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In September 1966, the Bureau of the Budget advised us that the Geological
Survey and the Environmental Science Services Administration had entered
into an agreement whereby horizontal geodetic control to national network
standards would be achieved as a part df the Geological Survey’s topographic
map program. The agreement provides that, where other requirements are
equal, ﬁreference in the authorization of mapping will be given to an area
which has been basically controlled over an area which does not contain
basic control. We stated that we believed that this agreement was an impor-
tant step in the right direction. In our opinion, however, a more economical
arrangement may be possible by requiring Geological Survey to perform all
the basic control required for those areas which are presently uncontrolled and
which it plans to map under its current mapping program.

In further commenting on our report, the Bureau of the Budget advised the chair-
man of the House Committee on Government Operations, in March 1967,
that it had suggested that the Department of Commerce investigate further
the possibility of concluding an agreement with the Department of Transporta-
tion to facilitate, to the maximum extent ﬁossible, cooperation in the geodetic
control surveying activities required for highway programs administered by
the Bureau of Public Roads along the lines of the agreement established between
the Geological Survey and the Environmental Science Services Administration
in connection with the topographic mapping program.

Administration of certain statutory and regulatory requirements relating to archi-
tect-engineer fees, B-152306, Apr. 20, 1967

We found that (1) the major construction agencies contracted for architect-
engineer services at fees in excess of the statutory provisions which limit the
fees payable to architect-engineers to 6 percent of the estimated cost of con-
struction, (2) the agencies’ practices in requiring the submission and certifica-
tion of cost or pricing data in accordance with Public Law 87-653 and the
Federal Procurement Regulations differed, (3) the agencies subject to the
requirements of Public Law 87-653 were not complying with the competitive
negotiation provisions of the law, and (4) the method of computing the
architect-engineer fees differed among the major construction agencies.

We recommended to the Congress that the various laws imposing the fee limita-
tion be repealed and that the Congress clarify its intent as to whether the
competitive negotiation requirements of Public Law 87-653 be applied to the
negotiation of architect-engineer contracts. We also proposed that the agencies
require the architect-engineers to submit and certify cost or pricing data in
accordance with Public Law 87-653 and the Federal Procurement Regulations.
The major construction agencies agreed with our recommendation that the
fee limitation be repealed and that the cost or pricing data requirements be
applied to architect-engineer contracts. They did not agree, however, that the
competitive negotiation provisions of Public Law 87-653 be required in the
negotiation of architect-engineer contracts.

ORGANIZATIONS OUTSIDE THE FEDERAL GOVERNMENT

Examination of financial statements of Gorgas Memorial Institute of Tropical and
}igeé/éentive Medicine, Incorporated, for the fiscal year 1966, B~114867, Dec. 30,

In this report, which was addressed to the Board of Directors of the Institute
with copies to the Speaker of the House of Representatives and the President
of the Senate, we expressed our opinion that the financial statements present
fairly the assets and liabilities of the Gorgas Memorial Institute of Tropical
and Preventive Medicine, Incorporated, at June 30, 1966, and the contribu-
tions and other income and expenditures for the year then ended, in con-
formity with accounting practices followed by similar-type nonprofit organiza-
tions applied on a basis consistent with that of the preceding year.

Audits of Government Services, Inc., and of its Employee Retirement and Benefit
Trust Fund and Supplemental Pension Plan for the year ended Dec. 31, 198,
B-114820, Apr. 11, 1967

In our report, addressed to the Board of Trustees, Government Services, Inc.,
with copies to the Speaker of the House of Representatives and the President
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of the Senate, we expressed our opinion that the financial statements included
in the report presented fairly the financial positions of Government Services,
Inc., the corporation’s Employee Retirement and Benefit Trust Fund and the
Supplemental Pension Plan at Dec. 31, 1966, and the results of the corpora-
tion’s operations and the changes in the retirement and pension funds for
the year then ended, in conformity with generally accepted accounting prin-
ciples applied on a basis consistent with that of the preceding year. Our audit
was made at the request of Government Services, Inc.
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REPORTS ON CONGRESSIONAL INQUIRIES

This table is an alphabetical listing of selected reports and letters to committees
and Members of the Congress in response to their request for comments on
proposed legislation, for legal opinions, and for information on other subjects
of interest. It doesnot include auditreports, which are listed on pages 174through

211.

[Reports of general interest only are ineluded]

Subject To Data | Reference
No.
Accounting Systems:
Approval, compliance, etc. (80th H.R. 9164)___ | H. Government Operations..- | 6-14-67 | B-127287
Rep. Jackson E. Betts........ 6-21-67 | B-127287
Development, Priority . ccococceeeoooccaoaaaan H. Governraent Operations...| 3-14-67 | E-115398
Administrative Procedure Act revision (80th 8. [ S.Judiciary......cccoceneenaas 4-20~67 | E-130859
518).
Agriculture:
Feeg for inspection, etc., services (89th 8. 2820). | 8. Agriculture & Forestry.-.. 8- 1-66 | B-142952
Import and export data (89th H.R. 16920, 8. [ H. Ways and Means.......... 8- 4-66 | E-140093
3522). S. FinanCea e v coccaooo_ 8- 4-66 | B-140093
Loss of crop due to chemical —not equitsble | Rep. Alvin E. 0'Konskl.....| 2- 8-67 | B-160780
claim.
Airplane. supersonie, construction (89th B, 8309). | 8. COMMErCe ceeccacmmommmanes 7- 566 | B-159141
Ajrporta:
Authorization (90th8.1330) ..o ceveeeannnaann. 8. COmmerce.....ccccoceemuan. 5- 867 | B-84613
Washington National & Dulles International | H. Interstate & Foreign 4-17-67 | B-120047
(90th H.R. 4493 H.R. 5762). Commerce.
Aliens: Employment by Commerce. . ..ccac.--.. 8. COMMErce. «coceaeeacmnnnn- 5-22-67 | E-132818
Appropriationautherizations:
Coast Guard (90th S. 1060)-.<eocecerccmuaoann. 8. COMMErce..-.occeeemmcannn- 3-1667 | B-146473
Requirement for annual:
ESSA (90th S. 374} - - ¢ ¢ ceemmcccecmnciaaann S. COMMErce.....oevvevmcmnnns 2-16-67 | E-169195
Maritime (90th 9.340) 3, Commerce 2-16-67 | B-146173
Appropriations:
Availability: Maintenance {unds for military | S. Government Operations..-- | 3-20-67 | B-159451
construction in Vietnam.
Foreign Assistance: Transfer prohibition change | H. Appropriations. --......... ¢-13-66 | B-160032
Architect and engineer contracts: Fee limitations. | Numerous Members of ~ |.occooo B-152306
Congress.
Armed Services:
Bond deduction from pay during World War I. | Rep. Paul Findley............ 11-23-66 | B-160392
Bonus entitlement: Stale claim................ Rep. James R. Grover, Jr..... 4- 4-67 | B-161082
Combat duty pay entitlement. ...... Rep. John N. Erlerborn...... 12- 7-66 | B-160432
Cost-of-living allowance in Vietnam Sen. Everett McElinley 4- 4-67 | B-161120
Dirksen.
Death Gratuity:
Marriage validity. . c.coeeerviimmimmnnanaoii Rep. Patsy T. Mink.......... 6-20-67 | B-155582
Parents death presumption-.. ... ... | Rep. Donald W. Riegle, Jr....| 6-20-67 | B-161685
DemolitioN PaY - acuuaee e iace i Rep. Charlotte T. Reid.. ..... 12- 9-66 | B-160471
Dependent wife status—Mexicandivorce effect. | Rep. Porter Hardy, Jr........ 10-12-66 | B-160127
Sen. Robert F. Kennedy.-..... 1-32067 | E-157498
Dual compensation:
Acceptanceof temporary civil serviceposition | Sen. Joseph D. Tydings....... 3-16-67 | B-167665
by retired member. B-160091
Applicability o restrictions........c...c...._ | Rep. D. R. Matthews......... 10- 4-66 | E446568
Civilian disability compensation and retired | Rep. Ed Relnecks............| 7-26-66 | B-159173
pay. Rep. Robert T. Ashmore_.... 8- 8-66 | B-159466
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Subject To Date | Reference
No.
Armed Services—Continaged
Dual compensation— Continued
Claimsbarred by 10year statute of limitations | H. Judielary_. .._...__..... 6-28-67 | B-161774
(90th H.R. 10500). -
Violation relief (90th H.R. 2263)..........._... H. Judiciary................. 5- 8-67 | B-160828
Economy pay act loss: Barred act waiver (89th | H. Judiciary................. 8-16-66 | B-101558
H.R. 16345).
Family allowance deduction refund............. Sen. Fred R. Harris.......... 1-19-67 | B-160607
Leave: Overpayment relief (90th H.R. 6318).... H_Judiciary......... E- 9-67 | B-161069
Medical care for dependent (90th H.R. 6666)....| H. Judiciary. _......_ .. | 4-2767 | B-181071
Rep. Thomas J. Meskill 5-18-67 | B-161071
Midshipman service credit (not clear if for re- | H. Judiciary-................ 10-26-66 | 563549
tired or active duty purposes) (89th H. R. B-129993
18037).
Mustering out pay entitlement.................. Sen. Philip A. Hart.......... 11-10-66 | B-160346
Pay:
AITEArS. - e Rep. Rogers C. B. Morton... | 6-19-67 | B-161746
AWOL statuseffect........... e eemeeea Rep. ClarenceJ. Brown, Jr__ | 9-14-66 | B-159962
Confinement by civil authorities... ..| H. Armed Services.......... 11-28-66 | B-158834
Entitlement. ..o Rep. Charles E. Bennett..... | 3-10-67 | B-160588
Overpayments:
Administrative error (90th H.R. 4961, H.R. | H. Judiciary................. 4-18-67 | B-161016
9018, H.R. 9019).
H. Judiciary--. ... ......c.. 6-15-67 | B-161418
E. Judiciary......... B-16149%6
Longevity compensation errors (89th H.R. | H. Judiciary. ........ B-159772
15830; 90th H.R. 5830, H.R. 8087). H. Judiciary--. ...... B-161014
H. Judiciary.. _..... . B-161417
Statute of limitation waiver under private re- | 8. Judiciary.................. B-1589%65
lief bill (90th S. 1274).
Underage enlistment ceeeee.oooooooeoooooooo..| Rep. Thomas L. Ashley ..... 10~ 5-66 | B-159910
World War I service: Absencewhile Inhospital.| Sen. Frank Carlson.......... | 6-10-67 | B-161278
Person csausing death of decedent: Benefit | Sen.John Sparkman......... 1- 6-67 | B-154536
entitlement.
Quarters allowance: Dependents: Travel or [ Rep. Charles E. Bennett..... | 5-22-67 | B-160588
leave status effect.
Quarters and family separation allowances_.....| Rep. Henry B. Gonzalez..... 6-27-67 | B-159383
Rations: Claim forseparate..................... Rep. Richard C. White...... 2-15-67 | B-160585
Readjustment pay loss (89thH.R. 17668)..._... H. Judiciary................. 11- 466 | B-160101
Record correction: Benefit entitlement-_._.._.. Sen. Paul H. Douglas.. 12-22-66 | B-143424
Reenlistment bonus: Overpayment due to ad- | H. Judiciary..- ........._.... 10-12-66 | B-160053
ministrative error.
Reserves: Status of general nominated for [ Sen. Margaret Chase Smith.- 9-14-66 | B-159980
promotion.
Retired members: Conflict of interest: Applica- | Rep. Claude Pepper 3- 3-67 | B-160875
bility of Seastrom case. | TTTTTTTC
Retired member selling to Government (90th | H. Judiciary.c..ceco......... | 3-27-67 | B-160236
H.R.5815).
Retired pay:
Administrative error in computation (90th | H. Judiciary................. 4-29-67 | B-161108
H.R.6752).
Assumptions incorrect (30th H.R. 2658)._.._. | H. Judiciary..............._. 5-17-67 | B-101558
Credit for Inactive service to put enlisted | 8. Armed Services............ 2- 267 | B~139208
members on the same basis as officers (30th
8. 394).
Entitlement. Sen. Sam J. Ervin, Jr....._.. 1-4-67 | B-154493
Rep. Alphonzo Bell. ... 2-23-67 | B-160476
Increase under Pub. L 89-3%5.....ccomaare. ... Rep. L. Mendel Rivers 6- 667 | A-1666
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Subject To Date | Reference
No.
Armed Services—Continued
Retired pay —Continued
Overpayments (90th H.R. 8479)...ccccnemae--. H. Judiciary . ........._..._._. 5-18-67 | B-161309
Rep. E. {(Kika) de la Garza...| 3-31-67 | B-1609%4
Rate adjustment - Rep. Dante B. Fascell. ...... 4-18-67 | B-155982
Savings deposits: Missing I action status--.... Rep. Don H. Clausen......... 2- 3-67 | B-160117
Subsistence allowance: Overpayments (90th | H. Judiciary . -................ 3-31-67 | B-160820
H.R. 3681).
Transportation and travel expenses:
Auto and effects (89th H.R. 16824)____........ H. Judiciary . ...oooo_____._ 9-26-66 | B-159904
Auto, foreign, shipped by commercial vessel.. | Rep. Aiphonzo Bell.. -| 10- 5-66 | B-151022
Dependents travel: Entitlement.............. Sen. John Stennis.... .| 9- 766 | B-15974
Dependents travel prior to retirement o | H. Armed Services...._..... 9- 7-66 | B-159961
member.
Dependents travel to home of selection....... Sen. Bourke B. Hickenlooper.| 3- 8-67 | B-160941
Dependents travel when member unable to | Rep. Ken Hechler-._.._._____. 10-19-66 | B-160121
complete travel overseas.
Dependents transportation: Private relief bill | H. Judiciary.-...c.cceeeoeoon 3-23-67 | B-159961
(80th H.R. 6228).
Household effects:
Commercial or Government movement..... Rep. Teno Roncalio . ..ot 8-24-66 | B-159874
Excess costs. .| Rep. Bob 8ikes. ..o ____.___ 5- 567 | B-161222
Excessweight (89thH.R. 17551)-eceemaao. H. Judiciary.ccoooo._..__ 10-18-66 | B-160054
Weight error. .| Rep. T.J. Dulski_._......__.. 6-19-67 | B-161672
Per diem-. Sen. Hugh Scott.............. 1-1667 | B-160445
Travel expensesto reserve training----.-__-.. Sen. CharlesH. Percy-....... 3-27-67 | B-160943
Automobiles: Electric powered research: GAO | 8, COMMErce..cceaeceacmeeao-- 10- 6-66 | B-159993
access to records (89th S. 3785).
Aviation: Development of air transportation and | S. Commerce........ceveeennn. 4-28-67 | B-75409
airports (90th S. 1271).
Banks and banking: Banks acting as travel agents.| Sen. Edward M. Eeanedy....| 4 7-67 | B-103315
Boards, committees, commissions, etc.:
Establishment:
Balanced Economic Development Commis- | 8. Government Operations..-. | 6- 4-67 | B-161247
sion (90th S.J. Res. 64).
Budget Reform Commission (90th H.R. 466)..| H. Qovernment Operations.-- | 2-23-67 | B-127287
Environmental Quality Council (80th H.R. | H. Science & Astronauties....| & 4-67 | B-140579
779).
Executive Branch organization (90th H.R. [ H. Qovernment Operations-.. | 2- 7-67 | B-50164
1460, S. 47, H.R. 9229).
8. Government Operations....| 2-17-67 | B-60164
H. Government Operations...| 5-16-67 | B-50164
Intergovernmental Affairs Council (90th 8. [ S. Government Operations....[ 3-13-67 1B-£3433
671). ‘B-05929
Interoceanic Canals Commission (¢0th H.R. | Rep. Daniel J. Flood-....... | 4-10-67 | A-60428
571, H.R. 2148).
National Commission on Urban Living (90th | H. Qovernment Operations. .| 2-2867 | B-160821
H.R. 3155).
Procurement Commission (90th H.R. 157).._.| H. Government Operations._{ 2-17-67 | B-160725
Program evaluation (90th H.R. 10520).__....-. H. Government Operations--.| 6-26-67 | B-161740
Public Management (89thH.R. 17236, 8. 3762; | H. Government Operations...| 9-3066 | B-160003
90th H.R. 20, H.R. 793).
8. Qovernment Operations....| 10~ 6-66 | B-160003
H. Government Operations...| 8-23-67 | B-160003
Social programs (90th H.R. 2884)cccoooomne. H. Government Operations_..| 4-17-67 | B-160824
Technology Assessment Board (90th H.R. | H. Science & Astronautics....| 4-26-67 [ B-58911
6698).
Bonneville Power Administration: Preference to | Sen. Len B. Jordan._.........] 7- 6-66 | B-153903

public applicants.
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Subject To Date | Reference
No.
Budgetary information (90th H.R. 228) H. Qovernment Operations-. 3- 6-67 | B-158708
Bay Ameriean Act application........coo.oo....... Rep. James B. Uttaaeaoee... 4- 4-67 | B-160893
Calendar & fiscal year basis for Government(ggth | H. Qovernment Operations.. 2- 2-67 | B-153121
HR. 1167).
Claims:
Federal Claims Collection Act, application...... Rep. Charles E. Bennett..... 9-23-66 | B-159708
Refund of judgment payment incidenttosuit or | Sen. Walter F. Mondale. . ... 2-28-67 | B-153434
overcharges of rentals in violation of Housing
and Rent Act.
Clearinghouse for commercial standards (0th 8. | 8, Commerce-aeaeucmemenee.. 3- 7-67 | B-160007
997).
Coast Quard: Electronicguidance system research | 8, COMMErce-eeeammmmccecac. 2-2C-67 | B-10964¢
(0th 5.952).
Communications Satellite Corporation: Contract | H. Government Operations-. | 10-6-66 | B-159832
award.
Congress:
Committees:
Clerk hire status of employee and possible | Rep. Samuel L. Dsvize...... 3- 1-67 | B-157010
law violation. Rep. William L. Dickinson.. | 3- 1-67 | B-157010
Requests lor GAO reports (90th 8. 355 | Sen.John J. Sparkman...... 2-24-67 | B-129874
amendment).
Employees:
Compensation:
Increase entitlement._ ... ... H. Post Office & Clvil Serv- 9-23-66 | B-160025
fee.
Liability for compensation after abandon- | Rep. Charles E. Bennstt..... 1-17-67 | B-134827
ment of position.
Death gratuity: Beneflefary v. estate......... H. Administration-.......... 3- 2-67 | B-160842
Gratuity payment to heir inlaw............. H. Administration........... 6-17-67 | B-160842
Members:
Retirement:
Acceptance of appointment as U.8. Com-| Rep. Andrew Jacobs,Jr...... 3-16-87 | B-160999
missionst.
Annuities:
Members who died between 2-29-48— |8. Post Office & Civil Serv- 2-24-67 | B-138504
3-5-64 (90th 8. 339). ice.
Towidowswhen serviceswere terminated | S. Post Office & Civil Serv. | 2-17-67 | B-130393
before 1-3-47 (0th 8. 797). ice.
Members and Employees: Retirement annul- | S. Post Officed Civil Serv- 3-17-67 | B-160792
ties increase (0th S. 521). ice.
Reorganizationlegislation:
Budget “scoreboard” (90th 8. 355)....__...._- Rep. George H. Msahon..._.. 3- 8-67 | B-129974
Secs. 202 and 203, modifcation (80th S. 355)...| Joint Comm. on Organiza- 6- 8-67 | B-179874
tion of Congress.
Congr 1 trollership (89th H.R. 13445) H. Government Operations-- | 7- 6-66 | B-158708
Contracts:
Additional costs: Shipping contract (30th H.R. | H. Judiciaryw------cceeeeo-. §-20-67 | B-158351
5222).
Awards:
Labor surplus set-aside. ... ocoooo oot Rep. James R. Grover,Ir.... | 3-22-67 | B-160787
Postponement of anthracite coal award. .| Rep. George M. Rhodes..... 4- 5-67 | B-159868
To other than bavbidder._.................... Rep. Lionel Van Deerlin..... 1-13-67 | B-159450
Bids:
Evaluation propriety - ......--ccoooo......... Rep. John C. Culver......... 3- 2-67 | B-160524
MIStAKES. « « s e emmce e ame e Sen. Thomas H. Kuchel...... 11~ 9-66 | B-159404
Rep. Cecil R. King ... 11- 9-66 | B-159404
Protest cases and disposition................. S. Small Business...-.... 2-24-67 | B-160650
Rejection for failure to fumishbid bond.......| Sen. Clinton P. Anderson---- | 2- 1-67 | B-160738
Rejection propriety Rep. Thomas G. Morris 1- 4-67 | B-160390
Small businesscertification. . ----------...... ~| Sen.Philip A. Hart....222727 | 2-23-67 | B-150822
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Subject To Date | Reference
NO.
Contracts—-Continued
Commercialv. educational institutions......... Sen. John G. Tower........... B-160640
Contingent fee covenants... ... ...coccciiiaann. Sen. Warren G. Magnuson..... B-159837
Damagesliquidated Relief (89th H.R. 18118)_.| H. Judiciary .. .............__| B-159546
Increased costs (90th H.R. 10540) ... _o.c....... H. Judiciary - «.......coooeenn- B-159903
Labor standards:
MiNEmum wage iNCreases. ... ..ooeeeeneeeenn.. Rep. Elford A. Cederberg..... 4-10-67 | B-160934
hinimurm wage rates (90th H.R. 7033)........| H. Judiciary-....... - 4-26-67 | B-159916
Wage rate violations..................ccc-.-—_.| Sen. Carl T. Curtis... 9-12-66 | B-159297
Mechanical specialty work (90th 8, 1498, H.R. | Rep. Albert W. Watson.. .| 4-26-67 | B-160403
9131). 8. Public Works............... 6-13-67 | B-1039%67
H. Public WOrks meeee.ooenn.. E-1367 | B-103%67
Negotiation:

Ocean tOWAJE SEIVICES curacr oo anraarraennen. Sen. E. L. Bartlett_....._...... 91466 | B-158385
Standards (90th S. 1050). « - o eeeeeoiiieeannnn 3. Government Operations.... 4-13-67 | B-3999%5
Price adjustment: Mik procurements (89th [ H. Armed Services............ 9-22-66 | B-108902

H.R. 17500).
Sales: Bid deposit 1eturme veceocaneacomaamn--.. Sen. Thomas H. Kuchel...__. 2-15-67 | B-160247
Subcontracts:
Bid peddling prohibition (90th H.R. 8213)....[ H. Judiciary ..........cccca.. 6-23-67 | B-109181
Bonds for protection of subcontractors (90th | S. Public Works............... 5- 8-67 | A-54197
S. 1563).
Construction subcontractors protection...---. Sen. Thomas H. Euchal...._.. 3-29-67 | B-161105
Failure to receive payment:
Army family housing contract......_....-.. Sen. Robert P. Griffing....... 2-21-67 | B-152570
Private relief bills (89th H.R. 16317, H.R. | H. Judiciary.....occcccccce.. 7-28-66 | B-152570
16564, H.R. 16939,H.R. 17131, H.R. 17164, | H. Judiciary.......... B-152570
H.R. 17386; 90th H.R. 4805-4882, H.R. | H. Judiciary.......... B-152570
8480). E. Judiciary.......... B-152570
H. Judiciary .. B-152570
H. Judiciary.. B-152570
H. Judiciary......oc....o... B-152570
H.Judiciary....ccceceooooioot B-162570
Sen. Clifford P. Case. .... 7-2866 | B-152570
Rep. Edward A. Garmatz.....| 7-28-66 | B-152570
Sen. Joseph D. Tydings..-.--- 8-15-68 | B-152570
Remedy. Sen. Mike Mansfield-......_.. 9-12-86 | B-159934
Rep. James F. Battin... 9-12-66 | B-159934
Rep. Richard 8, Schweiker.__| 4-24-87 | B-160946
Taxes: States: Sales inclusionor exclusion (Va.).| Rep. Joel T. Broyhili......... 12— 7-8¢ | B-160128
Termination of technical services contract at | 8, Government Operations._..| 1-14-87 | B-146824
White Sands Missile Base.

Corporations, Government: Establishment of | 8, Commerce-.aeeeccceaauan--. 12- 7-6¢ | B-160321
Motor Vehicle Insurance Guaranty Corp. | 8. COmMMerce. ..auoceeeeeeee.. 2-28-67 | B-160321
(89th 8. 3919, 90th 3, 688),

Corperations, Private:

Audit of DAV (89thH.R. 15358)....cccramcnncn H. Veterans Affairs...._...... 9- 6-6f | B-148144

S.Judiciaryemmeeooccceaccuao- 9-28-6¢ | B-148144

Audit of Merchant Marine War Veterans Asso- | 8, Judiciary....-cccceeceeeo.. ] 4-21-87 | B-148144
ciation (90th S. 782). ’

Courts: Judgments agatnst: Sale of property t0| Rep. Roy A. Taylor......... 2-17-87 | B-160753

Housing Authority of Asheville, N.C.

Davis-Bacon Act: Wage rate determination pro-| Rep. O. C. Fisher............/| 2-23-65 | B-159805

priety.

Departments and agencies:

Establishment:
Education (90th 8. 1152, 89th H.R. 16845).... | S, Government Operations....| 8-28-87 | B-149737
E. Government Operations-.. | 9-268-6¢ | B-149737
Marine & atmospheric affairs (access t0 ree-| H. Government Operations--.| 3-16-61 | B-156204

ords) (90th H.R. 4480).
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Subject To Date | Reference
No.
Department and agencies—Continued f
Establishmen$ — Continued
Veterans Administration (90th H.R. 7837y... | H. Government Operations.. 4-13-67 g‘%
Natural Resources (90th 8. 886).- .- .ccceocezn. 8. Government Operations ... | 3-23-67 | B-92288
Publicity and propaganda limitation: Publica | S. Foreign Relations.__....... 6-30-67 | B-161686
tion,
Reorganization: State & H.E.W. (90th H.R | H. Government Operations.. 5-22-67 | B-156518
9750).
Drugs:
Formulary purchase basis - | B. Select Cornm. on Small 6-20-67 | B-114836
Business, Monopoly Suab-
com.
Quality and Cost Control Standards for Drugs | S. Finance. . .....c..cc...o.. 5-16-67 | B-114836
Act (90th S. 1303).
Drug Stamp Program (90th H.R. 6115) ccoo_-.. H. Interstate & Foreign §5-9-67 | B-161075
Commerce.
Education: Propriety of grant to Whitefish Bay | Rep. Henry S. Reuss......... 8-29-66 | B-159347
school.
Elections:
Election Law Revision (90th 8. 1546). ... ...... S. Rules & Administration.. 6-14-67 | B-130961
Financing campaigns and reform (90th 8. 1695, | S. Finance.............._.... 6-26-67 | B-130961
S. 1882, S. 1883,and S. 1890).
Employeesof the United States:
Agriculture county committee: Leave, veterans | &, Post Office & Civil 4-17-67 | B-144563
preference, etc., benefits (90th S. 1028). Service.
Compensation:
Back pay.. -cceeeoccciaieeciiceeem—aceeea Rep. Peter H. B. Freling- 12-7-66 | B-160200
huysen.
Rep. Charles E. Bennett..... 12- 7-66 | B-156534
COMPULALION. - ccenmmcceiameaacaanmenes - | Rep. Thamas G. Morris.... .. 1- 467 | B-1386%
Dual: Contract for employee to work with | Sen. A. S. Mike Monroney... | 9- 966 B-29000
Joint Comm. on Organization of Congress. B-91556
Erroneous salary rate..........._............ Sen. Spessard L. Holland. ... | 10-28-66 | B-160227
Hazardous duty: Combat zone (90th 8. 791).. | S. Post Office& Civil Service | 4- 4-67 | B-87520
Longevity step inCrease.......c...coooeeoooan Rep. Horace R. Kornegay.... | 12- 866 | B-160370
Overpayments:
Administrative error... .. ccccceooooioiiia Sen. Walter F. Mondale. . ... 10-28-66 | B-152680
Due to downgrading adjustment-.......... Rep. Richard C. White._.._. 7-2666 | B-159%74
Federal Claims Collection Act of 1966.___. . Rep. Abraham J. Multer..... 12-966 | B-160483
Relief (89th H.R. 14864, H.R. 15494, H.R. | H. Judiciary............_.._. 7- 6-66 | B-148337
15625, H.R. 15939, H.R. 16132, H.R.17184, | H. Judiciary.. ...........__. 8-4 -66 | B-159351
H.R. 17550,H.R. 17666. H.R. 17948; 90th | H. Judiciary..............._. 7-26-66 | B-155476
H.R. 6069, H.R. 7882, H.R. 80g6, H.R. | H. Judielary. ..._._.......... 10- 6-66 | B-159600
8206, H.R. 8481). H. Judiciary. -o....c.oo ... 8-30-66 | B-159716
H. Judiciary- ..o LG-21-66 | B-160055
H. Judiciary. .............._. 10-21-66 | B-160056
H. Judiciary......c.ooooco... 1-2-66 | B-160124
H. Judiciary. ..c.oeaeaeooo... 11-16-66 | B-160156
H. Judiciary-......c......... 4-2767 | B-161015
H. Judiciary. ................ 5-24-67 | B~160156
H. Judiciary. .ccccommancoae 5- 4-67 | B-160569
H. Judiciary. ..ccoocooomiaecn 5- 4-67 | B-160569
Rep. Henry B. Qonzalez.... | 2-28-67 | B-160569
H. Judiciary. ...cc...cooo.L 6-13-67 | B-161310
Saved pay error. -- | Rep. JoePool.............._. 6-19-67 | B-1613%4
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Subject To Date Reference
No.
Employeesof the United States—Continned
Compensation— Continued
Overtime:
Collection abatement.. ... ... Rep. Charles E. Bennett_._... 12-13-66 | B-160467
Entitlement. __ . Sen. Thomas H. Kuchel...._.| 1-19-67 | B-160633
Overpayment relief (89th H.R. 16114,90th | Rep. John V. Tunney...._.-_.. 5-1067 | B-160633
H.R. 4532). 8. Post Offiee & Civil Service.| 9-22-66 | B-151168
H. Judiciary-eeemeeemcmmmenan. 3-27-67 | B-160467
Removals, etc.:
Erroneous separation (89th S. 3553). - ___..-_ S. Rules & Administration.... [ 7- 866 | B-59133
9- 7-66 | B-122257
Restoration entitlement............_....... Rep. James A. Byrne. .coo---. 11- 9-66 | B-121257
6-18-67 | B-122257
Retroactive adjustment. - ...ooooooooooaen Sen. Paul H. Douglas. -....--. 10-11-66 | B-142632
Saved pay entitlement....22T ... - | Sen.Frank E. Moss. ........--.| 2-24-67 | B-160771
Rep. Paul A. Fino........... 1-25-67 | B-160515
Selective Service Board employees, classified | S. Post Officed Civil Service.| 2-13-67 | B-65051
v. prevailing rate status (90th S. 555).
Wage board: System revision (89th S. 3673, | 8. Post Office& Civil Service.| 10-6-66 | B-125151
H.R. 16302;90th H.R. 318, S. 1214). H. Post Office& Civil Service| 10- 666 | B-125151
H. Post Office & Civil Service| 1-16-67 | B-1'5151
S. Post Office& Civil Service.| 3-27-67 | B-125151
Within grade inCrease. -« ce..oovvmccccmcmcanns Sen. Ralph Yarborough. ... 10-11-66 | B-160137
Health benefits:
Qovernment liability for costs (90th S. 1065) - | S. Post Office& Civil Service | 4- 5-67 | B-119033
Waive recovery of contributions in equitable | 8. Post Office& Civil Service.| 3-16-67 | B-119033
situations (90th S. 1002).
Insurance: Increase in maximum (90th S. 271). | 8. Post Office& Civil Service.| 2- ¢-67 | B-119829
Involuntary resignation: Claim (90thH.R. 1642) | H. Judiciary................ 6-14-67 | B-160992
Leave:
Administrative: Hurricane danger (90th 8. | 8. Post Office& Civil Service | 4-1367 | B-118415
1157).
Agriculture county committee employees(sot! | 8, Post Office& Civil Service | 2- 9-67 | B-144565
S. 124).
Crediting mistake (90thH.R. 5853).......... H. Judiciary...........coc... 5- 4-67 | B-160050
BEEoSo 3 10 - Rep. Edward J. Patten...... 6-23-67 | B-161276
- Sen. Everett M. Dirksen_.... 9-30-6¢ | B-160050
Periods of receipt of employees’compensatior | Rep. Ed Reinecke.... ....| 10-4-6¢ | B-159173
Preservation (90th S. 1543)__. . .............. 8. Post Office& Civil Service| 613-67| B-132005
Sick: Creditable for retirement (§0th S. 759).. | S. Post Office& Civil Service | 4-18-67 | B-130441
Rep. Richard S. Schweiker.. [ 10-13-6¢ | B-160142
Training PUrPOSES.. « - .eeeemmaoaccnaaaccans H. Government Operations-. | 1-6 -67 | B-160200
Witnesses in State or privatelitigation (90thS | S. Post Office& Civil Service | 2-16-67 IB-67724
698). B-143939
Life insurance: Increase in benefits (30th S. 114). | S. Post Office& Civil Service | 3-1-67 | B-119829
Post differential overpayment (89th H.R. 17137)| H.Judiciary.............. _. | 11-9-66 | B-159959
Promotions:
Entitlement-— .ol et Rep. William 8, Mailtiard.... | 3-2761| B-160907
Erroneous (89thH.R. 15729).......7 0. ... H. Judiciary.......ccoo...... 9-20-66 | B-159512
Uniform policy (89th H.R. 17066)........_... H. Post Office% Civil Service.| 9-9-66 | B-101189
Quarters:
Erroneous payment (89th H.R. 17108) .. _._.. H. JudiCiary.aceeecevcmoaanas 11-1-6¢ | B-159949
Locally hired employee in Spain, allowance | H. Judiciary................. 3-8-67 | B-159212
(90th H.R. 5959).
Military Academy instructors, entitlement tc | S. Armed Services........... | 10~ 5-8¢ | B-152705
free quarters (89th H.R. 7973).
Recruitment of unskilled, etc., employees(90th | S. Post Office& Civil Service. | 4- 6-67| B-70896
S. 1361).
Restoration after military duty: Inequity be. | H.Post Office&Civil Service. | 2-17-67 | B~152107

277



REPORTS ON CONGRESSIONAL INQUIRIES

APPENDIX C-4

Subject

To ‘

Date

Reference
No.

Employees of the United States— Continned
Retirement:
Agriculture county committee employees
(90th 8. 125).
Annuities:
Increases:
Generally (80th 8. 521, 8. 112, 8. 844).....

Law enforcement employees (90th 8. 1439)
Recomputation (¢oth S. 115)...............
Reduction in annuity elimination due to

death of survivor (90th 3. 845).
Remarriage effect (90th S. 116, S. 1344).....

Firefighters engaged in hazardous duties (30th
8. 1607).
Flight instruction, etc., duty (90th 8. 1711)._.
Marriage period reduction for widows andfor
widowers (90th S. 1388).
Reemploy annuitants: Serviceinclusion (89th
S. 699, 90th 8, 1190).
Service Credits:
Employee having less than 6 years at time
of death (90th S. 1261).
Japanese ancestry—separation during World
War II (90th 8. 420).
Military Service........ooovvvviiniinnnns
State, etc., service (90th 8, 599, S. 848)......

Thirty years any age (80th 8, 101)..-....-..

Severance pay: Military service credit..........

Storage of household effects: Damages.-.--

Transportation and travel expenses:
Adequacy of rate. - .- cccoinimmmmaaia s
Entitlement under Pub. L. 89-516...........

Entitlement under Pub. L. 89-516 for em-
ployees transferred from Dallas to Fort
Worth (90thH.R. 1963).

Household effectScco oo mmeeiiieiiaaiaaaes

Indirect travel costs....ooceiceccamiaeinann,

Interview travel.

Offshore island employees, extra allowance
(89th H.R. 16713, 90th H.R. 6708).

Per diem increase (90th H.R. 7113)--ccemm---.

Relief for transfer expenses (89thH.R. 14608).

Relocation benefitseacccmvaamcmeamemmccceaan.

Separation in Alaskaeueeemcccmecmmocacccanas.

“Veterans” inclusion of service after July 1,1951
Employment Act amendment: Re productivi
capital investments (90th S. 314).
Erroneous payments waiver (90th H.R. 9163).....
Exchange Stabilization Fond: QAO Audit (90tt
H.R. 7661).
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8. Post Office & Civil Service..

3. Post Office & Civil Service..
S. Post Office & Civil Service. .
3, Post Office & Civil Service. .
8. Post Office & Civil Service..
S. Post Office & Civil Service..
8, Post Office& Civil Service-.

3. Post Office & Civil Service-.
S. Post Office & Civil Service..
8. Post Office & Civil Service.-

S. Post Office& Civil Service.-
3. Post Office & Civil Service..

H. Post Office & Civil Service-
3. Post Office & Civil Service.

3. Post Office & Civil Service.
3, Post Office & Civil Service-

Rep. Phillip Burton..........
8. Post Office & Civil Service-

S. Post Office & Civil Service-

Rep. Jack Edwards...........
Rep. Hervey G. Machen......

Rep. Joseph D. Tydings.-....
Rep. Harold D. Cooley..
Rep. F. Bradford Morse..
Sen. Frank E. Moss. ...
Rep. Hale Boggs..-----
Rep. James M. Hanley ..
Rep. Jim Wright. .
H. Judiciary..........o.o.....

Sen. E. L. Bartlett.veeacaen..
Rep. Joel T. Broyhill.....__.|
Sen. John J. 8parkman...
Rep. Charles S. Gubser..
H. Qovernment Operations. ..
H. Government Operations..-
H. Government Operations--.
H. Judiciary......oo.........J
Sen. Joseph D. Tydings

Sen. E. L, Bartlett.ccooo.o.._]

3. Post Office & Civil Bervice.d
8. Government Operations....

H. Banking & Currency.......

H. Judiciary. «eoceceoameoaaaae ‘

2- 9-67

3-17-67
4-14-67
4-19-67
5-16-67
2-15-67
4-10-67

2-15-67
4-26-67
5- 4-67

6-15-67
5-16-67

9-30-66
4-1067

4-20-67

3- 667

6- 9-67
3-16-67

3- 8-67

10~ 7-66
2-23-67

3- 367
8- 3-66
1- 6-67
4~ 6-67
4-13-67
5-18-67
1- 4-67
4- 467

9-27-66
22867
3-27-67

11-9-66
9- 9-66
32167
4-2867
7- 5-66

11- 866
6= 9-67
3- 967
22167

6-29-67
42867

B-125322

B-160792
B-130393
B-83477

B-160792
B-138504
B-138501

B-83477
B-83477
B-135003

B-161498
B-83477

B-138504
B-138504

B-161081
B-101036

B-161455
B-84843
[B-93671
[B-94946
B-157753
B-160793

B-160921
B-159733
B-160596
B-161044
B-161155
B-161338
B-153515
B-153515

B-160066
B-160837
B-161028
B-160250
B-153571
B-153571
B-5019
B-159111
B-160323
{B—160762
B-160066
B-88482
B-95072

B-47792
B-154506
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Subject To Date Reference
No.
FDIC: Access by GAO to bank examination re | Sen.John G. Tower..._.____. 2-24-67 | B-114831
ports.
Fees for special services: Deposit in special funds | S. Agriculture & Forestry.--. 72166 | B-142952

(89th S. 2821).

Financial statements: Filing with Comptroller | S. Rules & Administration... | 3-24-67 B-103987

General (90th 8. 313). B-130727

Fire research: Access to records suggested (90th | S. Commerce - -.ec-----.. 3-28-67 | B-160998

S. 1124,H R. 6637, H.R. 9305). H. Science & Astronautics.... 5-18-67 | B-160958

Fish and Wildlife:

Bank for fisherman’s cooperative associations| S. Commerce................. 10-13-66 | B-155929
(89th S. 3743).

Cooperative programs with States (90th S. 695) | S. CoOmmMerce .....-.occceu--. 2-20-67 | B-159522

Fees for foreignfishery permits (89th S.3793)... | S. Commerce........coocez... 10~ 566 | B-160024

Fish protemn concentrate (89th H.R. 16095, S. | H. Merchant Marine & 8- 4-66 | B-157922

2720). Fisheries.
Plants (90thH.R. 4775).. oo ooiieenn H. Merchant Marine & 3- 9-67 | B-157927
Fisheries.

Fishery Protection Act (90th S. 1472)........... S. COmMmMerce. ..oeeuuvueennen. 5-23-67 | B-147118

Fishing industry: Fleet replacement (90th S.| S. Commerce......occeeee---. 2-23-67 | E138589
681).

General Accounting Office: Supergrade require | S. Post Office& Civil Service. | 9-8-66 | B-130503

ments (89th S. 2363, 90th H.R. 10376). H. Post Cffie & Civil Service | 9- 8-66 | B-130503

H. Post Office & Civil Service | 6-13-67 | B-130503
General Supply Fund: Audit requirement repeal | H. Government Operations. . | 1-31-67 g:ﬁ%
Guam: Comptroller’soffice (90th S. 449)......... S. Interior & Insular Affairs. | 2-17-67 | E148674
Highways:

George Washington Memorial Parkway: Ap- | Rep. Thomas B. Curtis...... 7-2966 | B-159104
propriation availability for land acquisition.

Legality of withholding or impounding funds.. | H. Public Works............. 2-2467 | B-160891

8. Public Works--. 2-2467 | B-160891

State tax on contractors, sonstitutionality__._. H. Public Works. ........._.. 4 7-67 | B-159685

Housing:

Comprehensive Planning and Coordination | H. Government Operations-- | 5- 2-67 | B-146285
Act (90th H.R. 9154).

Insurance, FHA (90th S. 1249)................. S. Banking & Currency---.- 5-19-67 | B-114860

Premiums on insurance of mortgages on prop- | S. Banking & Currency..... | 6-30-67 | B-161481
erty owned by servicemen (g0th S. 1721).

Indians:

Confederated Salish and Kootenai Tribes of the | Rep. Arnold Olsen 9-3W6 | E-150731
Flathead Reservation: Judgment Fund avail- | 7777
ability.

Preferential status of Indian corporations in | Sen. Robert F. Kennedy..... &-15-67 | B-161000
contracting.

Inspection and quarantine services: Flat fee | S. Commerce ... .ocucmen.an 6-12-g7 | B-140168

(90th S. 1537). B-142318

Intergovernmental relations:

Comprehensive Planning and Coordination | H. Government Operations-. | 5- 4-67 | B-146285
Act (90th H.R. 8965).

Intergovernmental Cooperation Act (89thH.R. | H. Government Operations.. | 9-16-66 | B-146285
16655; 90th H.R. 599, S. 698; 90th H.R. 5523, | H. Government Operations-- | 2-27-67 | B-146285
5524,5525,5770; $0th S. 799). 8. Government Operations... | 4-20-67 | B-146285

H. Government Operations.. | 4-2667 | B-146285
S. Government Operations._. | 6- 1-67 | B-146285

Intergovernmental Coordination and Uniform | H. Government Operations-. 2-17-67 | B-146285
Relocation Act (90th H.R. 624).

Intergovernmental Personnel Act (89th 8. 3408). | 8. Government Operations.-- | 8-16-66 | B-157936

11- 9-66 | B-157936
279
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Subject To Date Reference
No.
Intergovernmental relations=Continued
Intergovernmental Personnel Exchange Act | S. Government Operations-.. 42867 || B-157936
(90th S. 699).
National Intergovernmental Affairs Council | H. Government Operations.. | g 7-67 || B-83433
(90th H.R. 5149), B-95929
Review of Federal Grant-in-aid programs (90th | S. Government Operations-.. 3-13-67 |\ B-146285
S.458,S. 735, H.R. 8194). S. Government Operations... | 4-20-67 | B-146285
H. Government Operations.. 5-18-67 | B-146285
Interoceanic Canals Cemmission (90th H.R. 571, | H. Merchant Marine & Fish- | 3-15-67 | A-60428
H.R. 2148 H.R. 6791). eries.
H. Merchant Marine & Fish. | 3-30-67 | A-604%
eries.
Interstate Commerce:
Attorneys’ fees, recovery (90th S.858). ......... S. Commerce .............. 2-24-67 | B-120670
Carrier property: Tax assessment prohibition | S. Commerce..-.. _| 3-20-67 | B-158648
(90th S. 927).
Exemption for certain kinds o transportation | S. Commerce................. 2-13-67 | B-140217
(80th S. 756).
Exemption from pooling agreements (90th 8. | S. Commerce.........c....... 3- 7-67 | E135036
755).
Moto)r Camers: Joint rates & through service | S. Commerce................ 2-27-67 {8'8974?
(90th &, 751). B-142070
Railroads:
Passenger service discontinuance (90th S. 512,| 8. Commerce..........c...... 2-10-67 | B-139052
S. 1175, S. 1685).
S. Commerce.,.....o.oooo... 3-16-67 | B-139052
S. Commerce...... SR 5-16-67 | B-139052
Safety requirements (89th 8. 3634, S. 526, S. | S. COMMErCe «caveeeaemeann-. 8- 8-66 {B—]_l3944
. 113014
8, Commerce .oveovoomcaoe. 2-6-67 B12336
B-113944
8. COMMErce .cveenneeneunns 2-10-67 B123346
Revocation of operating permits: Uniform pro- | 8. Commerce ................ 2-23-67 | B-131012
cedure (90th S. 753).
Section 22, revision (90th 8. 754, S. 1174, H.R. | S. COmmerce.....oc...oo.... 4-14-67 | B-97532
6534), 8. COmMmerce e ovueenao.. 4-14-67 | B-108119
H. Interstate & Foreign 4-14-67 | (B-97532
Commerce. B-108119
Transportation by Agriculture cooperatives for | S. Commerce................ 3-21-67 | B-130800
nonmembers (90th S. 752).
Water carrier exemption for bulk commodities | 8. Commerce................ 5~ 4-67 | B-119232
(90th S. 1314).
Leases: FNMA procedures in Dallas.__......... Rep. Wright Patman._...... | 6-20-67 | B-161531
Rep. Joe Pool.__.____......_. 6-29-67 | B-161531
Lobbying:
Regulation:
Administrative Procedures Act: Applicability | Joint Comm. on Organizatior | 3- 2-67 | B-129874
(90th S. 355). o Congress.
Transfer o functions from Congressto GAO | Joint Comm. on Organizatior | 3- 9-67| B-129874
(90th S. 609). o Congress.
Review of certain activities. . .................. Rep. William H. Ayres._.._. 4 3-67 | B-160214
Manpower: Secientific & engineering utilization | H. Government Operations.. 44C67 | B-157936
(90thH.R. 312).
Maritime:
Accounts of proposed increases (80th 8. 705)_... | 8, Commerce.. ............... 2-1367 | B-97278
Advance payments to prevent foreclosure on in- | H. Merchant Marine 2-21-67 | B-141104
sured ship mortgages (90th H.R. 3151). & Fisheries.
Authorization of funds (90th H.R. 158, H.R. | H. Merchant Marine 3-15-67 | B-146473
840). & Fisheries.
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NO.
Maritime—Continned
Commercial bill of lading use under Sec. 901, | H. Merchant Marine 3-23-67 | B-150556
Merchant Marine Act, 1936 (90th H.R. 165). & Fisheries,
Fees for documents (89th 8. 3401)- .. ._....._.__. 8. Commerce................. 7-22-66 | B-97285
Independent Federal Maritime Administration: | 8, Commerce..._...._........ 4-14-67 | B-127578
Creation (90th S. 1363).
Merchant Marine development (90th H.R. 161).| H. Merchant Marine 5- 2-67 | B-123885
& Fisheries.
Nuclear powered merchant ship construction, | X. Merchant Marine 2-20-67 | B-124032
access to records suggested (90th H.R. 160, A Faheries.
H.R. 3811, S. 508). H. Merchant Marine 3- 6-67 | B-124032
A Fisheries.
3. Merchant Marine 3- 6-67 | B-124032
A Fisheries.
Personal Service salaries (90th H.R. 6422, S. | H. Merchant Marine 4 14-67 | B-75335
1669). A Fisheries.
8. Commerce.. ...._.._....... 5-16-67 | B-75335
Subsidies:
Great Lakes vessels (90th H.R. 498, H.R. | H. Merchant Marine & E- 9-67 | B-138589
9581). Fisheries.
H. Merchant Marine & 6-21-67 | B-138589
Fisheries.
Operating differential reduction-___........ Jomnt Economic Committee.. | 10-14-66 | B-159245
Transportation between U.8. and Alaska | S. Commerce..........____... M0-67 | B-123860
through Canada (90th 8. 292).
Marshals: Appointments (90th S. 1277)....... ___ | 8. Post Office & Civil Serv- 4-26-67 | B-126901
ice.
Mint Bureau: Financing (90th 8. 1156)...-...... 8. Banking & Currency..... | 4-21-67 | B-114877
National Aeronautics and Space Administration:
Bidder responsibility determination and invi- | Sen. Clinton P. Anderson..-. 10~-17-66 | B-159671
tation cancellation.
Inspector of programs (90th H.R. 4473).-.......| H. Science & Astronautics.. 2-21-67 | B-152280
National Guard: Technicians: Statusclarification | S. Armed Services....._.._... 4-08-67 | B-137506
(90th H.R. 2). B-162420
National Parks: Private Corporation for gifts | 8. Interior & Insular Affairs 9-12-6¢ | B-159890
(89th 8. 3676).
National Science Academy: Establishment (90th | H. Science & Astronautics... 2-1367 | B-142768
H.R. 1185).
Office of Economic Opportunity: Appropriation | Rep. Melvin Laud._...____.. 9-26~66 | B-160076
use for telegrams. Rep. Dave Martin___._..___. 9-26-66 | B-160076
Open beaches study. . —ocoomooeoomameiaaos, Rep. Bob Eckhardt... . 4- 5-67 | B-160677
Passports: Standards, fees, etc. (89th S. 3377)..... S. Foreign Relations......__. | 7- 566 | B-13986t
Patents:
Procurement 0f patent licenses (90th H.R. 2898)..| H. Government Operations. 3-14-67 | B-140660
Use by Qovernment:
Award to lowest bidder ... ... . Rep. William B. Widnall._.. | 6-14-67 | B-136916
Infringement.___...._. Rep. Richard S. Schweiker.. 1-16-67 | B-160430
Rights. . e H. Government Operations . | 12-20-66 | B-133386
Peace corps:
Legal eXpenses. - o oo Rep. Walter B. Jones. ....... 6-28-67 | B-145883
Procurement procedures. ..........___... __---.| Sen. Ernest Gruenmg_______. 6-20~67 | B-161724
Personal injuries: Attorney procedures & fees... | Sen. E. L. Bartlett...._..___. 3-10-67 | B-124046
Personal properfy: Unclaimed, escheat to States | S. Qovernment Operations.-. 9-19-6€ B-75509
(89th S. 3503). B-155197
Personal services: Contractingont v. Government | 8. Government Operations. - 4-14-67 | B-146824

personnel White Sands Missile Range contract.
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Postal matters:
Contrects: Exclusion of mail transportation | 3, Post Office & Civil Service.| 6-29-67 | B-78175

contracts from Service Contract Act (90th S.

1703).

Parcel post rate adjustment: Propriety of | 3. Post Office& Civil Service.| $- 1-66| B-108245
petitioning 1.C.C. during congressional con-

sideration (89th H.R. 14904).

Postage rate adjustment (90th S. 1488, H.R. | 3. Post Office& Civil Service | §-12-67 [ B-101892

7977). E. Post Officed: Civil Service | 5- 8-67 | B-101892

Rural mail delivery: Extension (90th S. 50)..... 3. Post Office& Civil Service.| 3-15-67 | B-160782
Star route contracts:
Cost-of-livingadjustment (90th S. 118)._..._.. 3. Post Office& Civil Service | 3-10-67 | B-78175
Renewal (90th S. 1375). -« ccaecccceeen 3. Post Office& Civil Service | E-16-67 | B-78175
Postal Service:
Authority to relieve postmasters, etc., for losses | E. Post Office & Civil Service | 7-20-66 B-51593
(89th H. R. 15319). B-76594
Employees:

Compensation:

Adjustment entitlement. ... .......ocon. Sen. Walter F. Mondale...... 3-24-67 | B-160034

Rep. Byron G. Rogers. ..._.. 6-27-67 | B-160034

Adjustment relief (90th H.R. 6314)....__.... E. Judiciary... ..ot 3-14-67 | B-161070

GAO SeIVICe oo, H.Post Office& Civil Service | 9-29-66 | B-132135

Minimum wages, bonds, etc., for employees | 8. Post Office & Civil Service | 2-14-67 | B-139657

of contractors (30th S. 553).

Overtime, etc. (90th S. 1761)- <« ceemmrmccaa-. S. Post Office & Civil Service | 6-20-67 | B-94942
Leave: Military - oo Rep. John O. Marsh, Jr...... 11- 8-66 | B-160304
Reclassification of positions (90th 8, 854, 8. [ S. Post Office& Civil Service | 4-10-67 | B-99833

278, S. 1294, 5.1634). S. Post Office & Civil Service | 4-10-67 | B-99833

8. Post Office & Civil Service | 4-28-67 | B-99833
S. Post Office & Civil Service | 5- 4-67 | B-99833
Retirement ereditu. veeecesmemcemnnneennnnen- Rep. Frank M. Karsten...... 1- 4-67 | B-160551
Travel expense debt relief (90th H.R. 1758).. [ E. Judiciary--ccceccooooeoee 3-21-67 g"ﬁg‘gg
Post OfficeDepartment: Lease authority, long' [ S. Public Works...c......... 3-17-67 | B-153129
term (90th S. 1039).
Private firms: Using U.S. symbols.. ............. Rep. E. (Kika) de la &ma.- 3- 7-67 | B-160950
Private law: Other than named beneficiary en- | Rep. Bob Sikes _ 3-17-67 | B-158262
titlement (Private Law 89-443).
Procurement: Non-Government sourcesin lieu of | E. Qovernment Operations-. | 3- 1-67| B-18980
intergovernmental sources (90th H.R. 1489).
Property:
Private: Damage dueto Government activities. | Sen. Frank Church.......... 4-20-67 | B-161173
Public:

Conveyance:

To Hawaii (90thS. 406)...-ceemeemeane. S. Qovernment Operations..- 3-27-67 | B-156399

To Stockbridge—Munsee Community | H. Interior & Insular Affairs- [ 3- 9-67| B-147655

(90th H.R. 789).

Short-shelf life item disposal (89th S. 3328, | S. Qovernment Operations.-- 7-13-66 | B-133038
H.R. 15210, H.R. 16572;90th E.R. 645, S. | H. Qovernment Operations. = | 7-15-66 | B-133038
1717). H. Government Operations.. [ 3- 1-67| B-133038

S. Government Operations.-- | 6-26-67 | B-133038

Surplus:

Avallability to States, etc, enlargement of | S. Government Operations-.- | 10- 6-66 | B-101646
donable purposes (89th S. 2610, H.R. | H. Government Operations-- | 5-17-67 | B-101646
8211; 90th S. 878, H.R. 4501). S. Government Operations..- 5-12-67 | B-101646
H. Government Operations.- | 6-1267 | B-101646

Donation and/or sale to States, Indians, | H. Government Operations. - | 1-23-67| B-123344

firefighting, etc., organizations (90thH.R. | H. Government Operations.. 2-2367 | B-123844
610, H.R.1500).
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Property — continued
Public-Continued
Surplus— Continued
Donation to children's homes (90th H.R. | H. Government Operations.. 3-13-67 | B-130399
6513).
Donation to State Institutions of Florida | H. Government Operations.. 3-1367 | B-160823
(90th H.R. 3360).
Use for highest potential-.aeee_— oo Rep. Hastings Keith......... 3-21-67 | B-160866
Public debt retirement (90th H.R. 364, H.R. | H. Government Operations-- | 2- 8-67 | B-138524
3303}, H. Government Operations-. 2-21-67 | B-133524
Public Health Service:
Adult Health program (90thH.R. 1027)........ H. Interstate & Foreign 4-10-67 | B-74254
Commerce.
Community service (89th H.R. 15282).......... H. Interstate & Foreign 7- 6-66 | B-157924
Commerce.
Comprehensive Health Planning (89th S. 3008, | H. Interstate & Foreign 10-13-66 | B-157924
H.R. 18231). Commerce.
H. Interstate & Foreign 10-14-66 | B-157924
Commerce.
Hospital and medical facilities construction | H. Interstate & Foreign 3-27-67 | E-143181
(90th H.R. 991). Commerce.
Partnership for Health Amendments of 1967 | H. Interstate & Foreign 4-27-67 | B-157924
(90th H.R. 6418). Commerce.
Radio and television:
Candidates free time (90th 5.1548) ............. S. COMMErce. -oocomieaenanas 4-2767 | B-103018
Public educational television (90th S. 1160, H.R. | S. Commerce.....cco..ooooo-. 4-28-67 | B-131935
6736). H. Interstate & Foreign 6-21-67 | B-131935
Commerce.
Railroad retirement: Annuity reestablishment--- | Rep. Q. Elliott Hagan....... | 2-21-67 | B-160804
Research: Qeographical distribution (90th 8. | S. Labor & Public Welfare-- | 5- 4-67 | B-117219
Con. Res. 22).
Rural electrification:
Federal Electric Bank and Telephone Bank | 8. Agriculture & Forestry--- | 7- 8-66 | B-159202
(89th S. 3337).
Legality of loan to electric cooperative- .._.-.... 8. Appropriation - 8-31-66 g:gggg
Small business: Forest timber purchases........ | Sen. Warren Q. Magnuson... | 1-18-66 | B-159944
Rep. Lloyd Meeds 1-18-66 | B-159944
Social programs (20th H.R. 10261)-eecrmmcmmcmann. E. Government Operations-. | 6-13-67 | B-160932
States:
Cigg)%;cts. Northeast Rail Authority (90th S. 3, COMMErCe oo 6-20-67 3:139052
Taxes:
Municipal utility charge .o __________. Rep. Joe D. Waggonner._.... 3-13-67 | B-160936
Payments in lieu of taxes (90th H.R. 6375, | E. Qovernment Operations-. | 3-10-67 | B-115764
H.R. 4241, 8. 826). E. Government Operations-. 2-15-67 | B-115764
3. Government Operations..- 2-15-67 | B-115764
Timber sales: Relief of Hood River County, | E.Judiciary 4-17-67 | B-161032
Oregon (90th H.R. 3165).
Transportation:
Carrier liability for lossand damage to property | Rep. Lindley Beckworth.._. | 2-20-66 | B-159553
in transit. Rep. Ray Roberts........... 3-27-67 | B-159553
Department: Elimination of provision for GAO | 3. Government Operations... | 0- 5-66 | B-71756
audit (89ths. 3010). E. Government Operations-- | 6- 5-66 | B-71756
Baoess freight charge refund, claim by motor | Sen. A. S. Mike Monroney-= | 9-9-66 | B-159855
carrier.
High speed ground transportation to Dulles, | 8. Commerce.........oc.oo.o. 1-20-67 | B-145276
etc. (90th S. 103).
Mass: Grant availability for buses for charter-.. | Rep. Bob Wilson-.-a_---——-. 2- 7-66 | B-160204
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No.
Transportation—Continned
Motor earrier claim for storage and household | Rep. Lionel Van Deerlin...-.. 5- 9-67 | B-161157
goods delivery.
Motor carriers’ entitlement to payment for | Rep. Hastings Keith........_. 3-14-67 | B-158405
shipment of household goods.
Ocean freight procurement (90th H.R. 165) ... | H. Merchant Marine & 5-29-67 | B-150556
Fisheries.
Overcharge recovery from carrier............... Sen. Thomas H. Kuchsl..___. 3-27-67 | B-159103
Requirements for Yukon River Resupply | Sen. Ernest Gruening......... 6~ 9-67 | B-154645
Program.
User charges: Services under vessel inspection | 8. Commerce...c..  .c.o_._. 6-22-67 | B-135384
laws (90th 8. 1907). T
TUser fees: Regulatory agencies (90th H.R. 1451). | H. Interstate & Foreign 5-16-67 | B-145252
Comimetce.
USIA: Appropriation availability for tours of | S. Foreign Relations.......... 9-23-66 | B-159983
foreign newsmen.
Vehicles:
Eiectric: Rasearch—access to records (90th | 8, Commerce....ccceeeeaannn. 2- 6-67 | B-159993
8. 453).
Guvernment-owned:
Air conditioning units (80th H.R. 10085) __... H. Oovernment Operations-.. | 6-28-67 | B-131418
Insurance for operation in foreign countries | H. Oovernment Operations.-. | 5-17-67 | B-140401
(90t H.R. 9380).
Vessels:
Hydrofoil craft (90th H.R. 8460) .- ccccceaeen H. Merchant Marine & 6-22-67 | B-142187
Fisheries.
Naval: Buy American Act restriction (90th | H. Public Works- - ceuccee. 3-22-67 | B-125190
H.R. 4475).
Seizure by foreign countries, payment (89th | S. Commerce.................. 7-19-66 | B-108007
S. 3499).
Veterans: Home loan default..................... Sen. Peter H. Dominick...... 10~ 4-66 | B-159869
Virgin Islands: Comptroller’s office: Review by . . B-58303
GAO on other than annual basis (90th 8. 450). 8. Interior & Insular Affairs....|  2-17-67 B-135087
Voluntary services: Payment (90th H.R. 1884).__ | H. Judiciary.................. 5- 4-67 | B-160800
Water pollutioncontrol:
Coverageof aCt-. . oceceeeriiiimeaeaaaaaaanan Rep. William S. Mailliard ....| 4-14-67 | B-160882
Discharge of solid wastes: Dual jurisdiction | H. Public Works. ............ 2-23-67 | B-135945
(90th H.R. 494).
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PRIME CONTRACTORS AND SUBCONTRACTORS AT WHICH CONTRACT
AUDIT WORK WAS PERFORMED DURING THE HSCAL YEAR 1967

Examination is made of selected financial aspects of the contracts.

Reports are not issued on each audit.
CIVIL DEPARTMENTS AND AGENCIES

Department of Commerce

Alaska Steamship Co., Seattle, Wash.

American Mail Line, Seattle, Wash.

American President Line, San Francisco,
Calif.

Columbia Steamship Co. Portland, Oreg.

J. J. Tennant Co., Portland, Oreg.

Matsen Navigation Co., San Francisco,
Calif.

Pacific Far East Lines, San Francisco,
Calif.

States Steamship Co,
Calif.

Weyerhauser Line, San Francisco, Calif.

San  Francisco,

Department of the Interior and Corps of
Engineers (Cizit Functions)

Collins Radio, Dallas, Tex.
Department of Labor

American
Calif.

Chicago Transit Authority, Chicago, Il

Del Paso Heights Businessmen’s Commit-
tee, Inc., Sacramento, Galif.

Douglas Aircraft Co., Inc., Long Beach,
Calif.

Lockheed Shipbuilding and Construction
Co., Seattle, Wash.

Los Angeles Joint Custodial Maintenance
Council, Los Angeles, Calif.

Manhattan and Bronx Surface Transit
Operating Authority, New York, K.Y.
New York City Transit Authority, New

York, N.Y.
Northrop Corp., Hawthorne, Calif.

Airlines, Inc., Los Angeles,

Department of Transportation

Meredith & Grew, Boston, Mass.
Raytheon Company, Component Division,
Lexington, Mass.

Agency for International Development

J. & M. Adriaenssens, Antwerp, Belgium

Raymond - Morrison - Knudsen)/Brown -
Root-Jones (RMEK-BRJ), San Bruno,
Calif.

Walter Kidde Constructors, Ine., New York,
N.X.

Atomic Energy Commission

Allis Chalmers Nanufacturing Co., Be-
thesda, Nd.

Allis Chalmers Nanufacturing Co., Genoa,
wis.

Allis Chalmers Manufacturing Co., Green-
dale, Wis.

Allis Chalmers Manufacturing Co., West
Allis, Wis.

Associated Universities, Inc., Brookhaven
National Laboratory, Upton, N.Y.

Bendix Corp., Kansas City Division, Kan-
sas City, Mo.

Big Chief Drilling Co., Oklahoma City,
Okla.

Chicago Bridge and Iron Co. (subcontrac-
tor), Chicago, 111,

Cleverdon, Varney & Pike (subcontractor),
Boston, Mass.

Dow Chemical, Inc., Rocky Flats. Colo.

General Dynamics Corp., General Atomic
Division, San Diego, Calif.

General Electric Co., San Jose, Calif.

General Electric Co, Knolls Atomic Power
Laboratory, Schenectady, N.Y.

Mallinckrodt Chemical Co., Weldon Spring,
Mo.

Mason and Hanger-Silag Nason Co., Ama-
rillo, Tex.

Massachusetts Institute of Technology,
Cambridge, Mass.

Maxon Construction Co., Inc. (subcontrac-
tor), Dayton, Ohio.

Nueclear Fuel Services, Inc., Erwin, Tenn.

Nuelear Materials and Equipment Corp.,
Apolle, Pa.

Phillips Petroleum Co., Idaho Falls, Idaho.

Pittsburgh Piping and Equipment Co. (sub-
contractor), Pittsburgh, Pa.

Princeton University, Princeton, N.J.

Reynolds Electrical and Engineering Co.,
Inc., Las Vegas, Nev.

Royal Industries, Inc., Engineered Prod-
ucts Division (subcontractor), Pasa
dena, Calif.

Sandia Corp., Albuquerque, N. Mex.

Sargent and Lundy, Ine. (subcontractor),
Chicago. IlL

Sylvania Electric Products, Hicksville, N.Y.
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Union Carbide Corp.,
Oak Ridge, Tenn.
University of California, Lawrence Radia-
tion Laboratory, Berkeley, Calif.

University of California, Lawrence Radia-
tion Laboratory, Livermore, Calif.

University of Chicago, Argonne National
Laboratory, Idaho Falls, Idaho.

University of Chicago, Argonne National
Laboratory, Lemont, IIl.

Wackenhut Services, Inc., Coral Gables,
Fla.

Westinghouse Electric Corp., Astronuclear
Laboratory (subcontractor), Large, Pa.

Westinghouse Electric Corp., Atomic
Power Division (subcontractor), Ches-
wick, Pa.

Westinghouse Electric Corp., Bettis Atomlc
Power Laboratory, Pittsburgh, Pa.

Nuclear Division,

General Services Administration

Altenhof and Bown, Pittsburgh, Pa.
Elwood Tower Associates, Pittsburgh, Pa.

National Aeronautic8 and Space
Administration

Aerojet-General Corp., Nimbus, Calif.
Ball Brothers Research Corp., Boulder,
Colo.
Beckman
Calif.

Boeing Aircraft Co., New Orleans, La.

Brown Engineering Co., Huntsville, Ala.

Chrysler Corp.,, New Orleans, La.

Electronics Associates, Inc., West Long
Branch, N.J.

General Electric Co.. Bay S8t. Louis, Miss.

Grumman Aircraft Engineering Corp.,
Manned Spacecraft Center, Bethpage,
N.P.

Hayes International Corp., Birmingham,
Ala.

Kaiser Bngineers, Division of Kaiser In-
dustries Corp., Oakland, Calif.

Ling-Temco-Vought, Inc., Kennedy Space
Center, Fla.

North American Aviation, Inc.. Rocketdyne
Division, Canoga Park, Calif.

North American Aviation, Inc., Space Di-
vision, Downey, Calif.

North American Aviation, Inc., Space Di-
vision, Seal Beach, Calif.

Pbilco-Ford Corp., Pale Alto, Calif.

Sperry Rand Corp., Huntsville, Ala.

Technicolor Corp., Kennedy Space Center,
Fla.

Trans-World Airlines, Ine., Kennedy Space
Center, Fla.

Instruments, Ine., Fullerton,
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Wackenhut Corp. (subcontractor), Ken-
nedy Space Center, Fla.
Wyle Laboratories, Huntsville, Ala.

National Scienoe Foundation

Association of Universities for Research in
Astronomy, Inc., Tucson, Arlz.

Brown and Root, Ine., Houston, Tex.

Honeywell, Inc. (subcontractor), West
Covina, Calif.

University Corporation for Atmospheric
Research, Boulder, Colo.
Woods Hole Oceanographic

Woods Hole, Mass.

Institute,

Office of Economic Opportunity

Burroughs Corp., Omaha, Nebr.

Consolidated American Services, Inc.,
Washington, D.C.

Litton Systems, Inc., Camp Parks, Pleasen-
ton, Calif.

Pinellag County Board of Public Instruc-
tion, St. Petersburg, Fla.

Training Corporation of America, Inc.,
Excelsior Springs, Mo.

University of Oregon, Tongue Point, As-
toria, Oreg.

Webster College. St. Louis. Mo.

Wichita State University, Wichita, Kans.

U.8. Civil Service Commission

Associated Hospital Service (subcontrac-
tor), New Pork, N.Y.

Blue Cross-Blue Shield of Alabama (sub-
contractor), Birmingham, Ala.

Group Hospitalization, Inc. (subcontrac-
tor), Washington, D.C.

United Nedical Service, Ine. (subcontrac-
tor), New Pork, N.Y.

MILITARY DEPARTMENTS

Adams Associates, Cambridge, Nass.

Aerodex, Inc., Miami, Fla.

Aerojet-General Corp., EI Monte. Calif.

Aerojet-General Corp., Nimbus, Calif.

Aerojet-General Corp., Azusa, Calif.

Air Viet Nam and Continental Air Serv-
ice Joint Venture, Saigon, Vietnam

A. J. Industries, Inc., Sargent-Fletcher Co.
Division, EI Monte, Calif.

Aluminum Co. of America, Pittsburgh, Pa.

American Electric Co., Paramount, Calif.

American Electronics Laboratory, Colmar,
Pa.

American Machine and Foundry Corp. (sub-
contractor), Brooklyn, N.Y.
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American Machine and Foundry Corp.,
Pork, Pa.

American Manufacturing Co., Fort Worth,
Tes.

American Shipbuilding Co., Lorain, Ohio

American Telephone and Telegraph Co,
New Pork, N.T.

Andrea Radio Corp. (subcontractor), Long
Island City, N.Y.

Applied Technology, Inc., Palo Alto, Calif.

Arde, Inc., Huntsville, Ala.

ARO, Inc., Tullahoma, Tenn.

Arco Corp., Lycoming Division, Stratford,
Conn.

Avco Corp., Ordnance Division, Richmond,
Ind.

Avco Corp., Yilmington, Mass.

Avondale Shipyards Inc., Westwego, La.

Eaifield Industries Inc., Dallas, Tex.

Beech Aircraft Corp.. Wichita, Kans.

Bell Helicopter Co., Fort Worth, Tex.

Bell & Horn-ell Co., Chicago, I1l.

Bell Telephone Laboratories, Whippany,
N.J.

Bendiz Corp., The, Teterboro, N.J.

Bendix Corp., The, Field Engineering Divi-
sion, Owings-Mills, Md.

Bendix Corp., The, Radio Division, Tow-
son, Md.

Bermite Powder Co., Saugus, Calif.

Bethlehem Steel Corp., Quincy, Mass.

Birdsboro Armorcast, Inc., Birdsboro, Pa.

Blue Cross Association, Chicago, Ill.

Boeing Co., The, Seattle, Wash.

Boeing Co., The, Yertol Division, Norton,
Pa.

Boeing Co., The, Wichita, Kans.

Boland Machine & Manufacturing Co., Inc.,
New Orleans, La.

Borg-Warner Corp., Ingersoll Products
Division, Chicago, Ill.

Bowen-McLaughlin-York, Inc., Pork, Pa.

Brown Engineering Co., Huntsville, Ala.

Buck Kreihs Co., New Orleans, La.

Burroughs Corp., Paoli, Pa.

Cadillac Gage Co., Warren, Mich.

California Institute of Technology, Pasa-
dena, Calif.

Cameron Iron Works, Houston, Tex.

Catalytic Construction Co., Philadelphia,
Pa.

CCA Electronics, Glouecester, N.J.

Cessna Aircraft Co., Wichita, Kans.

Chamberlain Corp., Scranton, Pa.

Chamberlain Manufacturing Corp., Water-
loo, lowa

Cleveland Pneumatic Tool Co., Cleveland,
Ohio

Collins Radio Co., Dallas, Tex.

Colt Industries, Inc., West Hartford, Conn.

Construction Limited, Bordentown, Pa.
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Continental Motors Corp., Muskegon. Mich.

Controls for Radiation, Inc., Cambridge,
Mass.

Cornell Aeronautical Laboratory, Buffalo,
N.Y.

Cornell and Company, Woodbury, N.J.

Curtiss-Wright Corp., Woodbridge, N.J.

Cutler Hammer, Inc., Airborne Instruments
Laboratory Division, Deer Park, N.Y.

Dalmo Victor Co. (subcontractor), Bel-
mont, Calif.

Dewey, G. C., Corp., New Tork, N.T.

Dillingham-Zachry-Kaiser (DZK), Bang-
kok, Thailand

Dillingham-Zachry-Kaiser
Bruno, Calif.

DuPont, E. I., Co., Wilmington, Del.

Electronic Communications, Inc., &t. Pe-
tersburg, Fia.

Emerson Electric Co., St. Louis, Mo.

Eureka Williams Co.. Bloomington, III.

Fairchild Camera and Instrument Corp.,
Syosset, Long Island, N.T.

Fairchild-Hiller Corp., Republic Aviation
Division (subcontractor), Farmingdale,
Long Island, N.Y.

Federal Cartridge Corp., Minneapolis, Minn.

Fiberite Corp. (subcontractor), Winona,
Minn.

Firestone Tire and Rubher Co., Akron, Ohio

FMC Corp., SanJose, Calif.

FMC Corp., Northern Ordnance Division,
Minneapolis, Minn.

Ford Motor Co., Philco Corp. Division,
Palo Alto, Calif.

Ford Motor Co., Philco Corp. Division,
Philadelphia, Pa.

Foreston Coal Export Corp., New Pork,
N.T.

Fruehauf Trailer Co., Detroit, Mich.

General Dynamics Corp., Electric Boat Di-
vision, Groton, Conn.

General Dynamics Corp., Fort Worth, Tex.

General Dynamics Corp., General Dynam-
ies/Convalir Division, San Diego, Calif.

General Dynamics Corp., General Dynam-
ies/Pomona Division, Pomona, Calif.

General Electric Co., Electronics Division,
Pittsfield, Mass.

General Electric Co., Evandale, Ohio

General Electric Co., Johnson City, N.T.

General Electric Co., Flight Propulsion Di-
vision. Lynn, Mass.

General Electric Co.,, Instrument Depart-
ment, Lynn. Mass.

General Electric Co., Medium Steam Tur-
bine Gear and Generator Department,
Lynn, Mass.

General Electric Co., Schenectady, N.T.

General Electric Co.,, Syracuse, N.Y.

General Electric Co., Utica, N.Y.

(DZK), San
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General Electric Co., Missile and Space Di-
vision, Valley Forge, Pa.

General Motors Corp., Allizson Division,
Cleveland, Ohio

General Motors Corp., Allison Division, In-
dianapolis, Ind.

General Precision Inc., Link Group Sys-
tems Division, Binghampton, N.Y.

General Telephone and Electronics Corp..
Sylvania Electronics Systems, Needham,
Mass.

General Telephone and Electronics Corp.,
Sylvania Electronics Systems, Waltham,
Mass.

General Tire and Rubber Co. (subcontrac-
tor), Mogadore, Ohio

Gichner Mobile Systems, Inc., Beltsville,
Md.

Grumman Aircraft Engineering
Bethpage. Long Island, N.Y.

Harvey Aluminum, Inc., Torrance, Calif.

Hazeltine Carp. (subcontractor), Green-
lawn, Long Island, N.Y.

Hercules, Inc., Magna, Utah

Hercules, Inc., DeSoto, Kans.

Hercules, Inc., Wilmington, Del.

Holston Defense Corp., Kingsport. Tenn.

Honeywell, Inc., 8t. Petersburg, Fla.

Horne Brothers, Inc., Newport News, Va.

HRB Singer, Inc., State College, Pa.

Hudson Institute, The, Harmon-on-Hudson,
N.Y.

Hughes Aircraft Co., Culver City, Cnllf.

Hycon Manufacturing Co., Monrovia, Calif.

Iceland Steamship Company, Reykjavik,
Iceland

Independent Miners, Pottsville, Pa.

Ingalls Shipbuilding Carp., Pascagoula.
Misg.

Instrument Systems Corp., Telephonics Di-
vision, Huntington. Long Island, N.Y.
International Business Machines Corp..

Armonk, N.Y.

International Telephone and Telegraph
Corp., Nutley, N.J.

Kaiser Aluminum and Chemical Carp., Bal-
timore, Md.

Kaiser Electronics Corp. (subcontractor),
Paln Alto, Calif.

Kaman Aircraft, Bloomfield. Conn.

Kelsey-Hayes, Heints Division, Philadel-
phia, Pa.

Koch, H., and Sons, Inc., Corte Madera,
Calif.

Eollmorgen Corp., Northampton, Mass.

Kollsman Instrument Corp.,, Elmhurst,
Long Island, N.Y.

Ling-Temco-Vought, Ine., Dallas, Tex.

Ling-Temco-Vougbt, Inc., Grand Prairie,
Tex.

Ling-Temco-Vought, Inc., Greenville, Tex.

Corp.,
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Little, Arthur D., Inc.,, Cambridge, Mass.

Litton Systems, Inc., Westrex Communica-
tions Division, New Rochelle, N.Y.

Litton Systems, Inc. (subcontractor),
Woodland Hills, Calif.

Lockheed Aircraft Carp., Narietta, Ga.

Lockheed Aircraft Service luc., Jamaica,
N.Y.

Lockheed-California Co., Burbank, Calif.

Lockheed Missiles and Space Co., Sunny-
rale. Calif.

LTV Aerospace Corp., Sterling Township,
Mich.

Martin-Marietta Carp., Denver, Colo.

Martin-Marietta Carp., Orlando, Fla.

Massachusetts Institute of Technology,
Lincoln Laboratories, Lexington, Mass.

McDonnell Co., St. Louls, Mo.

Menasco Manufacturing Co., Ft. Worth,
Tex.

Mitre Corp., Bedford, Mass.

Motorola Inc.. Military Electronics Divi-
sion, Chicago, IlI.

XNatiopal Presto Industries, Inc., Eau
Claire, Wis.

Newport News Shipbuilding and Dry Dock
Co., Newport News, Va.

New York Shipbuilding Corp., Camden, N.J.

Norris Industries, Ine., Vernon, Calif.

North American Aviation, Inc., Autonetics
Division, Anaheim, Calif.

North American Aviation, Inc..
Ohio

North American Aviation, Inc., EIl Seguudo,
Calif.

North American Aviation, Inc.,, Los An-
geles Division, Los Angeles, Callf.

North American Aviation, Inc., Rocketdyne
Division, Canoga Park, Calif.

North American Aviation, Inc., Rocketdyne
Division. McGregor, Tex.

North American Aviation, Inc., Space Di-
vision, Downey, Calif.

North American Aviation, luc., Tulsa, Okla.

Northrop Corp., Nortronics Division, Ana-
heim, Calif.

Northrop Corp., Nortronics Division, Nor-
wood, Mass.

Olin Mathieson Chemical Corp., Childers-
burg, Ala.

Olin Mathieson Chemical Carp., Saltville,
Va.

Pacific Architects and Engineers Inc., Sai-
gon, Vietnam

Pacific Car and Foundry Co. Renton,
Wash.

Pan American
Beach, Fla.

Perkin-Elmer Corp., Norwalk, Conn,

Philco Ford Corp., Aeronutronic Division,
Xewport Beach, Calif.

Columbus,

World Airways, Cocoa
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Phillips Petroleum Co., Bartlesville, Okla.

Phillips Petroleum Co., Borger, Tex.

Pioneer Aerodynamics Systems Inc., Pi-
oneer Parachute Co., Inc., Manchester,
Conn.

Pittsburgh Plate Glass Co. (subcontractor),
Barberton, Ohio

Radio Corp. of America, Cocoa Beach, Fla.

Radio Corp. of America, Defense Electronic
Products Division, Burlington, Mass.

Radio Corp. of America, Defense Electronic
Products, Division, Camden, N.J.

Radio Corp. of America, Electronic Data
Processing, Cherry Hill, N.J.

Radio Corp. of America, Harrison. N.J.

Raymond Engineering Laboratory, Middle-
town, Conn.

Raymond-Morrison-Enudsen/Brown-Root-
Jones (RMK-BRJ), Manila, Philippines

Raymond-Morrison-Knudsen/Brown-Root-
Jones (RNK-BRJ). Poro Point, Philip-
pines

Raymond-Morrison-Enudsen/Brown-Root-
Jones (RME-BRJ), Saigon, Vietnam

Raymond-Morrison-Knudsen/Brown-Root-
Jones (RMK-BRJ), San Bruno, Calif.

Raytheon Co., Missile Systems Division,
Andover, Nass.

Raytheon Co., Missile Systems Division.
Bedford, Nass.

Raytheon Co., Bristol, Tenn.

Raytheon Co., Lexington, Mass.

Remington Arms, Inc., Lake City, Mo.

Rohr Corp., Chula Vista, Calif.

Rohr Corp., Riverside, Calif.

Royal Industries, Inc., 8anta Ana, Calif.

Sanders Associates, Inc., Nashua, N.H.

Scoville Manufacturing Co., Waterbury,
Conn.

Shipping and Coal Company, Mannheim,
Germany

Shipping and Coal Company, Rotterdam,
Netherlands

Simplex Wire and Cable Co., Hydrospace
Division, Newington, N.H.

Skagit, The, Corp., Sedro Woolley, Wash.

SKF Industries, Inc., Philadelphia, Pa.

Sloan Construction Co., Greenville, N.C.

Smith,, A. O., Corp., Milwaukee, Wis.

Sparton Electronics Corp., Jackson, Mich.

Sperry Farragut Corp., Bristol, Tenn.

Sperry Rand Corp., Sperry Gyroscope Co.
Division, Long Island, N.Y.

Sperry Rand Corp., Univac Division, St.
Paul, Minn.

CONTRACT AUDITS

Sperry Utah Co., Salt Lake City, Utah

Studebaker Corp., Onan Division, Minne-
apolis, Minn.

Sylvania Electric Products, Ine., Mountain
View, Calif.

Texas Instruments Inc., Science Services
Division, Dallas, Tes.

Thiokol Chemical Corp., Brigham City,
Utah

Thiokol Chemical Corp., Bristol, Pa.

Thiokol Chemical Corp., Denville, N.J.

Thiokol Chemical Corp., Huntsville, Ala.

TRW, Inc., Redondo Beach, Calif.

TRW, Inec., Cleveland, Ohio

Tumpane Company, Ankara, Turkey

United Aircraft Corp., Hamilton Standard
Division, Windsor Locks, Conn.

United Aircraft Corp., Norden Division,
Norwalk, Conn.

United Aircraft Corp., Pratt & Whitney
Aircraft Division. Hartford, Conn.

United Aircraft Corp., Pratt & Whitney
Aircraft Division, West Palm Beach, Fla.

United Aircraft Corp., Sikorsky Aircraft
Division, Stratford, Conn.

United Boatbuilders, Inc., Seattle, Wash.

U.S. Time Corp., Waterbury, Conn.

United Technology Corp., Sunnyvale, Calif.

Utah-Martin-Day (UMD), Bangkok, Thai-
land

Utah-Sfartin-Day
Calif.

Vitro Laboratories, Silver Spring, Md.

Volt Technical Corp., New Pork, N.Y.

Walter Kidde Company, Tuy Hoa, Vietnam

Watkins-Johnson Co., Palo Alto, Calif.

Western Union Telegraph Co., New Tork,
N.T.

Westinghouse Electric Corp., Bettis Atomic
Power Laboratory, Pittsburgh, Pa.

Westinghouse Electric Corp., Defense and
Space Center, Baltimore, Nd.

Westinghouse Electric Corp., Plant Appara-
tus Division, Pittsburgh, Pa.

Westinghouse Electric Corp., Sunnyvale.
Calif.

Weston Instrument, Inc., Newark, N.J.

Wiltow Hill Industries (subcontractor),
Willoughby, Ohio

Wolf Research Corp., West Concord, Mass.

World Tool and Engineering Co. (subcon-
tractor), Minneapolis, Minn.

Wyman Gordon Co., Grafton, Mass.

Zeller Corp., Defiance, Ohio

(UMD), San Bruno,



DECISIONS AND OTHER LEGAL MATTERS

APPENDIX C-6

DECISIONS AND OTHER LEGAL MATTERS HANDLED DURING THE
FISCAL YEAR 1967

Assignment areas:

Appropriations and miscellaneous. .. . vv. v vn e 782
Civilian personnel . .....ooueiii i e i 825
(60 10% 41~ =T 1,453
Military pay and allowances. «........ ... cov. v innns Ceae 620
Transportation ... ueee e e e e 630
4,310
Private inqQUITIES, B1C. v vv' vttt e e e e e 323
10 4,633

LEGISLATIVE AND LEGAL REPORTS FURNISHED TO THE COMMITTEES OF THE CONGRESS,
MEMBERS CF THE CONGRESS, AND THE BUREAU OF THE BUDGET (INCLUDED IN THE
ABOVE STATISTICS ON DECISIONS AND OTHER LEGAL MATTERS)

T o the Committees of the Congress:

Legislative reports. wuuseevae et et innsssasnnnsssnnnnnnnns .. 530
Legal MattersS .uvuusvvessrrnnrnnsrsnrsnssnnssnssnnsnnssnnss 45
To Members of the Congress:
Legal Matters .ovuuieiiini i iisiaissisissassasassnsnnsnnss 174
749
Tothe Bureau of the BUdget. « v v vvvrervnttiiiirciiianarennannns 9%
LI 845
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ADJUDICATION



TRANSPORTATION STATISTICS

APPENDIX D-1

BILLS OF LADING AND TRANSPORTATION REQUESTS EXAMINED
DURING THE HSCAL YEAR 1967

Number | Amount paid

Number | Amount
Audit:
Bills OF 1ading - oo oo 5,628,38¢ | $1.174,828, 550 98,519| $13,099,863
Transportation requestS-......ooo.............. 2,045,651 723,541,634 14.491 943, 298
Totals

________________________________________ 8,574,04¢ | 1,898,670,184 113.010 | 14,043,159

APPENDIX D-2

TRANSPORTATION CLAIMS RECEIVED AND SETTLED DURING THE
FISCAL YEAR 1967

Settled
i On hand . On hand
Class of claims July 1, Received June 30,
1366 Number | Amount | Amount 1967
of clatms claimed allowed

Freight.___ .................. 13,403 19.6%4 22.081 | 85,933,892| $3.062.302 11,006
PasSeNger mem-coceeacamaaa-. 865 4111 4.052 | 81,048,820 | 80,831,133 924
TotalS- oo, 14,268 23,785 26,133' 86,982,712(183, 893, 435 11,930

t Includes allowance of $80,485,965 for Military Airlift Command movements audited before payment.
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TRANSPORTATION STATISTICS

APPENDIX D-3

TRANSPORTATION AUDIT AND COLLECTIONS, FISCAL YEARS 1958-67

Bills of Notices of
i lading and Amount overcharge issued Total
Fiscal year transports- paid collectionst
tion reguests
audited Number Amount
1058 e aicecemvcacicann .- 99,388  $33,890,833 $40,162,361
1059 o ecececeena- 10,829,724 2,001,198,613 84,515 26,307,784 29,535,058
8,942,516 1,826,979,997 88.580| 25,814,190 21, 544, 830
6,984,818 1,289,995,041 63,630 21,110,735 24,070,443
6,740,370| 1,185,694,946 78,003 29,392,962 28,159,888
7,114,879 1,320,208,498 77,833 13,146,399 15,959,913
7,309,834 1,332,550,920 73,251 11,362,179 10,499,464
6,811,821] 1,184,661,622 70,199 10,102,405 9,667,360
7,555,366| 1,474,220,901 86,970 10,694,257 8,494,453
8, 574,043| 1,898,670,184 113,010 14,043,159 12,963,744
0] -1 IO, 81, 491, 80415, 298, 065, 103 835,379] 195,864,0001 201,047,504

t Includes amounts eollected in our ndjudicntion of claims reported by other Government agencies.

APPENDIX D-4

TRANSPORTATION CLAIMS SETTLED DURING FISCAL YEARS 1958-67
Fiscal year Number of | Amount Amount
claims claimed allowed

29,085 | $12,228,687 $5,744,506

27,102 11,601,630 5,346,383

28,539 11,599,018 5,020,537

29,859 10, 106, 150 5,349,093

26,635 11,149,021 6,695,863

D PRI, 35,237 13,013,942 6,774,930

22,673 19,133,508 14,985,277

28,959 26,974,966 23,495,481

29,413 37,130,274 33,440,430

26,133 86,982,712 183,893,435

1572 U 283,635 | 239,919,908 | 190, 745, 93F

t Includes allowance of $80,485,965 for Military Airlift Command movements audited before payment
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APPENDIX E—GENERAL CLAIMS SETTLED DURING THE FISCAL
YEAR 1967

APPENDIX F—cOLLEGTIONS BY OR THROUGH THE EFFORTS
OF THE GENERAL ACCOUNTING OFFICE, 1958— 67
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COLLECTIONS

APPENDIX F

COLLECTIONS BY COR THROUGH THE EFFORTS OF THE GENERAL
ACCOUNTING OFFICE. 1958-67

{000 omitted]

Fiscal year General Transporta- General collatiadns’
audit tion audit claims

= $19,305 $40,162 37,424 $66,891
1959 - e e oo L 18,648 29,535 8,376 56,559
1960 14,661 21,545 7,233 43,439
1961 8,970 24,071 4,878 37,919
1962 oo ene ] 13,826 28,160 6,233 48,219
1963 8,679 15,960 4,528 29,167
1964 - e 10,257 10,499 6,410 27,166
1965 11,222 9,657 4,070 24.949
1966 - e 4,568 8,4% 4,129 17,192
3967 e 6,828 12,963 3,627 23,418

Q0] | 116,94 201,047 56,908 374,919




GENERAL CLAIMS SETT!

APPENDIX E
GENERAL CLAIMS SETTLED DURING THE FISCAL YEAR 1967

LED

Onhand | Received Settled On hand

Class of claims
July 1,1966 June 30,1967
Claims against the United States.. .................... 881 9,872 9,705 1.048
Claimsby the United States..cccceeveeveeveneenaao.. 36,792 21,774 32,208 26,358
37,673 31,646 41,913 27,406

Total general claims. . ... oo oo
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APPENDIX G—SUMMARX FINANCIAL SAVINGS ATTRIBUT-
ABLE TO THE WORK OF THE GENERAL ACCOUNTING OFFICE
IDENTIFIED DURING THE FISCAL YEAR 1967



COLLECTIONS AND OTHER MEASURABLE SAVINGS

APPENDIX G-1

COLLECTIONS AND OTHER MEASURABLE SAVINGS

[WO omitted]
* Other
| Collections | measurable Total
savings
DEPARTMESTS
ATMNY e e $1, 482 $10.526 $12. 008
N VY oo e 2,031 11.471 14.502
N T 0o (= N 751 20. 684 21,435
Defense.... 1,237 21. 559 22.796
Agriculture- oot 38 2.283 2.301
Army Corps of Engineers (civiliTnetions) ....oo....ooooooooidooiioi. 10 10
COMMEICE e e e e e e e e e e e e e e e e mmmmmmmm 7 638 645
Health, Education, and Welfare.....o.coooooceaeee. 722 1132 1.854
Housing and Urban Development - oo oo 411 411
{191 (T o] 15 3.370 3.385
Justice ... 1Y [, 1
12 o Yo | N IS 563 563
Post OffiCe - - i 1 83 84
State (including AID, Peace Corps,and USIA). 21 3.253 3.2i4
TranspPOrtation - o -« oo 230 36.850 37.080
TrEASUNY = e e e e e et et eeee e mmemeemmn ] 9 10.019 10.028
AGEXCIES

Atomic Energy Commission 30 42,19 42,724
Civil Service Commission 2 15 17
District of Columbia Government ... 1 31 32
General Services Administration ... 212 212
National Aeronautics and Space Administration -.__......_._. 10 318 328
National Science Foundation.. o.occoccocemcemcamaaes 1 39 40
Panama Canal Company ... 113 27 140
Railroad Retirement Board 39 39
Veterans Administration ... ..o ool 85 36 121
Legislative and other. ... oot 2 25 27

Total for audit of departments and agencies------------ - 6.828 | 166, 729 173, 557
Transportation audit oo oooooooe s 12,063 ' ... 12. 963
General claimswork —. oo 3,627 | e 3,627

0] -1 R 23, 418 ‘ 166,729 190. 147
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MEASURABLE SAVINGS

APPENDIX G-2
DETAILLS OF OTHER MEASURABLE SAVINGS

Details of other measurable financial savings including additional revenues attribut-
able to the audit work of the General Accounting Office during the fiscal year 1967,
totaling $166,729,000, are listed below. Approximately $21 million of the savings or
additional revenues are recurring in nature and will continue in future years. The
items listed consist of realized or potential savings in Government operations attribut-
able to action taken or planned on findings developed in our examination of agency
and contractor operations. In most instances, the potential benefits are based on esti-
mates and for some items the actual amounts to be realized are contingent upon future
actions or events.

Action taken or planned Istimated
Supply Management: savings
Savings in operating costs (estimated annual savings, $2,400,000)
and reduction in replacement costs (nonrecurring, $30,000,000)
resulting from Coast Guard’s reduction of its stated requirements

for high-endurance vessels . . . . .« . . .$32,400,000
Cancellation of plans to procure eqmpment in excess of needs

(nonrecurring) . . . 16,403,000
Excess ammunition recovered from m|||tary assmtance program

countries to satisfy other United States needs (nonrecurring) . 14,884,000
Cancellation of requisitions for unneeded “Hi-Valu” aeronautical

parts (nonrecurring) . . . 8,077,000
Redistribution of unneeded aeronautlcal materlal on hand overseas

to locations at which needed (nonrecurring) . . 5,273,000

Return of excess spare parts and support equipment from the Ko-
rean Air Force to United States control for redistribution or dis-

posal (nonrecurring) . 3,000,000
Avoidance of procurement through re|nstat|ng excess or obsolete

stocks (nonrecurring) . . 2,196,000
Avoidance of procurement through reductlon of requuements and

redistribution of inventories (nonrecurring) . . 2,100,000
Avoidance of procurement through inter-service transfer of |tems

urgently required (nonrecurring) . . 1,900,000
Avoidance of procurement by furnishing Government-owned |tems

to contractors (nonrecurring) . . 1,791,000
Avoidance of procurement through dlscovery of avallable |tems

(nonrecurring) . . . 1,623,000
Adjustment of prices under eX|st|ng contracts or proposed amend—

ments (nonrecurring) . . . . 1,483,000
Cancellation of plans to procure or repalr unneeded electronlc

equipment (nonrecurring) . . . 984,000
Procurement of less expensive items than pIanned (nonrecurrlng) 728,000
Return of excess spare parts and supplies from the Greek Air Force

to United States control for redistribution (nonrecurring) . . 579,000
Savings on recomputation of erroneous profit rate in a contract

(nonrecurring)  « & v 4k w e w e x w e e s 388,000
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Action taken or planned Estimated
. savings
Supply Management— Continued

Savingsfrom use of excess hardware resulting in cancellation of pur-
chase requisitions by Government contractor — National Aero-

nautics and Space Administration (nonrecurring) . . .. $318,000
Cancellation of outstanding requisitions for spare parts and support
equipment not needed to support the military assistance program

for the Korean Air Force (nonrecurring) . . 314,000
Savings through recovery of items preV|oust pIanned for dlsposal
(nonrecurring) . . 254,000

Savings realized from transferrlng materlal excess to Federal AV|a-
tion Administration requirements to Department of Defense
(nonrecurring) . 253,000
Cancellation of outstandlng reqU|s|t|0ns for spare parts WhICh were
not needed to support the military assistance program for the

Turkish Air Force (nonrecurring) . . . 227,000
Avoidance of procurement through reworkmg of oId |tems (non-
recurring) . . 183,000

Savings resulting from returmng to actlve |nventory certaln |tems
prematurely scheduled for disposal —General Services Adminis-

tration (nonrecurring) . . . 148,000
Savings through use of Governmentvehlcles |nstead of the contrac-
tors’ vehicles (nonrecurring) . . 114,000

Cancellation of outstanding requisitions for spare parts WhICh were

not needed to support the military assistance program for the

Greek Air Force (nonrecurring) . . . 88,000
Savings resulting from purchasing aviation gasollne through cen-

tralized Government procurement sources— Agriculture (esti-

mated annual savings) . . . . . . 86,000
Savings through competitive procurement of certaln smaII offlce

machines —Post Office Department (estimated annual savings) . 83,000
Savings through use of old configuration of an item instead of

repairing new configuration (nonrecurring) . . . . 64,000
Cancellation of unnecessary procurements of mess trays—GeneraI

Services Administration (nonrecurring) . . . 42,000

Reduction in procurement of supplies and reduced operatlng costs
due to increased utilization of radio program recordlng tapes

(estimated annual savings) . . 3,000
Other items—various agencies (estlmated annual savmgs $31000
nonrecurring, $52,000) . . . . . . . . . . . .. . 83,000

Payments to Government Employees, Veterans, and Other Individuals:

Savings resulting from termination of benefit payments to widow

beneficiaries who remarried —various agencies (estimated

annual savings) . . . . 66,000
Reduction in the rate of premlum compensatlon pald to flre pro-

tection personneI—Veterans Administration (estlmated annual

savings) . . . . . 12,000
Other items—various agenmes (estlmated annual savmgs $3 000
nonrecurring, $4,000) . . . . . . . . . . . .. . 7,000
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Action taken or planned
Loans, Contributions, and Grants:

Reduction of grants awarded to institutions of higher education
as a result of amending grant agreements to conform with the
provisions of approved State pIans—HeaIth, Education, and
Welfare (nonrecurring) .

Reduction in noncash grant-in-aid credlt for a publlc school—
Housing and Urban Development (nonrecurring) .

Reduction of grants as a result of adjustments for ineligible |tems
included in development cost—Health, Education, and Welfare
(nonrecurring)

Reduction in Federal flnanC|aI part|C|pat|on in the costof admlnls-

tering federally assisted public assistance programs—HeaIth,
Education, and Welfare (nonrecurring) . .

Withdrawal of a claim for noncash grant-in-aid credlt for an in-
eligible fire statlon—Housmg and Urban Development
(nonrecurring) . .

Utilization of computer services WhICh grantee had pald for but
had not planned to use —Health, Education, and Welfare (non-
recurring)

Reduction in Federal part|C|pat|on in the cost Of certaln Iand

to be used for a Federal-aid highway and a State park —Trans-
portation (nonrecurring)
Otheritems — various agencies (nonrecurrlng)

Interest Cost:

Changes in the Internal Revenue Code requiring self-employed
individuals to pay estimated self-employmenttaxes on a quarterly
basis rather than on an annual basis thereby making funds avail-
able to the Government at an earlier date and with resultant
savings in interest cost on Government borrowings— Treasury
(estimated annual savings, $5 million to $31 million)

Savings in interest costs resulting from changes in the Internal
Revenue Code establishing an interest-free processing period for
making refunds to taxpayers who delay filing their return under
granted extensions of time—Treasury (estimated annual
savings) .

Reduction in |nterest cost to the Government by deferrlng Unlted
States Treasury borrowings until funds are needed for disburse-
ment— Agriculture (estimated annual savings)

Savings in interest costs resulting from revised procedures for
advancing Government funds to Maritime Administration gen-
eral agents (estimated annual savings)

Imputed interest savings to the Government as a result orf prevent-
ing a 1-year delay in starting the repayment of an interest-free
Federal loan— Interior (nonrecurring) e

Interest savings to the Government because of establlshment cf
criteria resulting in disapproval of a small reclamation loan—
Interior (estimated annual savings)

Savings in interest charges realized by I|qU|dat|ng debt—Dlstrlctof

Columbia Stadium (nonrecurring) .
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$412,000

300,000

273,000

215,000

100,000

38,000

37,000
24,000

5,000,000

5,000,000

548,000

239,000

202,000

121,000

31,000
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Action taken or planned Estimated
. savings
Leasing and Rental Costs:
Savings through purchasing rather than leasing certain office

copiers— Atomic Energy Commission (estimated annual sav-

iNGS) + & v v v & v h e e e e e e e e e e s $81,000
Savings through utilization of a reduced-rate leasing plan for office

copying machines—Commerce (estimated annual savings) . . 72,000
Savings resulting from terminating contract for unnecessary equip-

ment— Transportation (nonrecurring) . « « « « « « . . 65,000

Savings resulting from other Government agencies terminating
more costly leases and utilizing space excess to Federal Aviation
Administration needs (estimated annual savings) . . . . . 36,000
Other items—variousagencies (estimated annual savings) . . . 14,000

Rental Income and Fees:

Establishment of fees for furnishing abstracts of medical records and

related services to private individuals and organizations — Health,

Education, and Welfare (estimated annual savings) . . . . 100,000
Additional revenue due to changes in rental rates and utility

charges for Government-owned quarters—various agencies (esti-

mated annual savings) . . .« .+ v 0 0 0 4 w4 99,000
Increased revenues to the Government resulting from charging air-

plane landing and parking fees at a Federal Aviation Admin-

istration-operated airport in Alaska (estimated annual savings) . 31,000
Other items—uvarious agencies (estimated annual savings) . . 19,000

Construction, Repair, and Improvement Costs:
Savingsin vessel construction costs by using Coast Guard personnel

rather than commercial contractor (nonrecurring) . . . . 130,000
Savingsin construction costs by using less costly material in certain
Coast Guard vessels (nonrecurring) . . . « « + « .« . 55,000

Manpower Utilization:
Reduction of manpower required to administer military assistance
program activities in a Far East country (nonrecurring) «e———— 700,000

Utilizationof US.-owned Foreign Currency:
Dollars rather than U.S.-owned foreign currencies were being used
unnecessarily to pay United States administrative expenses in
Korea. [The Agency for International Development reached
agreement with the Government of Korea to make increased
amounts of foreign currency available for this purpose beginning
in January 1967. AID officials estimate that a savings of
$3,150,000 will be realized in calendar year 1967 and that con-
tinuing savings will be realized in future years, depending on
the level of United States assistance and country-to-country
negotiations.] 3,150,000
Dollars rather than U.S.-owned foreign currencies were being used
for annual rental payments to Poland for space at the Poznan
International Fair (estimated annual savings)—————____.__ 100.000
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Action taken or planned Hstimated

. savings
Transportation:

Savings through use of airlift service instead of airmail for overseas

military mail (estimated annual savings) .- __.______ $1,128,000
Elimination of overseas transportation by cancellation of orders for
unneeded material (noNrecurring)---—- o ____. 204,000
Other Items:

Additional costs to be recovered by the Federal Government from

charges that included certain additional depreciation and return

on investment for uranium enrichment services (review made

at request of chairman, Joint Committee on Atomic Energy)

(nonrecurring) 42,000,000
Savings resulting from the termination of a long-term medical

research project on aging of aviation personnel — Transportation

(nonrecurring) 3,800,000
Increase in price at which electric power and salt water distillation

facilities owned by the Virgin Islands Corporation were sold to

the Virgin Islands Government (nonrecurring)_____________ 2,391,000
Savings by averting the distribution of commaodities to ineligible

families removed from the rolls in the commodity distribution

program — Agriculture (nonrecurring)-— - _______ 665,000
Additional proceeds resulting from revision of regulations under

the wheat marketing allocation program— Agriculture (esti-

mated annual savings) - - - 650,000
Reduction of labor costs resulting from more realistic wage rate

determinations under contracts for construction of certain fed-

erally assisted housing projects—Labor (nonrecurring)___ 563,000
Reduction in costs through improved coordination in geodetic

surveying activities within the Federal Government— Interior

(estimated annual savings) - - ___________ 420,000
Reduction in construction-differential subsidies resulting from

policy change by the Maritime Administration allowing waiver

of previously required performance and payment bonds on

certain ship construction contracts (estimated annual savings) _.. 316,000
Reduction in operating costs by transfer of general purpose motor

vehicle fleet into General Services Administration Interagency

Motor Pool System — Interior (estimated annual savings) - - ___ 233,000
Personnel savings through consolidation of supply activities in
Japan (estimated annual savings) . . . e e s 107,000

Savings resulting from the reduction in the number of fire depart-
ment employees and the oonsolidation of the fire and guard
management staffs—Atomic Energy Commission (estimated

annual savings) . . . P 106,000
Savings through cancellation cf plans to convert to another type of
computer (nonrecurring)  « + + o« .+« x s x w s s 91,000

Additional revenue resulting from the inclusion of by-product
values in the appraisal of timber offered for sale by the Forest
Service (estimated annual savings) . .+ « « « + .« . . 90,000
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Action taken or planned Estimated

. sauvngs
Other Items— Continued

Savings in transportation costs by increasing the lotsize of ship-
ments of Government-donated print butter and frozen beef to

State agencies—Agriculture (nonrecurring) . .+ . . . . $85,000
Savings through revision of method of computing travel tlme of

reserve officers (estimated annual savings) . . . P 71,000
Savings through elimination of unneeded copies of certaln prein-

duction medical reports (estimated annual savings) . . . . 64,000
Additional billings for materials furnished under the cooperative

logistics programs (nonrecurring) . . . . 52,000

Additional revenue from revised log scaling procedures WhICh WI||

more accurately determine and record the volume of national

forest timber sold — Agriculture (estimated annual savings) . 45,000
Savings attainable by use of Federal Telecommunications System

rather than commercial telephone service—National Science

Foundation (estimated annual savings) . . . 39,000
Miscellaneous items—various agencies (estimated annual savmgs

$156,000; nonrecurring, $107,000) . « & & 4 o+ . . . 263,000

Total other measurable savings . . . . . . . . . .166,729,000
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APPENDIX G-3

ADDITIONAL FINANCIAL SAVINGS MOT FULLY OR
READILY MEASURABLE

Many significant financial benefits, either one-time savings or recurring savings,
that are attributable to the work of the General Accounting Office are not fully or
readily measurable in financial terms. These benefits result from actions that are
taken or that are to be taken by the departments and agencies to eliminate unneces-
sary expenditures or otherwise correct deficiencies brought to light in our audit
reports. A few examples of these actions identified during the fiscal year 1967 are
described below.

Changes in Agency Policies, Procedures, and Practices

Utilization of Available Stocks of the United States Army in Europe
for Requirements of Ofber Commands

Our report to the Congress in April 1967 disclosed that repair parts and electronic
components which exceeded requirements in Europe were not redistributed to meet
urgent needs in other areas because of weaknesses in the Army's inventory reporting
procedures and practices. Our limited review identified combat vehicle repair parts
and electronic components valued at about $3.2 million, that could have been used
to satisfy urgent requirements in the United States and in the Pacific area. The
availability of these items, however, had not been reported to the appropriate inven-
tory control points in the United States and, in the absence of such information,
procurements and repair programs were initiated and redistribution of the available
stocks was not made to meet known requirements. After these items were called to
the attention of management officials, the repair parts and components valued at
$3.2 million were either transferred to other commands or scheduled for redistribu-
tion subsequent to our review. Also, some repair programs were canceled and
procurements deferred. The action taken resulted in significant, though not readily
measurable, savings.

We recommended that the Secretary of Defense require that the Army's existing
stock status reporting system be revised to include a requirement for periodic reporting
to national inventory control points of all inventory stocks of items considered to be
in short supply by such inventory control points, which exceed current overseas
operating and reserve requirements.

By letter dated June 16, 1967, from the Assistant Secretary of Defense (Installa-
tions and Logistics) we were informed that the Department of Defense concurred
in our recommendation. In addition, we were informed that the Department is
invoking a system wherein overseas depot assets will be incorporated in their entirety
on the records of the inventory manager. Managers at inventory control points will
then have current and complete information on all levels of stocks and would be
in a position to make an appropriate choice between available alternatives such as
procurement, rebuild, or redistribution of stocks to fill requirements expeditiously.
Thus, substantial savings can be achieved through the utilization of available stocks
instead of having to procure or rebuild items to fill requirements.

Savings by Consolidation of Field Organizations and Facilities
for Recruiting Military Personnel

We reported to the Congress in June 1966 that the four military services were
maintaining separate recruiting organizations and facilities substantially in excess of

308



APPENDIX G-3 SAVINGS NOT FULLY MEASURABLE

their combined needs. In this connection, we expressed the belief that if these separate
organizations and facilities were consolidated millions of dollars could be saved annu-
ally and the effectiveness of the recruiting mission would be improved.

In a draft of our report which we submitted to the Department of Defense for
comments on December 16, 1965, we proposed that the Secretary of Defense direct
that a field test of consolidation of military recruiting organizations be conducted.
By letter dated February 28, 1966, the Assistant Secretary of Defense (Manpower)
advised that a Defense-wide study had been initiated of recruitment facilities in all
locations in which the military services have recruiting offices in separate locations.
The study was to aid the Department in developing a plan for relocating recruiting
offices in the same building and, where practicable, in the same area within the
building.

During fiscal year 1967, the Department of Defense, with the Chief of Engineers
acting as executive agent, issued procedures and implementing instructions to co-locate
recruiting offices and main stations in 14 large metropolitan areas. In this connection,
it is planned that the number of locations will be reduced from 524 to 198 and the
number of offices from 722 to 699. This action should result in significant savings
although the amount of the savingsis not readily determinable.

Savings in fhe Procurement of Periodicals by fhe Military Departments

In our review of the policies, procedures, and practices relating to procurement of
periodicals by the military departments, we found that periodicals were generally
being procured by each department on an annual rather than a multiple-year basis
and the departments were not taking full advantage of cost savings in multiple-year
procurement of periodicals. In most cases, periodicals were subscribed to for 1-year
periods, principally because the departments did not make sufficient funds available
to obtain multiple-year subscriptions.

The Army and the Navy used local purchase procedures in procuring periodicals,
whereas the Air Force used a centralized procurement method, filling most of its
periodical needs through contracts with subscription agencies. It was not feasible
to estimate the effect of procuring periodicals annually, Defense-wide, because of the
procurement methods used by the Army and the Navy. However, we estimated that
the Air Force could have saved $127,000 over a 3-year period for periodicals sub-
scribed to in calendar year 1964 had it obtained subscriptions to those periodicals
for multiple-year periods rather than for 1-yearperiods.

We recommended to the Secretary of Defense in our report of November 9, 1966,
(1) that budgets be submitted and funds be allocated for multiple-year subscriptions;
and (2) that Defense-wide instructions be issued, emphasizing the need for the
departments to procure periodicals under multiple-year subscriptions in those in-
stances where it is advantageous to the Government.

We were informed by letter dated January 13, 1967, from the Office of the Assistant
Secretary of Defense that the military departments and the Defense Supply Agency
were being requested to emphasize to their personnel engaged in requesting, budget-
ing, and procuring periodicals, the desirability of funding and purchasing multiple-
year subscriptions where there is a continuing need and it is otherwise advantageous.
Letter instructions dated January 24, 1967, were also issued by Headquarters, Air
Force Logistics Command, to various Air Force organizations and activities directing
that multiple-year subscriptions for periodicals be procured where possible and
practicable, and that additional fund requirements be included in the fiscal year 1968

financial plan to cover multiple-year subscription costs. The actions should result
in substantial future savings.
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Increase in Infernal Audit and Inspecfions Relating to United States
Activities In Viefnam

Our survey of the internal audit and management inspection efforts by United
States agencies in Vietnam through March 1966 showed a need for greater audit
and review effort by agencies because of the magnitude and vulnerability to opera-
tional and management deficiencies of United States programs in Vietnam.

In May 1967 we reported to the Congress that there had been significant increases
in the number and scope of internal audits and management inspections in Vietnam
subsequent to March 1966. Improved programs of audit have been initiated and put
into effect and the DOD has revised their prior prohibition against their own auditors
going into Vietnam.

These actions result in major preventive benefits and dollar savings, although the
latter are not measurable in specific dollar terms. The agencies’ audit efforts increase
the potential for significant continued improvement in the management controls
which are so important at this stage of the activities in Vietnam.

We believe that the momentum of the agencies’ audit and inspection efforts, de-
scribed above, represent major improvement action and was achieved in part because
o our work resulting in reports to the Congressin July 1966 and May 1967.

Eliminoiion of Certain Severance Benefits fe Former Foreign Service ©Qfficers

In a report to the Congress in January 1967,we presented our finding that Foreign
Service officers who were involuntarily separated from service and accordingly re-
ceived certain severance benefits were immediately thereafter reemployed by the Fed-
eral Government at salaries equal to their salary at the time of separation. The sever-
ance benefits are equivalent to 1 month‘s salary for each year of service, not to exceed
1year’s salary. In our opinion, the payment of severance benefits under such circum-
stances was unreasonable.

As a result of our review, the Department of State revised its regulations in such
manner as to preclude former Foreign Service officersreemployed with the Department
from receiving concurrent payment of severance benefits and salaries.

Increased Tax and Duty Revenues

In a report to the Congress in November 1966, we pointed out that, on the basis
of our test of Federal tax refunds, a high percentage of taxpayers were not voluntarily
reporting, as taxable income, interest received on their tax refunds. The extent of
such nonreporting could not be reasonably estimated by us because of our limited
access to records. Considering the amount of interest paid by the Internal Revenue
Service annually —$88.5 million in fiscal year 1964—we expressed our belief that con-
siderable taxable income had not been reported. In accordance with our proposals,
IRS informed us that certain corrective measures were being taken which we believe,
if effectively implemented, should improve the reporting of interest received on tax
refunds as taxable income.

The Tariff Act of 1930, as amended, allows carpet wool to be imported duty-free
when it is to be used in the manufacture of specified articles, principally floor cover-
ing. Wool waste resulting from this manufacture is subject to duty if, though usable
in the manufacture of articles specified by the act, it is used instead for other
purposes.

In a report to the Congress in June 1967, we stated that the Bureau of Customs,
Treasury Department, allowed wool waste, resulting from manufacture of specified
articles, principally floor covering, to be sold to manufacturers of other articles, such
as baseballs and clothing, without assessment of duty, even though the wool waste
could have been used for the manufacture of articles not subject to duty requirements.
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We estimated that, in the two Customs districts where we made our review, the Gov-
ernment could have realized additional revenues amounting to as much as $453,000
on 12 million pounds of carpet wool waste for fiscal year 1964. Imports of condi-
tionally duty-free carpet wool in these two districts amounted to about one third of
the 145 million pounds of wool imports for fiscal year 1964.

Subsequent to our review, the Commissioner of Customs ruled that waste from
carpet wool, with certain exceptions, is dutiable. We have been informed that the
Bureau of Customs is now requiring that a determination be made that wool waste is
not usable in the manufacture of floor coverings or other enumerated articles before
allowing it to be exempt from duty. The action taken should result in strengthened
controls over the utilization and disposition of wool waste, consistent duty treatment,
and additional revenues to the Government.

Improved Effort To Collect Or Otherwise Seftle Ceriain Debtors’ Accounts

We reported to the Congress in January 1967 that our review of selected debtors’
accounts in six counties in the State of Texas showed that there was a need for the
Farmers Home Administration (FHA) to increase its effort to collect or otherwise
settle such accounts. The accounts reviewed are known as collection-only accounts
which are classified as such when all of a debtor’s security property has been liqui-
dated and the debtor still owes a balance on his loan. We estimated that of accounts
totaling about $3.2 million, $274,000 could have been collected in full and some
portion of accounts totaling about $948,000 could have been collected through other
settlement actions. Further, we found that many accounts had no potential for recov-
ery and therefore should have been canceled as soon as applicable regulations had
permitted and thus eliminate the administrative costs of maintaining them. At the
time of our review, about $18 million of a nationwide total of about $70 million of
collection-only accounts were applicable to the State of Texas.

After we brought these matters to the attention of agency officials, FHA issued in-
structions requiring that increased effort be made to collect or otherwise settle collec-
tion-only accounts. The new instructions should, if properly implemented, result in
significant benefits to the Government.

Reduction in Dependency Allowances Payable to Recipients

At the time of our review, the National Science Foundation’s (NSF) dependency
allowance entitlement criteria provided that a fellowship recipient could request
dependency allowances for spouse and for children who would “in fact” be dependent
upon him for support during the tenure of his fellowship. I't was left to the fellowship
recipient to determine whether the spouse or children were “in fact” dependent,
except that NSF officials generally did not intend to award a dependency allowance
for a spouse with an income equaling or exceeding the fellowship stipend. Our review
of 55 selected fellowship awards in a given year showed that, in close to one-half
of the cases, however, NSF had approved the dependency allowance claimed for the
spouse notwithstanding evidence disclosed in our review indicating that the spouse’s
income exceeded NSF criteria.

Subsequent to our discussions with NSF officials, NSF informed us in March 1967
that it had established a maximum annual amount of $2,000, or a prorata amount
for shorter or longer periods, that a spouse may earn before becoming ineligible
as a dependent. Provided that the results of our test review were indicative of all
dependency allowances awarded in fiscal year 1964, about $600,000 or 40 percent
of the total dependency allowances of about $1.5 million may not have been war-
ranted on the basis of the revised criteria.
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Adoption of Policy of Gevernment Ownership Instead of Leasing Major Pestal Facilities

In a report to the Congress in November 1962 and in various subsequent reports
to the Congress and to the Postmaster General, we recommended that, in view of
the significant savings available to the Government by ownership rather than leasing
o postal facilities, the Department consider a policy of ownership except in specific
cases where the cost of leasing was clearly justified by other identified factors. On
several occasions in 1964, 1966, and 1967, in comments to the Senate Committee on
Public Works and/or the House Committee on Post Office and Civil Service, on bills
to extend the Department’s 30-year leasing authority, we recommended that the
Department be required to submit written justifications to the appropriate commit-
tees of the Congress before entering into any lease agreement for a major facility.

The Post Office Department had disagreed, generally, with our conclusions regard-
ing the advantages of Government ownership over leasing. It subsequently recon-
sidered its position, however, and, in testimony before the Subcommittee on Buildings
and Grounds, Senate Committee on Public Works, in May 1966, Department officials
presented data supporting the Department’s conclusion that construction of large
postal facilities for Government ownership, generally, would be more economical
than obtaining the use of such facilities under lease-construction contracts. At June 30,
1967, the Senate and House Public Works committees had approved the construction
of 14 facilities for Government ownership, and the Congress has appropriated $50
million for starting this program during fiscal year 1968.

The General Services Administration’s prospectuses for the 14 postal facilities
showed that the facilities are to contain a total of about 4 million square feet of
interior space and that, over the 50-year estimated lives of the facilities, substantial
savings would be realized as a result of constructing 13 of the facilities for Govern-
ment ownership instead of leasing them. Savings were not shown for one small
facility.

Because the Post Office Department generally leases major facilities for 30-year
basic terms, we computed the savings that would be achieved during a 30-year period
as a result of constructing the 14 facilities for Government ownership instead of
leasing them. Our computations, which were based largely on GSA’s estimates of
rental and construction costs, indicated that such savings would amount to about
$22.3 million.

The Postmaster General recently proposed a $5 billion program for modernizing
the postal plant and equipment over the next 5 years. Under this program, about 94
million square feet of new interior space would be acquired at a cost of about $3.7
billion. Officials of the Department have informed various Senate and House commit-
tees that in the future most major postal facilities will be proposed for construction
under Government ownership. Thus, the future savings from the Department’s
change in policy could be quite substantial.

Criteria To Be Established for Use of Protective Equipment

In a report to the Postmaster General in June 1967 we pointed out that there were
considerable differences in the types, quantities, and costs of the safes, vaults, and
other protective equipment being used by different post offices having essentially
similar protection requirements. We found that safes frequently were being used
inside vaults, although other less expensive types of equipment probably would
provide adequate protection. We pointed out also that the Department did not
have adequate criteria regarding the quantities and types of protective equipment
authorized for use in post offices of different sizes and protection requirements. We
expressed the opinion that, in view of a recent decision by the Department to discon-
tinue purchasing the types of protection equipment previously considered as standard
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equipment and to commence a long-range program of gradual replacement of
existing equipment with new, more costly types, considerable savings could be achieved
throughout the postal service by determining the quantities and types of equipment
needed for providing adequate protection and by utilizing the equipment found
to be excess to reduce future procurements of protective equipment.

The Department concurred with our conclusions and recommendations and
informed us that action had been initiated to develop, issue, and enforce specific
criteria regarding the types of protective equipment to be used in post offices of
different sizes, taking into consideration the costs of the equipment in relation
to the risks involved and the use of existing vaults for safeguarding the Department’s
assets.

Changes in Regulations of Government-Wide Significance

Armed Services Procurement Regulation

Costs o contractor operated and chartered aircraft charged to Gouernment con-
tracts.— In a report submitted to the Congress in August 1966, we pointed out that
the use by Government contractors of their own or chartered aircraft, in lieu of
commercial air transportation, resulted in additional costs which in most cases out-
weighed the benefits. In response to our report, the Department of Defense on Decem-
ber 1, 1966, revised the Armed Services Procurement Regulation. The revision (sec.
15-205.46) provides that such costs are allowable, if reasonable, to the extent the
contractor can demonstrate that use of aircraft owned, leased, or chartered by the
contractor is necessary for the conduct of his business and that the increase in cost,
if any, in comparison with alternative means of transportation, is commensurate with
the advantage gained. (Charges to Defense Contracts for Use of Company Operated
and Chartered Aircraft, Department of Defense, B-146948, August 9, 1966.)

Right to examine contractors® records relating to inventions.— We had reported
to the Congress in a prior year that a basic chemical milling invention developed by a
Government contractor had been classified by the contractor as not being subject
to the patent rights provisions of the contract. Royalties were charged to the Govern-
ment for its use. The terms of the contract were subject to varied interpretations but,
in our opinion, a reasonable interpretation would have granted the Government
a royalty-free license to use the invention. In response to our proposal that the matter
be settled on equitable grounds, an agreement was reached which provided the
Government a rebate of one-half of the royalties paid and a grant of royalty-free
licenses on certain of the contractor’s inventions.

We had proposed, also, that the Armed Services Procurement Regulation be
revised to provide a right of access to records necessary to determine compliance by a
contractor With the requirements of the patent rights clause. On October 1, 1966, the
Armed Services Procurement Regulation was revised (sec. 9—107.5(a)) in response
to our proposal. The revision requires inclusion, in the patent rights clause, of a
statement that the contracting officer or his authorized representative shall, until the
expiration of 3 years after final payment under the contract, have the right to
examine any books, records, documents, and other supporting data of the contractor
which the contracting officer or his authorized representative shall reasonably deem
directly pertinent to the discovery or identification of subject inventions or to com-
pliance by the contractor with the requirements of the patent rights clause. (Royalties
Charged to the United States Government for Use by Government Contractors of
Chemical Milling Inventions, Department of the Air Force, B—133386, April 12, 1966.)
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Federal Properly Management Regdalions

Guidance in acquiring office copying equipment.—We reported that excessive
costs were being incurred by the Government because Federal agencies were leasing
rather than purchasing office copying equipment under Federal Supply Schedule
contracts negotiated by the General Services Administration. We estimated that
savings of about $6.5 million would be attainable by the Government over a 5-year
period after their purchase if certain office copiers in use at the time of our review
were purchased rather than leased and that further substantial savings would be
attainable because the productive life of the copiers might be expected to extend
beyond the 5-year period. We pnoposed certain corrective action. In June 1967, GSA
announced the publication of a new GSA handbook, FPMR 101-6, Copying Equip-
ment. The handbook provides guidance to Government agencies on the selection
and use of document copiers to meet agency rapid-copy requirements and is intended
to aid Government officials having responsibility for selecting, operating, and con-
trolling document copiers. The handbook includes excerpts from FPMR 101-25.5,
issued in February 1966 to provide detailed guidelines and criteria to be used by
Federal agencies in determining whether office copying equipment should be acquired
by lease or purchase. The provisions of the new handbook are in general agreement
with our proposed corrective actions. (Potential Savings Available Through Pur-
chasing Rather Than Leasing Certain Office Copying Machines, Federal Supply
Service, General Services Administration, E—146930, Oct. 19, 1964.)

Utilization of motor vehicles.— Our review showed that the General Services
Administration motor vehicle low rental rates encouraged agencies to request the
assignment of interagency motor pool vehicles for low-mileage requirements. The
rates were designed to recover the average costs of the entire interagency motor pool
fleet and did not recover the full cost of individual vehicles that were operated at
annual mileages below the average. We concluded that the establishment of a more
realistic rental rate structure that required low-mileage users of assigned vehicles to
make payments comparable to the actual cost of owning and operating the vehicles
would (1) provide using agencies more incentive to use dispatch vehicles or other
more economical sources of transportation for low-mileage requirements and (2) im-
prove vehicle utilization and thus reduce the average cost per mile in interagency
motor pools throughout the country.

In January 1967, GSA issued Bulletin FPMR No. G—26 which implements our
recommendation that it revise motor vehicle rental rates to provide for a flat rate
to cover the fixed costs that are incurred by the passage of time plus a mileage rate
to cover the variable costs that are related to the miles driven. (Utilization of Motor
Vehicles in the Cape Kennedy Interagency Motor Pool, General Services Adminis-
tration and National Aeronautics and Space Administration, B—159210, Nov. 30,
1966.)

Servicing of office machines.—We estimated that Federal agencies could have
saved up to $1.2 million during fiscal year 1965 for repair and maintenance services
on adding machines, calculators, comptometers, and electric typewriters through the
greater use of reliable local repair firms instead of through use of national Federal
Supply Schedule contracts with the machine manufacturers. We also pointed out
that, although Government and independent studies indicated that the per-call basis
was the least expensive method for obtaining services, most of the Federal expendi-
tures had been for the more costly maintenance method at fixed annual fees. As a
result of our proposals, we were informed that GSA would revise its regulations to
provide guidelines and criteria concerning the relative advantages and disadvantages
of the per-call and the annual maintenance contract methods for servicing office
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machines. 1 n October 1966, GSA issued FPMR 101-25.106, effective Nov. 4, 1966,
to require Federal agencies to determine and consider all relative factors (such as
costs, number of machines needing service, degree of reliability needed, and standard
of performance required), prior to determining whether to use annual maintenance
contracts or per-call arrangements for the servicing of office machines. (Savings
Available Through Expanded Use of Regional Contracts for the Repair and Mainte-
nance of Selected Office Machines, General Services Administration, B-160419,
Feb. 23,1967.)

Generic zersus brand name drugs.—We found that prices for selected brand-name
drugs and other medical items purchased by Federal agencies under negotiated con-
tracts based on contractors’ catalogs or price lists were substantially higher than prices
for like items purchased by generic name through contracts awarded on an advertised
low-bid basis and through other Government contracts where price competition had
been obtained under definite quantities. Of the $36.6 million of drugs and other
items purchased annually by Federal agencies under the Federal Supply Schedule,
about $36 million are purchased by brand name and the remaining $600,000 are
purchased by generic name. After we brought this matter to the attention of the Gen-
eral Services Administration, the agency revised FPMR 101-26.409 in August 1966
to require that Federal agencies obtain their drugs on a generic name basis unless bona
fide technical or professional reasons can justify the procurement of the more expensive
brand name items. (Report to GSA on Examination Into Contracting for Drugs and
Pharmaceutical Products, June 29,1967.)

Standardized Government Travel Regulations

Reimbursement of Federal employees for use of privately owned cars on offi¢ial
business.—We found that mileage rates established by Government agencies to reim-
burse employees for using their privately owned cars on official business frequently
exceeded the costs for operating General Services Administration interagency motor
pool cars at high-mileage levels. Our review showed that Federal agencies had not
been furnished information on the cost of operating motor pool cars at the various
mileage levels and therefore were not in a position to adequately consider the alterna-
tive of providing motor pool cars to high-mileage drivers. If the mileage patterns we
observed at selected field offices of three agencies were typical, the annual nationwide
costs to these agencies of reimbursing high-mileage drivers for official travel exceeded
the cost of operating interagency motor pool cars by about $1.6 million. As a result
of our proposals, the Bureau of the Budget revised the Standardized Government
Travel Regulations, effective April 10, 1967, to provide policy guidelines for determin-
ing (1) whether it is feasible and advantageous to the Government for employees to
use their own cars for official travel and (2) the reimbursement for which employees
are entitled if they are authorized to use their cars on official business for their own
convenience. (Potential Reductions in Cost of Automotive Travel by Federal Em-
ployees Where Use of Government-owned Vehicles Is Feasible, B—158712, Aug. 23,
1966.)
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PERSONNEL STATISTICS

APPENDIX H-1
NUMBER OF EMPLQYEES BY DIVISION AND OFFICE. JUNE 30. 1967

Office of the Comptroller General .
Office of the General Counsel . «
Office of Administrative Services
Office of Personnel . .
Office of Policy and Spemal Studles
Civil Division . .
Claims Division
Defense Division .
Field Operations Division
International Division

European Branch

Far East Branch
Report Department .
Transportation Division

Total v =« &« & & = & &

LOCATION CF EMPLOYEES BY DUTY STATION. JUNE 30.

Atlanta. Ga.
Cape Kennedy. Fla
Huntsville. Ala. « « . .
Warner Robins, Ga. . . .
Boston. Mass. .
Hartford. Conn.
Chicago. Ill. e
Rock Istand, .
St. Paul. Minn.
Cincinnati. Ohio . . .
Dayton. Ohio « + « .« =

Indianapolis, Inds « & & &
Dallas. Tex. . -
Albuquerque. N Mex. . .
Houston. Tex. .
San Antonio. TeX.
Denver, Colo. .
Billings, Mont.
Ogden. Utah
Detroit. Mich. . .
Cleveland. Ohio
Falls Church. Va,
Kansas City. Mo. . . .
Oklahoma City. Okla.
St. Louis, Mo.

. 188

. 146

. 36

. 44

. 605

142

256

.1 719

119

. 57

. e s s . . 55

. e s . . 7

s & s = s = s = s = s = xa 168

s s s o= = = = = = = = = = 24216

APPENDIX H-2
1967

101 New Orleans. 2. « « « « « 52

8 New York. NY. & &« & & & & 96

3 Garden City, LI, « « « & 2

5 Syracuse, NNY. + + « « & 3

96 Norfolk. Va. .

5 Richmond. Va. . . . . 3

81 Philadelphia. Pa. . 112

3 Harrisburg. Pa. « « « 7

23 Pittsburgh. Pa. « « « . . 4

47 San Francisco. Calif. « . . « 98

13 Sacramento. Calif. . . . 10

53 Seattle. Wash. . . . 58

101 Anchorage. Alaska . s 5

5 Bremerton. Wash. . . . 3

5 Portland. Oreg. e 32

6 Richland. Wash. + + .+ . 2

122 Frankfurt. Germany e 53

3 New Delhi, India « « &« & 4

11 Honolulu. Hawaii s e 41

75 Manila. Philippines . . . 8

68 Saigon. Vietnam « « « 6
127

69 Total Field Staf . . .1,825

13 Washington. D.C. .2 391
38

101 Grand Total . 4216

Los Angeles. Calif.
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PERSONN

EL STATISTICS

NUMBER CF EMPLOYEES BY GRADE

APPENDIX H-3

June 30, June 3o, June 30, June 30, June 30, June 30,
1962 1963 1964 1965 1966 1967

Statutory .- cc oo occaeeaa 3 3 3 3 3 3
General Schedule:

18 R 4 4 4 4 4 ]

17 5 5 6 7 7 9

16 16 23 22 24 25 44

15 63 60 70 68 74 93

14 206 227 233 259 282 302

13 297 286 315 340 387 439

449 499 523 569 569 542

692 671 664 613 583 581

iz 55 3 31 33 23

9 647 655 594 580 564 526

8 290 267 207 174 154 135

F et 563 592 534 539 465 468

L 68 83 87 91 105 109

5 255 243 201 207 196 231

4 _— 382 352 332 305 291 255

- S, 531 452 380 336 289 305

2 161 105 72 69 64 82

1 33 30 22 24 20 20

AN Other e o cecmccmmene 44 47 38 35 33 44

Total e ccccccaae 4,763 4,659 4,350 4,278 4,148 4,216
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APPENDIX H-

4

PERSONNEL STATISTICS

COMPARISON OF FEDERAL CIVILIAN EMPLOYMENT IN THE EXECUTIVE
BRANCH AND GAO—1961 TO 1967

EXECUTIVE BRANCH GAO
Asof June 30
Total per- Percent of Total Percent of
sonnel (000 change? personnel change?
omitted)
1961 A 07— P/« 0 I
1962 2,485 +43.24 4,763 —4.5
1963 2,490 +3.45 4,659 —6. E3
1964 2,710 +12.59 4,350 —12.83
1965 2,4% +3.70 4,278 —14.27
1966 2,664 +10.68 4,148 —16.87
1967. 2,809 +16. 70 4,216 —15.51
18ince 1961.
APPENDIX H-5

GENERAL ACCOUNTING OFFICE PERSONNEL TURNOVER RATE

Enrolled end | Separations | Turnover
Fiscal year of fiscal year | for fiscal (per 100

year 1 employees)
1967 4,216 683 16.3
1966 2_. 4,148 70 16.8
1965, 4,278 617 14.3
1964 4,350 =4 16.7
1963 4,659 698 14.8
1962 4,763 74 146
1961 4,990 620 12.3
1960. 5,074 617 2.0

t Excludes RIF's: 1965, 2; 1964, 20; 1963, 1; 1962, 1; 1961, 3; 1990, 6.
2 The Daniels Bill resulted in 130retirements, 25 of which were professional.

Separations (except RIF) X100

Turnover (per 100empl.) =

enrollment at end)

14 (enrollment at beginning -
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MAN
YEAR

5,50C

5,00¢

4,500

4,00(
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2,000
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500
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U. S. GENERAL ACCOUNTING OFFICE

PROFESSIONAL ACCOUNTING AND AUDITING STAFF
IN RELATION TO TOTAL EMPLOYMENT

TOTAL AVERAGE MAN YEARS

4,623
4,438

4,251

4,136
4,071

ACCOUNTANTS AND AUDITORS
AVERAGE MAN YEARS

2.184 2,188

2,084

2,033
1,959

1,865

1,780 -
Les 1635 .

1,568
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YEAR
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PERSONNEL STATISTICS

APPENDIX H-7

U. S. GENERAL ACCOUNTING OFFICE
LENGTH OF SERVICE - GAO PERSONNEL

AS OF JUNE 30, 1967

PROFESSIONAL
TECHNICAL
OTHER

A\

o [
o [t

& RIS
RIS

investigators and attorneys. Of the total number of employees,

employees, including 2,425 professional accountants, auditors,
2,429 (or 57.6%) hod service of ten years or longer

As of June 30,1967, there were 4,216 General Accounting Office

ST
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T
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2
AND OVER
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10

YEARS OF UNDER

SERVICE
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APPENDIX H-8

SUMMARY (F ASSIGNMENTS OF PERSONNEL TO CONGRESSIONAL

COMMITTEES—FISCAL YEAR 1967

, Staff assigned
i i Travel Total Reim- Net ex-
Committee Salaries | expenses cost hursed by | penditures
Professiona| Other | Total committee | by GAO
staff
TUNITED STATES SENATE
Committee on Appropriations: '
Subrommittes on Department of Agriculture and Related Agencies..-~-------- [ [ 1 $496.20[ oo L7 ST 0 [ $19.20
Subcommittes on Departments of State, Justice, Commerce, The Judiclary,
and Related Agencies  ===mmmeeoeeeeees P [R— 2| 9,645.28 | ... 9,646.28 | $0,645.28 | Leaeeoono
Committeeon Commerce ~ mmmmemeeeceeeeee- 6 3 O 870336 | __._______ 3,703.36 2,635, 44 1,067.92
Committee on Government Operations:
Permanent Subcommittes ON INVeStigations. . ......ocveonmeeooiiaaicaiaas .0 I 20 | 119,464, 54 | $10,452.16 | 129,916.70 | .ceoeeoe-. 120,916.70
Subcommittes 0N Foreign Aid EXpenditures....cooeoececcaaacacaans - 2 2| 3,170.24 683.17| 8,858.41 | _____._... 3,858, 41
Committee on the Judiciary: Subcommittee on Administrative Practice and
Procedure. ... — 1 11 21640 cceemeeees 2,16.90 2,128.40
Select Committee on Standards and Conduct. P 4 4| 18,348.62 14.30 | 18,362.82 | 17,917.60 445,22
U.8. HOUSE 08 REPRESENTATIVES
Committee on Appropriations. Tt 13 3 16 | 119,675.14 | 10,260.48 | 138,944.62 | 19,200.48 | 119,095.44
Committeeon Armed Servicess™  =e==ss=seeeeee [ - 3| 2,697.14 198.680 2,7%6.64
Committee on Bankingand Currency === P2 2| 36,80472 36,804 72 36,804, 72
Committee on Government Operations:
Subeommittes on Executiveand Legislative Reorganization 2| 1,469.04 1,460.04 1,40.04
Subcommitteeon Government Activities. 3 643048 | ccmcmmaeae 6,430.48 6,480.48
Subcommitteeon Intergovernmental Relations. 1 . 603.68 603.68
Subcommitteeon Foreign Operationsand Government Information 2| 27,22L.76 | coceee. 27,221.76 | ceeoaaae. 27,21.76
Subcommitteeon Research and Technieal Programs.seeeacaeaws-rueaes™""""""" 1| 1,184.08 | commmneo 1,134.08 | e oo--. 1,184,08
Committee On Houss Administration.. - 6 | 14,772.36 [ ccennnnes 14,772.38 | comcmnenee. 14,772.36

SOILSLIVIS TINNOSYHId
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PERSONNEL STATISTICS

APPENDIX H-8
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ASSETS AND LIABILITIES

APPENDIX 1-1
U.S. GENERAL ACCOUNTING OFFICE

STATEMENT OF ASSETS AND LIABILITIES, JUNE 30, 1967

Assets:
Funds in U.S_Treasury:

Appropriated funds.. .....coviiiiiiiiieae $2,329,980
Deposit funds.. ...oveviriririiiiaraenens 2, 197,281
Trust funds.. «ovvviii i ii e i iaeeas 16,508
——  $4,543,769
Accounts receivable:
Other Federal agencies.. .....ovvvvvenvennenns 7,386
Employee’s travel advances.. ................. 259,994
_ 267,380
Inventories OfsUPPlIES. ..o v v vi e ri i e e aananenas 68,749
Furniture, fixtures, and equipment.. .............. 2,077,440
Less accumulated depreciation.. .............vuu.. —1,422,292
655,148
0] 7= LI TSXST = e 5,535,046
Liabilities:
Accounts PAYADIE. .. uuu it s 477,659
Accrued Habilities .o vviiiii i it it r i i i 1,955,846
Disbursementsin transit. ....evueereeiriarrierinnrnnernnnennns 54,086
Funds held for others, principally employees’ tax and other payroll
AEdUCHIONS . v vttt ses st st i nnnnnnnnnnnnssnsssssssnrsnnnnn 2,213,789
Liability for accrued annual leave oF employees. +«vvveesrvnnnnsss 3,431,225
Total liabilities.. vvvviiiieei it iiissnnssrrsnssnnnssennnnnnns 8, 132,606
Investment of U.S. Government (AppendiX 1-2). vuveuurrevnsnnnrnns —2,597,559
Total liabilities and iNVeStMENt. . v.vvivevenrarannnsssnsannnss 5,535,046

Note: Details in the tables of Appendix | may not add to the totals because of rounding.
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INVESTMENT OF US. GOVERNMENT

APPENDIX -2

U.S. GENERAL ACCOUNTING OFFICE

SUMMARY OF CHANGES IN INVESTMENT OF UNITED STATES GOVERN-
MENT, HSCAL YEAR ENDED JUNE 30, 1967

Balance, JUlY 1, 1966 +vuuucernunnnsrnnnmsssnnnnsssnnnsssnnnnnns —$2, 487, 681
Appropriation for salaries and expenses, 1967.. «ecauuss $49,339,930
Reimbursements. ....ovvieiraneirnrenrnrnrannneas 55,312
49,395,242
) 7 | 46,907,562

Less:

Operating expenses, 1967 (Appendix1-3). cvuvuvess 49,191,608

Unobligated balance of 1967 appropriation lapsed.. 299,660

Adjustment of prior year obligations...seavsassaas 13,853

—49,505,121

Balance, JUNe 30, 1967.. wuussssssssnnnnnsunnnnnssssnnnnnnnnnnnnns —2,597,559

Composition of balances:

Investment in— July 1, 1966 June 30, 1967
Inventories of SUPPIIES. werrrrssssssssssnnnss $70,857 $68,749
Furniture, fixtures, and equipment., .«vvvvsas. 584, 160 655,148

Unexpended appropriation (unpaid undelivered

OFOErS) sussesarassnsarassssasasssnnnnsnsnnns 118,305 109,768

Deferred liability for accrued annual leave.. cvaasss —3,261,003 —3,431,225

0] 71 £ —2,487,681 —2,597,559



APPENDIX 1-3

U.S. GENERAL ACCOUNTING OFFICE

OPERATING EXPENSES

SUMMARY OF OPERATING EXPENSES FOR THE FISCAL YEAR ENDED

JUNE 30, 1967
Total Salaries | Employee| Travel Other
benefits
Office of the Comptroller General......... $179,473|  $144,846 $10,161 $4, 572 $20,005
Office of the General Counsel......._...... 2,380,992| 2,083,476 156,357 7,633 133,526
Office of Policy and Special Studies. . ..... 549,168 425,264 32,068 3B,79 53,097
Officeof Administrative Services........-. 1,197,235 923,292 146,757 2,283 124,904
Office of Personnel ceeeeeccccceeen - 358,606 297,233 23,041 674 37,657
CivVil DiVISION < ee e ieiaeaean 7,329,784| 6,524,786 493,381 163,243 148,374
Claims Division .. 1,359,824 | 1,198,006 95,247 3,773 62,798
DefenseDiViSioN. eecuaenneneacaeiaaaanna. 3,519,888 | 3,010,881 234,090 141,529 133,383
Field Operations Division. ......c.c.cceeua. 21,326,330 17,368,562 | 1,328,742| 2,197,307 431,718
International Division:
Washington, D.C......ooccciemuaaanne. 1,785,202 1,305,441 98,654 326,325 64,783
European Branch 916,392 612,726 57,822 181,6% 164,247
Far Bt Branch 1,041, 049 556,592 49,462 253,768 181,227
Transportation DivisSion. eeeeececeaaaeaas 6,665,659 6,061,471 454,336 12,407 137,446
Report Department 582,017 443, 553 36,727 2 101,734
0] - 49,191,608 | 40,865,927 | 3,216,846 | 3,933,841 1,784,994
Reconciliation of accrued expenditures for year with total expenses:
Accrued exXpendituresS.. wuesersssassssnrsssassssnrassnsasansnss $49,090,266
Add—
Increase in accrued annual leave liability.. ................... 170,222
Depreciation of furniture, fixtures, and equipment. .......vvue. 63,635
Decrease in inventory of sSUPPlIies. «euveiveiirairiinnnenienns 2,108
49,326,232
Deduct —
Purchases of furniture, fixtures, and equipment.. .............. — 134,623
Operating EXPENSES. sesssrssssssssssssnssnnnnnnnnnnnnnnnnnasnsns 49 191,608
331
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SOURCES AND APPLICATION OF FUNDS

APPENDIX 14
U.S. GENERAL ACCOUNTING OFFICE
SUMMARY OF SOURCES AND APPLICATION OF FUNDS, FISCAL YEAR
ENDED JUNE 30, 1967

Sources of funds:

Appropriation for salaries and expenses, 1967.. ...vvvvrennnnrrrnss $49,339,930
ReIMDUISEMENLS. v vt e i it aeaaans 55,312
Unpaid undelivered orders at beginning of year. .........c.oveeunn. 118,305
Receipts from Federal corporationsfor audit Services.. ..vsvusaaasss 916,698
(@1 g T=T o 1= T T 7,017

L | 50,437,263

Application of funds:

Accrued eXpenditlres. «uvuessessassssrarsarsassassasssssnssnns 49,090,266
Unpaid undelivered orders at end of year. v.ovveevvensensninnnes 109,768
Unobligated balance of 1967 appropriation lapsed.. «vvvuvueensenss 299,660
Receipts deposited in U.S. Treasury.. sueesessesrassasssssssanses 923,716
Adjustment of prior year obligations. «vsusssssssssrssrnsssnsnnnns 13,853

10 - | 50,437,263
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GAO DIRECTORY

APPENDIX J

DIRECTORY OF THE UNITED STATES GENERAL ACCOUNTING OFFICE

MAIN OFFICE Telephone number

U.S. General Accounting Office Building 202-386 T ext. (FTS Information
441 G Street NW. Operator, ext. 6095)
Washington, D.C. 20548

INTERNATIONAL OPERATIONS DIVISION
EUROPEAN BRANCH

cfo U.S. Consulate General 770-731, ext. 326
Platenstrasse 7
Frankfurt/Main, Germany

Suboffice
Darbhanga House
New Delhi, India

FAR EAST BRANCH

Room 619 588-330
1833 Kalakaua Avenue
Honolulu, Hawaii 96815

Suboffice (Manila)
Sarmiento Bldg.
6782 Ayala Avenue
Makati, Philippines

Suboffice
124-B Truong-Minh Giang Tiger 4226
Saigon, Republic of Vietnam.

FIELD OPERATIONS DIVISION
RecionAL OFFICES

Atlanta

Room 204, 161 Peachtree Street NE. 404-526-4455
Atlanta, Ga. 30303

Boston

Room 1903,John F. Kennedy Federal Bldg. 617-223-6536
Government Center
Boston, Mass. 02203

Chicago
Room 803, U.S. Custom House 312-353-6174

610 South Canal Street
Chicago, 111. 60607

St. Paul Suboffice
Room 1407 612-228-7844
U.S. Post Office & Custom House
St. Paul, Minn. 55101
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GAO DIRECTORY APPENDIX J

FIELD OPERATIONS DIVISION — Continued
Recionat Orrices—Continued
Cincinnati Telephone number
8112 Federal Office Building 513-684-2107
5th and Main Streets
Cincinnati, Ohio 45202

Dayton Suboffice
MCLAGA, Building 11, Room 238, 513-461-4830,ext. 2554505
Area B
Wright-Patterson Air Force Base,
Ohio045433
Army Audit Staff
Fort Benjamin Harrison 546-9211, ext. 2870
Indianapolis, Ind. 46249
Dallas
Room 600, Rio Grande National Building 214-749-3437
251 North Field Street
CAlEs, Tex. 75202

Denver
7014 Federal Building 303-297-4621
1961 Stout Street
Denver, Colo. 80202
Air Force Audit Staff
3800 York Street 303-825-4411
Denver, Colo. 80205
Detroit
Room 2006, Washington Boulevard Building 313-226-6044
234 State Street
Detroit, Mich. 48226
Cleveland Suboffice
Room 2933 216-522-4892
New Federal Office Building
1240 East 9th Street
Cleveland, Ohio 44199

Navy Audit Staf
Room 2933 216-522-4892
New Federal Office Building
1240 East 9th Street
Cleveland, Ohio 44199
Kasss City
1800 Federal Office Building 816-374-5056
911 Walnut Street

Karsss City, Mo . 64106
St. Louis Suboffice

Room 1740, 1520 Market Street 3146224121
St. Louis, Mo. 63103

Los Angeles

Room 7054, Federal Building 213-688~3813

300 North Los Angela Street
Los Angela, Calif. 90012
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FIELD OPERATIONS DIVISION—Continued

ReGioNAL OrFrices—Continued

New Orleans

Room T-8040, Federal Office Building

701 Loyola Avenue
New Orleans, La. 70113

New York

341 Ninth Avenue
New York, N.Y. 10001

Norfolk

423 Federal Building
600 Granby Street
Norfolk, Va. 23510

Philadelphia

502 U.S. Custom House
Second and Chestnut Streets
Philadelphia, Pa. 19106

San Francisco

143 Federal Office Building
50 Fulton Street

San Francisco, Calif. 94102

Seattle

330 Federal Office Building
909 First Avenue
Seattle, Wash. 98104

Portland Subgfice

Parker Building, 2nd Floor
527 E. Burnside

Portland, Oreg. 97214

Washington

Penn Park Building
803 West Broad
Falls Church, Va. 22046

Telephone number
504-527-6115

212-971-7531

703-627-7267

215-597-4333

415-556-6200

206-583-5356

503-226-1474

703-557-8920

GAO DIRECTORY
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