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CHAPTER ONE

HIGHLIGHTS OF ACTIVITIES
FOR THE YEAR

Responsibilities and Objectives

The General Accounting Office is an inde-
pendent, nonpolitical agency in the legislative
branch of the Federal Government. Created by
the Budget and Accounting Act, 1921, it carries
out several interrelated functions that are as-
signed by law:

Assisting the Congress in its legislative and
oversight activities.

Assisting in the control of Federal election
campaign expenditures.

Providing legal services.

Auditing the programs and activities of
Federal departments and agencies.

Assisting in the improvement of Federal
agency financial management systems.

Settling claims and collecting debts.

One of our most important objectives is to
strengthen the processes through which the
Congress can obtain from the executive branch
reliable information on Government program
operations.

We have done much in this direction, and we
plan to do more. In the past 7 years, our direct
assistance to the Congress has increased more
than threefold to the point where it represents
one-fourth of the total effort of our professional
staff.

It is not our purpose to “sell” our services to
the Congress. In fact, we often have resisted
additional responsibilities if we thought we could
not discharge them adequately. However, we
have made strenuous efforts to foresee the
needs of the Congress and to make our informa-
tion, conclusions, and recommendations available
promptly in order to be relevant and useful to
the work of the congressional committees.

It is not our objective to become the “think
tank” for the Congress on the best solutions to
pressing national problems. Nor is it our job to
assess overall national program priorities or
budget-funding requirements. Our greatest con-
tribution is to provide answers to such questions
as:

Is it possible to eliminate waste and ineffi-
cient use of public moneys that the agencies
and their contractors may have considered
acceptable in the past?

Are Federal programs, whether adminis-
tered directly by the Federal Government or
through other organizations, such as the
United Nations or State and local govern-
ments, achieving their objectives?

Are there other ways of accomplishing the
objectives of these programs at lower costs?

Are funds being spent legally? and is the
accounting system for them adequate?

Our objective is to recommend ways of making
both proposed and ongoing Federal programs
work better and to make the results of our
studies known before decisions are reached.
This is especially important when there are
strong pressures to move to new and untried
approaches or to infuse more money into pro-
grams that have not yet demonstrated their
worth.

The first and foremost responsibility for pro-
viding this type of information to the Congress
should continue to rest with the operating
agencies. Our Office, especially in view of the
independent position which it holds, can tell the
Congress how well it thinks the agencies have
done their jobs of evaluating the effectiveness of
their programs. We can supplement agency
efforts and go more deeply into problems which
they may not have dealt with adequately.

Our greatest asset is the competence, dedica-
tion, and enthusiasm of our staff. We are
employing and developing individuals with var-

1
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Comptroller General Elmer B Staats discusses complexities of progress payment practices on the C-5A aircraft with Senator William
Proxmire during hearings by the Joint Economic Committee on December 18, 1972,

ied backgrounds and competence in keeping
with the diverse areas which we review. It is
essential that we maintain our hard-earned rep-
utation for objectivity, accuracy, and high
professional standards. This is particularly im-
portant as we increasingly emphasize audits
having as their principal objectives the assess-
ment of the results of Government programs
and whether these programs are being carried
out as the Congress intended.

We cannot avoid the situation where some of
our reports will be considered controversial in
the eyes of those who disagree with our conclu-
sions and recommendations. This simply under-
scores the importance of developing and
presenting our conclusions and recommenda-
tions as fairly, objectively, and factually as possi-
ble.

We do not lobby for a particular legislative or
program decision. Rather, we endeavor to pro-
vide the kind of objective analysis of alternatives
that can be valuable to the Congress in reaching
its own conclusion. In short, we must avoid a
partisan program role just as we have carefully
avoided a partisan political role.

2

In a broader context, GAO is responsble o
the public. GAO reports to the Congress, if not
classified for national security reasons, are public
reports. Although we have no official ombuds-
man responsibility, we try at all times to be
sensitive to responsible criticisms of Federal
programs and to take these criticisms into ac-
count in our reports and in deciding which areas
to review.

We do not seek publicity for our reports. But
we think it quite important that the public have
full access to our findings and conclusions. We
provide the public with a meaningful demon-
stration of the openness of our governmental
processes.

We recognize that certain information must be
classified in the interest of national security. The
legal authority to classify information rests with
the operating agencies. We do, however, ques-
tion security classifications which seem unneces-
sary.

Concerns are being voiced increasingly in the
Congress and elsewhere about the apparent
decreased confidence in the Government, partic-
ularly in the Government’s ability to make pro-




grams work effectively and to serve well those
individuals and groups for which public funds
are spent. Therefore, it is more important than
ever that the public be aware of the work of
GAO as an organization which has as its princi-
pal concerns fiscal integrity and the economical
and effective management of Government pro-
grams.

Organization

Until early in 1972, GAO organized its audit
divisions by major classes of Federal agencies.
For example, the Defense Division was responsi-
ble for the audit of the activities of the Depart-
ment of Defense, the Civil Division for civil
departments and agencies, and the International
Division for international activities of all agen-
cies.

In 1972 the Office was reorganized to assign
audit and other responsibilities on a functional
and program basis. The 1972 annual report
discussed details of this change. The revised
organization structure as of June 30, 1973, is
shown at the beginning of this chapter.

Fiscal year 1973 was the first full year of
operation under the revised organization. It has
been a successful change which has strengthened
and improved our ability to carry out assigned
functions.

Direct Assistance to the Congress

Since we are an arm of the Congress, our
effectiveness has to be judged, to a large extent,
by our performance in serving its many needs.
We direct our staff resources to work that will
produce information on Federal programs, ac-
tivities, and operations that will be useful to the
Congress and also contribute to improving pro-
gram effectiveness, efficiency, and economy.

For planning purposes we classify certain
work as being of direct assistance to the Con-
gress. This work includes:

Special audits or studies requested by
congressional committees and  individual
Members of Congress or made pursuant to
recommendations in committee reports.

Testimony at hearings.
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Work of GAO staff assigned to congres-
sional committees.

Specific studies directed by law.

Advice and assistance to committees and
Members of Congress on legal, legislative,
accounting, and auditing matters—especially
relating to legislation under consideration.

Accounting, auditing, and advisory services
for House and Senate financial and adminis-
trative operations.

Liaison activities with congressional commit-
tees and individual Members.

This category of work does not include the
very substantial amount of work involved in
auditing the affairs of Federal agencies. We
make these audits either because we believe the
results will be useful to the Congress or because
they are required by law on a recurring basis.
Even though the committees and Members of
Congress may use the information in these audit
reports, we do not classify this work as direct
assistance.

Although statistics on the numbers of audit
reports issued do not tell the complete story of
GAO operations, they do indicate the amount of
work performed. Reports completed in fiscal

year 1973, as compared with 1972, were as
follows:

1913 1om2
Congressional reports:
To the Congress «o.coeeesroncasenenas 152 150
To congressional committees .....o.cuue 180 130
To Members of the Congress ......... .. 172 199
504 479
Reports to Federal agency officials ......... 405 469
Reports of Office of Federal Elections ...... 0 ...
Total .....vvn. eeeeieaienee... 940 048

During the year, we submitted 504 reports on
audits or special studies to the Congress, its
committees, and its Members as compared with
479 for the previous year. In addition, copies of
numerous audit reports to Federal agency offi-
cials were sent to interested congressional com-
mittees for their information and use. Under
section 236 of the Legislative Reorganization Act
of 1970, Federal agency heads are required to
report directly to the Committees on Govern-
ment Operations and the Committees on Appro-
priations as to actions taken on recommendations
directed to them in GAO reports.
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Overall, about 25 percent of our professional
staff’s time was spent on directly assisting the
Congress during fiscal year 1973. Staff resources
applied to assisting the Congress have increased
substantially in recent years.

Statistical and other information about this
category of our operations follows.

Reports to committees and Members—In response
to specific requests for information requiring
audit work or special studies, we provided 180
reports to chairmen of congressional committees
or subcommittees (including 8 to officers of the
Congress) and 172 reports to individual Mem-
bers of Congress during the year. The titles of
these reports and the requesting committees and
Members are shown in the complete listing of all
GAO reports for fiscal year 1973 in appendix 2.
In addition, we provided 1,216 written reports
to Members on request concerning claims by and
against the United States. These claims involved
such subjects as Government contracts, pay and
allowances of personnel, travel, and transporta-
tion.

Testimony at hearings—GAQO representatives tes-
tified on 38 different occasions during the year

before congressional committees. A complete list
of these appearances and the subject matter is
included in appendix 4.

Staff assignments to committees—68 staff mem-
bers were assigned, on request, to the staffs of
19 different committees or subcommittees. De-
tails concerning these assignments are presented
in appendix 3, as required by the Legislative
Reorganization Act of 1970.

Specific studies directed by law—A major report
directed by law which was completed during the
year was our study of health facilities construc-
tion costs (B-164031(3), Nov. 20, 1972). This
study was directed by the Comprehensive Health
Manpower Training Act of 1971. (See p. 88 for
further details.)

Reports on pending legislation—First-hand review
and observation of agency programs and activi-
ties enable us to provide congressional commit-
tees with independent, objective advice on
proposed legislation; the committees regularly
call on us to comment on pending bills. During
the year, 575 reports on pending bills were
furnished to committees—297 to the Senate and

Office of Legislative Liaision staff members Vincent Griffith, Smith Blair, Martin Fitzgerald, Roger Sperry, and Sam Bowlin discuss
congressional assistance efforts with Deputy Comptroller General Robert F. Keller (center).




278 to the House. The following table shows the
committees and numbers of reports involved.

REPORTS ON PENDING LEGISLATION

Senate Committees

Armed Services ........ciiiciciiinnieananans 1
Banking, Housing and Urban Affairs .......... 4
COMINETCE .1 vvvenneenorasonransassssasensos 123
Government Operations ......c.ooovvevnninvenans 52
Judiciary ....ieiiiiiii it i et 9
Labor and Public Welfare ...........0vvivnn 102
Public Works ......coiiiiiiiiniiiiiiiiiennes 1
Rules and Administration ..c....cveiviienns. 2
Veterans’ Affairs .....o0viiriiiiiinirennnnes 3
297
House Committees

Armed Services .......vereeciiianianeeiaanns 1
District of Columbia ........ccieeeennrieenans 1
Government Operations .......cecuoeeveranacas 126
House Administration .........ccccieervnnees 5
Interstate and Foreign Commerce ............0 20
Judiciary ... iiiiiiiit it ittt 49
Merchant Marine and Fisheries .......... ... 28
Post Office and Civil Service ......cvcvvvurnas 10
Public Works .....coiiieiinerinranenenenannas 3
Science and Astronautics ........ccc00iirnnaaan 29
Standards and Official Conduct ............... 4
Ways and Means . ...ovvvvvnecenosnnrroaannas 2
278

) 575

Legal and legislative assistance—Committees and
Members called upon us increasingly for formal
and informal legal advice and assistance; views
on contractual, liscal, and administrative provi-
sions of law; drafts of legislation; and views on
administrative regulations.

Assistance on House and Senate financial and
administrative operations—As in past years, we
continued to have a professional staff at the
Capitol to audit financial operations and provide
advisory services. (See p. 136 for further informa-
tion.)

Liaison activities—QOur Office of Legislative Liai-
son is the central coordination point within GAO
for providing the Congress with prompt and
effective assistance. Under the direct supervision
of the Deputy Comptroller General, Robert F.
Keller, this office maintains continuous contact
with congressional committees and Members of
Congress to serve as a communications and
coordination link between the Congress and the
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General Accounting Office. The members of the
Office of Legislative Liaison are Smith Blair, Jr.,
Martin J. Fitzgerald, Roger L. Sperry, and T.
Vincent Griffith.

The Social Security Amendments of 1972 (86
Stat. 1329) provide an example of how our
reports assist the Congress in its legislative work.
Enacted in October 1972, these amendments
made numerous changes designed to improve
the ddministration of the Medicare and Medicaid
programs. GAO reports to the Congress or to
cognizant legislative committees had a direct or
indirect impact on at least 11 of these legislative
changes. In its February 1973 report on Legisla-
tive Review Activity during the 92d Congress,
the Senate Committee on Finance acknowl-
edged that our assistance in the oversight of

these programs culminated in some of the
reforms included in the law.

Improving Congressional Control
Over the Federal Budget

When Public Law 92-599, which temporarily
increased the public debt limit, was enacted in
October 1972, the Congress established the Joint
Study Committee on Budget Control. The Com-
mittee was to study “the procedures which
should be adopted by the Congress for the
purpose of improving Congressional control of
budgetary outlay and receipt totals * * *.”

On February 7, 1973, the Committee pub-
lished an interim report containing 10 tentative
recommendations for improving congressional
control over the Federal budget. On March 7,
1973, during the Committee’s extensive hearings
on the recommendations, the Comptroller Gen-
eral presented his views.

On April 18, the Study Committee issued its
final report which reflected many of the Comp-
troller General’s suggestions. The cochairmen of
the Study Committee informed the Comptroller
General that:

We think your testimony more than any other emphasizes the
need for more forward planning, the need for a new awareness

of the long-term spending implications of current appropria-
tions * * *,

In the meantime numerous bills had been
introduced to strengthen congressional control
over the budget. The Subcommittee on Budget-
ing, Management, and Expenditures of the Sen-
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ate Committee on Government Operations held
hearings on the subject, and the Comptroller
General presented his further views on May 1,
1973.

Standardized Budgetary and
Fiscal Data System

Sections 201 and 202 of the Legislative Reor-
ganization Act of 1970 require the Secretary of
the Treasury and the Director of the Office of
Management and Budget, with GAO coopera-
tion, to develop, establish, and maintain (1) a
standardized information and data processing
system for budgetary and fiscal data and (2)
standard classifications of Federal programs,
activities, receipts, and expenditures.

As the agent of the Congress, GAO is to
insure that congressional interests are adequately
considered in developing the required systems.
We reported to the Congress in February 1973
on the need for more vigorous action on this
work in the executive branch. In June, the
Office of Management and Budget established a
full-time, six-man team to develop a comprehen-
sive plan for the required system. (See p. 28 for
further details.)

Monthly List of GAO Reports

As required by section 234 of the Legislative
Reorganization Act of 1970, the Comptroller
General sends each month to the Congress, its
committees, and its Members a list of GAO
reports issued or released during the previous
month.

These lists help committees and Members
keep informed about GAO reports and also
serve as a ready reference to reports issued.
Each list shows the title of each report, the date
of issuance, and the file number and identifies
the Government agencies or other organizations
responsible for the activities reported on.

Federa! Election Activities

The Presidential Election Campaign Fund Act,
approved December 10, 1971, and the Federal
Election Campaign Act of 1971, approved Feb-
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ruary 7, 1972, established new procedures con-
cerning the financing and disclosure of
campaign expenditures for Federal elections.
Both laws assigned responsibilities to the Comp-
troller General, mainly relating to the disclosure
of campaign expenditures for Presidential and
Vice-Presidential candidates. During fiscal year
1972, a separate Office of Federal Elections was
created in GAO to carry out these responsibilities.

As more fully described in chapter two, this
office was quite active during fiscal year 1973. It
received, and made available for public inspec-
tion, 13,599 reports required to be filed during
the 1972 election campaigns by political commit-
tees and candidates. It prepared a summary
listing showing names of about 85,000 contribu-
tors of more than $100. This listing was released
to the public in August 1973. In addition, 40
reports on audits and investigations of various
committee and campaign activities were issued;
11 of these reports were referred to the Depart-
ment of Justice for appropriate action on appar-
ent violations of law.

Auditing

Auditing the programs and activities of Fed-
eral departments and agencies and their contrac-
tors and grantees involves the largest
expenditure of GAO resources.

The primary purposes of GAO audits are to:

Evaluate the efficiency, economy, legality, and
effectiveness with which Federal agencies carry
out their financial, management, and program
responsibilities.

Provide the Congress and Federal agency
officials with significant and objective infor-
mation, conclusions, and recommendations
that will aid them in carrying out their
responsibilities.

GAO auditors operate in almost every Federal
agency in the United States and in numerous
foreign countries. During fiscal year 1973, we
performed 1,585 audits in the United States and
53 other countries.




Civil agency programs .....c.eeovestavcnnrsacnas 639
Defense Programs ........ceeeereeeccocnsrsnnas 555
International programs ..........e.ceeiiiiniiann 151
Government-wide and multiagency programs ....... 240

B 7 1,585

The results of much of the audit work per-
formed during the year will be included in
reports published during the next fiscal year.

In planning our audit work, we emphasize
Federal programs and agency operations in
which there are strong present or potential
congressional interest and opportunities for im-
provement. We maintain continuous contact with
committees and their staffs through briefing
sessions and discussions.

In selecting Federal programs and activities
for audit, we consider such factors as their
importance and effectiveness, the amount of
expenditures, and the investment in assets. In-
creasingly we are providing the Congress and
agencies with information on progress made in
achieving program objectives, on program defi-
ciencies which impede operational success or
increase program costs, and on possible alterna-
tive approaches to accomplishing congressional
objectives.

We, are making an increasing number of our
audits on a multiagency basis so that the results
of our work will be more useful to the Congress,
its committees, and its Members. We are also
performing audit work on programs and issues
of great present and future significance (e.g.,
energy and environmental research and devel-
opment).

We have been giving particular attention to
international trade development, participation in
international organizations, and the many ele-
ments of foreign assistance. Our current and
past efforts have also concentrated on identify-
ing ways to improve U.S. participation in the
management- of international organizations and
financial institutions.

Auditing Standards

On August 1, 1972, we published a new
statement of standards for auditing governmen-
tal organizations, programs, activities, and func-
tions. This project was begun in 1970 under
GAO leadership with assistance from major
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Federal agencies involved in grant-in-aid pro-
grams. The standards are intended for applica-
tion by Federal, State, and local government
auditors and public accountants engaged in the
audit of governmental activities. They were de-
veloped in recognition of the need for improve-
ment in the quality of auditing at all levels of
governmental activity, particularly where Federal
financial assistance is involved.

There is widespread interest in these stand-
ards and the comprehensive scope of audit work
they call for. Our continuing efforts in this
activity are being directed to familiarizing gov-
ernmental managers and auditing authorities
with these standards and assisting them in other
ways in applying them where Federal funds are
involved.

Transportation and Other Audit Work

As part of our wide-ranging audit responsibili-
ties, we:

Make centralized audits of transportation
payments.

Audit Government corporations and other
business-type activities.

Review accounting systems in operation.

Audit and settle accounts of accountable offic-
ers.

The largest part of this category of work stems
from the Transportation Act of 1940, which
requires GAO to postaudit all billings for trans-
portation under standard Government transpor-
tation forms. This work is performed centrally
in Washington.

We are working on a program to automate
our transportation audits and to make our audit
system compatible with agency management and
fiscal systems. This program is consistent with
our long-term objective of transferring the
prime audit responsibility for transportation
payments to the executive branch. This transfer,
when accomplished, will not diminish our man-
agement and program reviews of transportation
and traffic management operations because we
will periodically review the adequacy of the
agencies’ systems for auditing the payments.

During the year, we audited $1.4 billion in
transportation charges—including $830 million
paid for 4.1 million freight shipments and $587
million for 2 million passenger movements.
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We stated a total of 74,686 claims of over-
charge against carriers for $11.9 million. Collec-
tions from carriers amounted to $12.8 million;
16,505 claims against the United States by car-
riers were settled for $3 million.

We furnished assistance to the Department of
Justice in 21 suits for $2,541,175 involving 2,120
shipments. Thirty-one suits, the subject of re-
ports in this or prior years, were settled for
$832,952, or about $860,015 less than claimed.

Additional information about our transporta-
tion audit and claims activities is included in
chapter twelve.

Our work on the audit and settlement of
accounts of accountable officers, required by the
Budget and Accounting Act, 1921, is directed
primarily to examinations of the adequacy of
agencies’ financial management systems, includ-
ing their internal audits. Our objective is to
assure ourselves that the agencies’ systems and
controls are adequate so that we can limit our
work to spot checks of how those systems are
actually working. We can then fulfill our respon-
sibilities with a minimum of staff time.

The audit activities of GAO for the year
relating to specific Federal programs and activi-
ties are discussed in chapters four through
thirteen.

Financial Management Improvement

Under the Budget and Accounting Procedures
Act of 1950, GAO:

Prescribes accounting principles and stand-
ards for the guidance of executive agencies.

Cooperates with the agencies in improving
their accounting and financial management
systems,

Approves agencies’ principles and standards
and accounting systems designs when they are
determined to be adequate.

Works with the Office of Management and
Budget, the Treasury Department, and the
Civil Service Commission in the Joint Finan-
cial Management Improvement Program, a
Government-wide program for stimulating im-
provements in accounting and other financial
management practices.

In fiscal year 1973, we approved 6 statements
of accounting principles and standards and 13
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designs of accounting systems submitted by civil
and international departments and agencies. As
of June 30, 1973, 146 statements of accounting
principles and standards and 95 accounting
systems designs had been approved out of a
total of 154 systems subject to our approval.

During the year we approved 3 statements of
accounting principles and standards and 2 sys-
tems designs for the Department of Defense. As
of June 30, 1973, we had approved 145 state-
ments of principles and standards and 18 sys-
tems designs of the 160 systems in this
Department subject to our approval.

Settlement of Claims

In addition to settling claims involving car-
riers, we settle other categories of claims by and
against the Federal Government. In doing so, we
provide aggrieved parties with an impartial and
independent settlement of their claims at little or
no expense to them, since we are completely
independent of the agencies out of whose opera-
tions the claims arise. By avoiding possible
litigation, it also significantly reduces the burden
on the courts and the Department of Justice.

Claims against the United States referred to
GAO for settlement are (1) those required by
statute to be paid on settlement by GAO and (2)
those involving doubtful questions of law or fact.
During the year we settled 6,993 claims against
the United States for $130.6 million.

We examine and adjudicate claims made by
the United States which are referred to us
because of administrative doubt as to the liability
of the debtor or the amount of the debt. Other
claims are referred to us because debt collection
efforts have been unsuccessful. During 1973, we
settled 25,615 claims resulting in the collection
of $4 million. As of June 30, 1973, there were
13,5677 claims under collection amounting to
about $11.8 million. There were also 1,035
claims reported to the Department of Justice for
collection by suit.

Savings

It is always difficult to determine the full
effect of GAO activities in terms of improvement
of the operations and the effectiveness of the



Government. Our main objective is to concern
ourselves with opportunities for improving the
economy and the effectiveness of Government
programs irrespective of the amount of savings
which we might claim from our work at the end
of the year. Many actions taken in response to
our recommendations cannot be readily meas-
ured in terms of dollar savings.

Although we do not believe that dollar savings
is the best measure of our effectiveness, we feel
that it is useful to maintain a record of readily
determinable dollar savings resulting from our
work, including the adoption of GAO recom-
mendations. For fiscal year 1973 these savings
amounted to $284 million, including about $24
million in cash collections and $260 million of
other savings.

Detailed information on these savings is
shown in appendix 6. This appendix also de-
scribes financial benefits which are not fully or
readily measurable in dollar terms and savings
and benefits to persons or organizations not in
the Government.

Operating Expenses

GAO’s operating expenses for fiscal year 1973
amounted to $97.1 million. About 87 percent of
the amount—$84.3 million—was for salaries and
other personnel costs.

Financial statements showing our financial
position, summary of operating expenses, and
sources and application of funds are included in
appendix 8. '

Staffing

At June 30, 1973, we had 4,962 employees,
136 more than a year earlier. Of the current
total, 3,358 (nearly 70 percent) were members of
our professional staff. Our professional staff is
marked by its growing interdisciplinary charac-
ter. (See table on p. 166.)

Equal Employment Opportunity Program

We improved this program during the year
through intensified recruiting, new training initi-
ations, improved directives, and the formal rec-
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ognition of significant achievements in the
program.

Through an intensified college recruiting pro-
gram, we were successful in employing more
minority group members and females at the
professional entrance level. We also increased
our upper-level hires with respect to both

groups. (See p. 174 for details.)

Upward Mobility

We developed an Upward Mobility Program to
provide avenues of advancement into our
professional ranks for interested employees who
lack the necessary qualifications in terms of
education and experience. This program will
provide such employees with the opportunity to
meet qualification requirements through the
completion of work-related courses at approved
colleges and universities, career counseling and
training in GAO, and carefully planned and
supervised on-the-job work experience. Success-
ful completion of the program will enablé partic-
ipants to join the professional staff as attorneys,
management analysts, or claims adjudicators. A
brief description of this program appears on
page 173. '

Commission on
Government Procurement

This Commission, of which the Comptroller
General was a member, was established by law in
1969 to make a comprehensive study of Federal
procurement statutes, policies, and practices.
The Commission completed its work during
fiscal year 1973 and submitted a four-volume
report to the Congress on December 31, 1972.
The report contains 149 recommendations for
improving Government procurement.

By arrangement with the House Committee on
Government Operations, the General Account-
ing Office will monitor and follow up on execu-
tive branch actions taken on the Commission’s
recommendations.

Recommendations for Legislation

As required by the Budget and Accounting
Act, 1921, our Office includes in reports to the

9
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Congress recommendations “looking to greater
economy and efficiency in public expenditures.”
Sometimes these recommendations require legis-
lation.

A summary of such recommendations in-
cluded in reports issued during the fiscal year
1973, together with open recommendations re-
ported in prior years, is included in appendix
10.

Access to Records

If GAO is to satisfactorily audit the programs
and activities of Federal departments and agen-
cies, it must have access to their books, docu-
ments, papers, and records. The Congress
recognized this need by providing us with broad
authority for such access when it enacted the
Budget and Accounting Act, 1921, and it has
repeated this authorization in numerous laws
enacted since then.

Most executive departments and agencies co-
operate with us in providing access to their
records for audit purposes. During the vyear,
however, we continued to encounter restrictions
on our access to records, or unwarranted delays
in providing access, on the part of certain
agencies, notably the Department of Defense,
the Department of State, the Treasury Depart-
ment, and the Federal Deposit Insurance Corpo-
ration.

The 1972 annual report discussed this subject
at some length. Although some improvement
took place during the current year, the problem
is still a serious one. That the Congress itself is
becoming increasingly concerned about it is
evidenced by the fact that, on several different
occasions this year, the Comptroller General or
other GAO representatives testified on the sub-
ject before congressional committees—e.g., Sen-
ate Judiciary, House Government Operations,
Senate and House Appropriations Committees.

The right of generally unrestricted access to
records is based not only on laws enacted by the
Congress but is a necessary adjunct to the duties
and responsibilities of the Comptroller General.

One of the titles of the proposed Accounting
and Auditing Act of 1973 is concerned with this
subject. It proposes to establish a procedure for

10

obtaining records to which we are entitled by
law and provides a means of enforcing those
rights after a Federal court has issued a declara-
tory judgment stating that we have a statutory
right to see the specific records involved.

Proposed Accounting and
Auditing Act of 1973

In June 1973 bills were introduced in the
Senate (S. 2049) and House (H.R. 9091) as the
proposed Accounting and Auditing Act of 1973
which would strengthen and update the author-
ity and functions of the General Accounting
Office. These bills contain a variety of provi-
sions, all intended to enable us to more effec-
tively carry out our statutory responsibilities.
Included are provisions:

Enabling the Comptroller General to sue in
the Federal courts when his determinations
differ from those of the Attorney General.

Authorizing the Comptroller General to is-
sue subpoenas for negotiated contract and
subcontract records and records of other non-
Federal individuals and entities.

Directing the Comptroller General to assist
the Congress in obtaining budget, fiscal, and
program information.

Restating GAO’s right of access to Federal
agency records and records of recipients of
Federal assistance and providing procedures
for enforcing those rights.

Giving the Comptroller General custody and
control over the GAO Building.

Directing the Comptroller General to make
profit studies of Government contractors.

Authorizing the Comptroller General to
prescribe limitations on the amount of indi-
vidual disbursement vouchers which may be
preaudited by Federal agencies under statisti-
cal sampling techniques.

Transferring responsibility for detailed au-
dit of transportation payments to the execu-
tive branch.

Authorizing GAO
priated-fund activities.

Reducing frequency of audits required of
Government corporations and certain other
entities.

audits of nonappro-



CHAPTER TWO

SUPERVISION OF POLITICAL
CAMPAIGN FINANCING
AND REPORTING

The Comptroller General’s authority and re-
sponsibility with respect to political campaign
financing and reporting are significantly differ-
ent from GAO’s traditional functions. The 92d
Congress enacted two laws which set forth these
new and unique functions: (1) The Presidential
Election Campaign Fund Act (title VIII, Public
Law 92-178, Dec. 10, 1971) and (2) the Federal
Election Campaign Act of 1971 (Public Law 92-
225, Feb. 7, 1972). The Office of Federal
Elections was established within GAO in 1972 to
perform the functions assigned by these laws.

The Presidential Election
Campaign Fund Act

This act amends the Internal Revenue Code to
provide for public financing of Presidential
election campaigns by a tax checkoff procedure.
Originally, the act permitted a taxpayer to
allocate $1 of his tax payment ($2 for joint
returns) to either a general account or the
political party of his choice. The Congress, on
June 30, 1973, approved an amendment which
eliminated the party option. Accordingly, funds
allocated by taxpayers will now be shared by all
eligible candidates.

The act requires the Comptroller General to:

Certify to the Secretary of the Treasury the
payments to which eligible Presidential and
Vice-Presidential candidates are entitled.

Audit candidates’ campaign expenses after
each Presidential election and recover any
.amounts used for ineligible campaign ex-
penses.

Receive, in the weeks immediately preceding
the election, periodic statements from the
candidates of incurred and proposed cam-
paign expenses and publish a summary of
such statements in the Federal Register with
any necessary additional information.

Report to the Congress, as soon as practica-
ble, on operations under the law.

Instruct his attorneys and counsel to partici-
pate in judicial procedures arising under this
law.

The new subtitle also establishes a Presidential
Election Campaign Fund Advisory Board to
counsel and assist the Comptroller General in
performing the duties and functions assigned to
him by the act. The Board is composed of:

The majority and minority leaders of the
Senate and the Speaker and minority leader
of the House of Representatives.

Two members representing each major po-
litical party to be appointed by the Comptrol-
ler General from recommendations submitted
by the political parties.

Three members representing the general
public to be selected by the members de-
scribed above.

The Board has been partially established. The
two members representing the Democratic Party
are Robert S. Strauss and C. Peter McColough.
The Republican Party representatives are
George Bush and Bryce Harlow. Mike Reed has
been designated to represent the Speaker of the
House in connection with the work of the
Board, and the Honorable Frank Valeo is to
perform a similar function for the majority
leader of the Senate. Robert T. Hartman will
represent the minority leader of the House, and
William Hildenbrand will represent the minority
leader of the Senate.

Altheugh title VIII of Public Law 92-178
became effective January 1, 1973, no substantial
action is required of GAO until 1976.
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OFFICE OF FEDERAL ELECTIONS

DIRECTOR
P. S. HUGHES

DEPUTY DIRECTOR
L. F. THOMPSON
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SYSTEMS
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The Federal Election Campaign Act
of 1971

This act requires the Comptroller General to
(1) prescribe regulations and perform related
functions involving communications media
usage, (2) serve as both a supervisory officer and
an administrator of the law with respect to
disclosure of campaign funds, contributions, and
expenditures, and (3) perform a national clear-
inghouse function for research and information
on the administration of elections.
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CLEARINGHOUSE ON
ELECTION ADMINISTRATION|

G. L. GREENHALGH
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The act specifies that the Comptroller General
is supervisory officer only for Presidential and
Vice-Presidential candidates. The Clerk of the
House is supervisory officer for candidates for
the House of Representatives and the Secretary
of the Senate for candidates for the Senate. A
close working relationship is necessary among
the three to insure adequate coordination of
forms, regulations, and administrative practices.
Cooperation has been excellent.

Section 308 of title III sets forth the duties of
the supervisory officers in specific detail.



Report Processing and Control

Title IIT of the act requires supervisory offi-
cers to supply candidates and reporting commit-
tees with prescribed report and statement forms.
During fiscal year 1973 the Office of Federal
Elections received and processed approximately
4,400 requests for forms and instructions.

To fulfill the requirements of public inspec-
tion, each report and statement filed is indexed
with an identification number which is used by
members of the press and the general public
when requesting copies. By June 30, 1973, the
office had received 13,599 reports and state-
ments from 2,585 committees and 35 candidates
for a total of 98,912 pages of documentation.
These reports and statements are available for
public examination, and copies can be purchased
for 10 cents a page. Approximately 121,000
pages have been purchased.

GAO staff members processing reports in the Office of Federal
Elections: Madeline Sechiel and Sharon Kyle.

News reporters reviewing campaign finance reports in the Office of
Federal Elections.

g e 78 e sy
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Report Analysis and Investigation

Each report is processed to make it available
for public inspection, and a preliminary desk
audit is made for completeness and accuracy.
Once the report is made available to the public,
further audit and investigation depends upon
specific circumstances.

If the report is the subject of a complaint or if
allegations of irregularity have been made, an
immediate audit and investigation may be un-
dertaken to bring out the facts as soon as
possible. If the case can be handled routinely,
the audit of the report and the committee filing
it is made under an audit program which
provides for audit of all national committees, all
State major-party central committees, and a
significant sample of other committees by the
end of calendar year 1974.

By the end of fiscal year 1973, we had
completed 40 audits and investigations and 127
audits and investigations were in process. We
formally referred 11 reports to the Department
of Justice for appropriate action as “apparent
violations” of the act.

Audits and investigations, both special and
routine, are made in accordance with the provi-
sions of section 308(a)(11) and (12) of the act.
Section 308(d) requires investigation of com-
plaints based on alleged violations of the act.

Approximately 2,000 committees were regis-
tered with and reporting to our office at the
time of the general election in 1972. The 15
GAO regional offices participate extensively in
conducting these audits. The audits provide
collateral benefits as a training medium for
Office of Federal Elections staff as well as for
committee chairmen, treasurers, and account-
ants. We expect to develop better forms, in-
structions, and guidance from this experience.
We have already been able to make recommen-
dations to the Congress for legislative changes to
improve and simplify reporting and recordkeep-
ing requirements.

Automatic Data Processing
The large number of reports and the report-

ing requirements set forth in section 308 have
made it essential that we use automatic data
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processing equipment. This equipment has been
used for many activities ranging from the crea-
tion of an index of filed reports and statements
to the preparation of summary information on
contributions and expenditures for the annual
report which GAO is required to prepare and
publish. The law specifically requires the prepa-
ration and publication of a summary of contri-
butions and expenditures by candidate and
party and a listing by name of all contributors of
more than $100. This list, containing about
85,000 names, was released in August 1973.

A summary alphabetical list of contributions to
Presidential candidates and committees from
April 7 (the effective date of the act) through
August 31, 1972, was prepared to make infor-
mation available before the Presidential election
and to gain experience in systems design to
provide required information. The list, which
was available October 21, 1972, contained more
than 36,000 entries.

National Clearinghouse on
Election Administration

Section 308(c) of the act requires the Comp-
troller General to establish a clearinghouse on
election administration information by issuing
contracts for independent studies of election
administration problems. The law specifically
requires studies in voting and counting methods,
registration practices, and training of election
boards and personnel.
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By the end of the year we had entered into
the following five contracts or letters of agree-
ment:

A study of election administration in seven
specific jurisdictions to identify reasons for
success or failure. A preliminary report was
distributed in September 1972 to a large
number of election officials throughout the
country.

A survey of organizations currently engaged
in election administration research.

A Commerce Clearing House agreement to
assemble copies of State legislation relating to
elections in all States.

A Library of Congress agreement to collect,
index, and abstract the Commerce Clearing
House material for compilation and distribu-
tion to election officials nationwide.

A register of State, county, and local elec-
tion authorities responsible for administering
Federal elections.

Contracts or letters of agreement under
negotiation at the end of fiscal year 1973
included:

A study of the national registration systems
in use throughout the United States to iden-
tify their range and analyze their strengths
and weaknesses.

A study of election machines to evaluate
their strengths and weaknesses.

A feasibility study on State and local elec-
tion-administration-expenditure data.

e s



CHAPTER THREE

LEGAL SERVICES

The legal work of the General Accounting
Office stems from article 1, section 9, clause 7 of
the U.S. Constitution, which provides that “No
Money shall be drawn from the Treasury, but in
Consequence of Appropriations made by law * *
*” Thus, control over the public purse was
placed in the hands of the Congress.

The Comptroller General has statutory re-
sponsibility for determining the propriety of
public expenditures by the executive branch.
The Office of the General Counsel, which is
under the direction of Paul G. Dembling, Gen-
eral Counsel, and Milton J. Socolar, Deputy
General Counsel, provides legal advice to, and
on the behalf of, the Comptroller General to
help carry out this responsibility. An organiza-
tion chart appears on the following page.

In addition to dealing with matters covering
the legality of Government expenditures, this
office prepares reports to the Congress on
proposed legislation, often working closely with
committee staff members, and reviews all GAO
audit reports to make sure that legal implications
have been appropriately considered.

Because our Nation’s social, political, eco-
nomic, and military needs are broad and becom-
ing more complex, we are providing legal
assistance of increasingly broad scope: formal
decisions, comments on proposed legislation,
opinions to other GAO divisions and offices,
audit report reviews, and informal advice fur-
nished daily.

The volume of legal matters we consider
continues to grow. As may be seen in the
following table, the number of such matters
increased by over 15 percent in the last 5 years.

Fiscal year Fiscal year
1978 1968

Procurement law:

Bid protests .....cciiinniiinennns 1,096 450
Other ....iiviiiiiieininrnanass 580 1,112

Personnel law:
Civiian ..ovivevrnrronnnnannnrss - 899 926
Military .. oviiieiirriciienrnnen 514 572
Transportation «.......c..oeeveees 970 726
General Government matters ........ 1.285 804
Total .........c.ciiieinnn 5,344 4,590

Within these 5 years, our staff of attorneys
remained constant; 73 lawyers were hired to
replace the 72 who left.

In fiscal year 1973 we continued toward better
internal management and administration to im-
plement the 1972 realignment of our operating
groups.

We made a further change in the organization
of the Office of the General Counsel during the
year by creating the Special Studies and Analysis
Section. This section was created to do two
things: (1) to provide an overview of GAO-
created law and to consider policy questions of a
legal nature which commonly do not fall within
the traditional areas of responsibility of our
decisionwriting groups and (2) to integrate our
legal skills and experience with the talents of the
audit staffs in other divisions and offices.

Although this section was only created in
January 1973, it has been quite active and we
feel that it is providing a needed function. The
staff of seven attorneys and an assistant general
counsel has handled a multitude of projects and
has provided the General Counsel with the
analysis he requires to help resolve GAO policy
questions. Equally important, it has made prog-
ress in combining the skills of our legal staff
with those of other division audit staffs to make
GAO’s work products better.

Procurement Law
Many of our legal decisions involve Govern-
ment procurements. These decisions are signifi-

cant to the parties inside and outside
Government who are directly involved in the
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Reading clockwise from the lower left of the picture are:

James A. C. Stiliman, Special Assistant to the General Counsel; Herbert F. Lock, Deputy Assistant General Counsel, Civilian Personnel;
Robert H. Rumizen, Assistant General Counsel, Procurement Law; Louis Palmer, Assistant General Counsel Military Personnel; Matthew J.
Nevins, Assistant General Counsel, Transportation; F. Henry Barclay, Jr., Associate General Counsel, Personnel; Milton J. Socolar, Deputy
General Counsel; Paul G. Dembling, General Counsel; Edwin J. Cimokowski, Associate General Counsel, Transportation; Seymour Efros,
Assistant General Counsel, Procurement Law; Richard R. Pierson, Assistant General Counsel, Special Studies and Analysis; John W. Moore,
Associate General Counsel, General Government; John J. Higgins, Assistant General Counsel, General Government; and Wilbur R. Allen,

Acting Assistant General Counsel, Procurement Law.

Missing when the picture was taken were: Carl P. Friend, Assistant General Counsel, Civilian Personnel; and Paul Shnitzer, Associate

General Counsel, Contracts.

matters. In addition, for others who may be
concerned with the Federal procurement proc-
ess, these decisions are important as guides and
as precedents in connection with other protests,
claims, or litigation.

Bid Protests

Most of our decisions in procurement law deal
with the propriety of proposed or actual con-
tract awards. Under our bid protest procedure,
we provide an independent forum for the con-
sideration of complaints by interested parties
against agency procurement actions. Statistics on
our bid protest activities follow.

BID PROTEST ACTIVITY—FISCAL YEAR 1973

Disposition of cases handled

Protests sustained .......... eereeneeaae cen 40
Protests withdrawn .........c.c.000s U 124
Protests denied .......... J N 542
Miscellaneous actions ....... Ceteaeneaaaeas . 188

TOtal vevevvenrncsaesnsrensnsaassess 1,096

Formal decisions rendered

Department of Defense ............ e 2
Defense Nuclear Agency ........... Cieeerees 1
Defense Supply Agency .....cvovvvnvann. AN 59
Department of the Air Force .......... e 78
Department of the Army ........... ceeeeness 142
Department of the Navy .......cco0nenen veees 89
Marine Corps ....... 7

Total Defense ...ovvvvunanns Ceenaa ... 378
Architect of the Capitol ......... Chersseeaas 1
Atomic Energy Commission ............ ceean 2
Department of Agriculture .........c.c.vovunn 11
Department of Commerce .........o0n. eeeae 11
Department of Health, Education, and Welfare . 15
Department of Housing and Urban Development. 6
Department of the Interior ..........c0v0nnts 18
Department of Justice ....... Ceeens feeiaeans 5
Department of Labor ....... 1
Department of Transportation ......... Caeene 22
Department of Treasury ....... Ceereas Ceeees 5
District of Columbia Government ...... e 7
Environmental Protection Agency ........... . 5
Federal Communications Commission ..... e 2
General Services Administration ......... i 63
Government Printing Office ............ e 2
Library of Congress .......... N Ceeee 1
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National Aeronautics and Space Administration . 14
Small Business Administration ............... 1
Smithsonian Institute ..........cc0veivueun.. 1
Veterans Administration ..........co00evun.n 11

7 SN 582

|

Section 236 of the Legislative Reorganization
Act of 1970 requires that, whenever GAO has
made a report which contains recommendations
to the head of any Federal agency, the agency
shall report the actions taken as a result of such
recommendations. During the fiscal year we had
11 bid protest cases which involved such recom-
mendations. The following cases are representa-
tive.

A contracting agency canceled a contract after
discovering that the successful bid was low only
because the freight rate used in evaluating bids
was erroneous. Since the contractor was not at
fault, we concluded that the cancellation should
be changed to a termination for the convenience
of the Government so the contractor could
recover costs for work performed and expenses
incurred. (52 Comp. Gen. 215.)

We 1eviewed situations in which, after public
disclosure of bids, the invitations for bids were
canceled and the procurements readvertised.
Recognizing that readvertising a procurement
after public disclosure of bids may adversely
affect competition, we concluded that the ad-
ministrative actions were not supported by suffi-
ciently compelling reasons and recommended
that the original invitations for bids be reinstated
and awards made to the low. responsive, respon-
sible bidders. (B-177165, Jan. 31, 1973, and B-
177245, May 7, 1973.)

However, In some instances, the mandate for
full and free competition requires resolicitation.
A contract was awarded after a contracting
officer had solicited only those firms he knew to
have a given security clearance. He did not give
other possible sources an opportunity to estab-
lish eligibility. In that case we recommended
termination of the contract for convenience
since the procedure unduly restricted competi-
tion. (B-177412, Mar. 20, 1973, to be published
in 52 Comp. Gen.) Similarly, our office con-
cluded that proposals had not been solicited
from the maximum number of qualified sources
consistent with the nature and requirements of
the services being procured and recommended
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that any severable portions of the contract be
terminated for the convenience of the Govern-
ment and resolicited competitively.

Finally, a case concerned two invitations for
bids that contained two widely separated provi-
sions, one specifying the bidder’s acceptance
period and the other the minimum acceptance
period required for the bid to be considered
responsive. The minimum acceptance period was
greater than the period which automatically
applied if the bidder did not insert a different
figure. The failure of the solicitations to clearly
cross-reference the two provisions could be
viewed as a trap to ensnare the average bidder
into nonresponsiveness. This view was supported
by the fact that 10 of the 13 bids were nonres-
ponsive for failure to allow sufficient time for
bid acceptance. Therefore, we recommended
canceling the solicitations and readvertising. (B-
177879, May 18, 1973, to be published in 52
Comp. Gen.)

Advice to the Congress

We advised congressional committees on legal
aspects of procurement in several areas. In some
cases we provided our views formally; in other
cases orally.

At the request of the chairman of a congres-
sional committee, we considered whether an
arrangement whereby the Department of the
Navy took back the stock of one of its contrac-
tors (GAP Instrument Corporation) as a means
of effecting repayment of funds provided to the
contractor under Public Law 85-804, 50 U.S.C.
1431-35, which authorized an outright grant to
the contractor, was within the parameters of that
statute. We reviewed the statute and its legisla-
tive history. Though we concluded that acquir-
ing an interest in privately owned concerns was
not one of the actions contemplated by the
statute, we also recognized that grants under the
statute must be exercised prudently. Since an
analysis of the stock arrangement between the
Navy and the contractor indicated that it was
more like security for a loan than an investment
in the equity of the company, we advised the
committee that the arrangement was a proper
exercise of administrative authority under the
statute. (B-177734, Jan. 13, 1973.)



Pursuant to a congressional request, we exam-
ined a proposal involving a number of parties,
for developing a liquid-metal, fast breeder reac-
tor for producing energy. We reviewed the
proposal in detail, identified the legal problems
and possible ramifications of the arrangement as
originally proposed, examined the arrangement
terms for conformity with existing statutes, ques-
tioned agency personnel and private industry
representatives, and suggested alternative lan-
guage for the proposal agreements. For the
benefit of committee members and staff, we
participated in a detailed briefing on the pro-
posal and on our conclusions.

We also cooperated with another congressional
committee in reviewing the Department of the
Army’s drug abuse program. Though we pri-
marily ruled on the legality of contracts awarded
by the Army for laboratory services, we periodi-
cally briefed the committee staff, as well as other
congressional staff members who expressed in-
terest in current developments. Although we
found nothing illegal in the awards, we did find
an indication of several major problems regard-
ing contract performance and referred the mat-
ter to our audit division which is planning a
thorough review of this area.

Personnel Law

Civilian Personnel

The varied and complex array of statutes,
statutory regulations, administrative regulations,
and instructions governing the civilian personnel
structure, including the various pay systems in
the Federal Government, generate many ques-
tions about employees’ rights and entitlements
and the Government’s corresponding obliga-
tions. Frequently these questions are resolved
only by decisions of the Comptroller General
and may involve such subjects as pay, including
overtime, Sunday, holiday, night differential,
and hazardous duty pay; reimbursement for
travel, transportation, and relocation expenses;
vacation and sick leave; administrative leave;
benefits applicable to foreign service personnel;
dual employment restrictions; waiver of certain
debts due the United States; and other miscella-
neous subjects in the field of personnel manage-
ment.
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Heads of agencies and accountable officers
may obtain assurances from the Comptroller
General in these areas in advance of contem-
plated actions or payment of obligations, thereby
relieving them of the responsibility of making
determinations in doubtful cases and absolving
them from responsibility for actions taken in
accordance with such assurances. Similarly, em-
ployees, former employees, and persons claiming
through them are provided an inexpensive
forum for review of administrative actions disal-
lowing their claims for amounts they believed
the United States owes them.

We rendered a wide variety of decisions in the
civilian personnel area during the year. The
following are illustrative.

In one case involving a Presidential recess
appointee, we held that, under 5 U.S.C. 5503,
an appointee whose name had not been submit-
ted to the Senate for confirmation but who had
served in his position for more than 40 days
after a new session of Congress had begun was
not entitled to compensation for his services
after the 40 days had expired unless and until
he was nominated for the office and confirmed
by the Senate. (B-150847, Feb. 28, 1973, 52
Comp. Gen. 556.)

In another decision involving a Presidential
appointment, it was our opinion that the Acting
Administrator of the Environmental Protection
Agency was legally serving in his position despite
the fact that his name had not been submitted to
the Senate for confirmation and that the Vacan-
cies Act, 5 U.S.C. 3345-3349, was not applicable
to independent agencies in the executive branch.
(B-150136, May 24, 1973.)

We held also that the night differential au-
thorized for prevailing rate employees by Public
Law 92-392, approved August 19, 1972, should
be considered basic pay for purposes of annual
and sick leave and for computing overtime pay.
We pointed out that one of the purposes of
Public Law 92-392 was to enact into law estab-
lished principles and policies for setting the pay
of prevailing rate employees. (B-178084, Apr.
17, 1973, to be published in 52 Comp. Gen.)

In a case involving overseas employees, we
agreed to a proposed amendment to the Foreign
Affairs Manual which would recognize the Gov-
ernment’s obligation to return to the United
States members of an employee’s family who had
been transported overseas in connection with the
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employee’s overseas assignment, but who, as a
result of divorce or annulment, had ceased to be
members of the employee’s family at the time he
became eligible for return travel. (B-176759,
Oct. 30, 1972, 52 Comp. Gen. 246.)

In another decision involving overseas em-
ployees, we held that, under the Overseas Dif-
ferentials and Allowances Act and the
Standardized Regulations (Government Civilians,
Foreign Areas) issued pursuant thereto, employ-
ees separated overseas were entitled to have
foreign post differential included in their lump-
sum leave payments when they separated from
Federal service. Before that decision, the State
Department had not included the differential in
such payments although the other Government
agencies generally followed the opposite prac-
tice. (B-178428, June 28, 1973, to be published
in 52 Comp. Gen.)

In still another case we held that when,
pursuant to a divorce decree, joint custody of
minor children has been vested in both parents
under a modern custody concept being recog-
nized by many courts, an employee is entitled to
a separate maintenance allowance under the
Standardized Regulations (Government Civilians,
Foreign Areas) for the children when it is shown
that the children would have resided with the
employee but for the circumstances warranting
the separate maintenance allowance. (B-178114,
May 25, 1973.)

Military Personnel

The pay and allowances of members of the
U.S. Armed Forces are administered under a
composite of detailed and complex statutes,
regulations, and instructions. Our decisions in
the military personnel area therefore involve
many different fields of law. The laws relating to
the pay and allowances of the Armed Forces are
applicable, generally, to the U.S. Coast Guard,
the commissioned officers of the Public Health
Service, and the commissioned officers of the
National Oceanic and Atmospheric Administra-
tion.

The Department of Defense and the military
services, as well as the other agencies comprising
the uniformed services, rely on our decisions in
formulating the regulations and instructions de-
signed to implement the basic intent of the
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statutory entitlements and authorities enacted by
the Congress and in making payments from
appropriated funds.

Decisions are rendered on questions concern-
ing pay and allowances for active and inactive
duty personnel, retired pay, and travel and
transportation allowances for members and their
dependents and involve many related questions,
such ‘as those concerning marriage and divorce
under the various domestic and foreign laws.

In a case involving the August 1971 wage-
price freeze, it was held that, in light of the
broad authority vested in the President by the
Economic Stabilization Act of 1970, the Presi-
dent’s action to freeze military pay during the
period August 15 to November 13, 1971, was
authorized by law, despite the increased rates of
military pay prescribed in Public Law 92-129,
September 28, 1971. After we examined the
legislative history of the Economic Stabilization
Act Amendments of 1971, we further held that
military personnel did not come within the scope
of that act for the purposes of a retroactive pay
increase during the wage-price freeze. (52
Comp. Gen. 15 (1972).)

We rendered a decision in 52 Comp. Gen. 23
(1972) holding that members who were being
quartered and paid subsistence allowances by the
United States before entering a missing status
are entitled to quarters and subsistence allow-
ances for the period they were in a missing
status.

In another case (52 Comp. Gen. 1 (1972)), we
found that, due to changes in traditional de-
pendency law, a female member of the uni-
formed services may receive a quarters allowance
if she has a husband dependent on her for more
than one-half of his support, despite the fact
that he is mentally and physically capable of self-
support.

Another decision held that disaster relief duty
performed by Pennsylvania National Guard
units may be considered as annual training duty
and Federal funds may be used for their pay
and allowances. (52 Comp. Gen. 35.)

In rendering a decision to the Secretary of
Defense (52 Comp. Gen. 105), we answered
several questions about the administration of the
new enlistment bonus program which the Con-
gress authorized in 1971 to encourage voluntary
enlistments in the combat elements of the
Armed Forces.



In a decision (B-178170, May 17, 1973, to be
published in 52 Comp. Gen.), it was held that,
although the monthly basic pay of an officer in
grades zero to 10 is established by Executive
order at rates exceeding $3,000, such pay, like
that of civilian employees, is limited by 5 U.S.C.
5308 to the rate of level V of the Executive
schedule ($3,000 per month); therefore, military
retired pay may not be computed on monthly
rates exceeding $3,000.

Replying to a congressional inquiry concern-
ing General Alexander M. Haig, Jr., Vice Chief
of Staff of the Army simultaneously serving as
Assistant to the President, a position previously
held by H. R. Haldeman, GAO stated that a
violation of 10 U.S.C. 973(b) was indicated. This
regulation prohibits regular officers on the ac-
tive list from holding civil offices and provides
for the termination of their military appoint-
ments if they accept or exercise the functions of
such an office. (B-150136, June 15, 1973.)

In still another decision (52 Comp. Gen. 3), we
held that the activities of a retired Navy officer
who was employed by a firm doing business with
the Department of Defense and who was in-
volved in “all aspects” of the procurement proc-
ess came within the purview of the statute and
implementing regulation prohibiting the pay-
ment of retired pay to such an officer under
such circumstances. However, since the officer
was placed on the retired list over 3 years before
he engaged in such selling activities, it was held
that he was entitled to his retired pay for the 3-
year period.

Transportation

Attorneys in the transportation group handle
highly technical and complex cases relating to
interpreting tariffs and rate tenders; charges for
air, motor, rail, and ocean carrier services; and
proceedings before regulatory agencies and the
courts. These cases require a thorough knowl-
edge of contract law, relevant statutes, and
regulations.

This year a staff member of the group testi-
fied before the House Committee on Interstate
and Foreign Commerce on a bill which culmi-
nated in passage of the Transportation Payment
Act of 1972 (Public Law 92-550). We also
helped draft the legislation which is designed to
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implement certain recommendations of the Joint
Agency Transportation Study issued March 6,
1970. Under standards promulgated by the
Secretary of the Treasury and the Comptroller
General, the legislation exempts transportation
payments, at the option of the paying agencies,
from 31 U.S.C. 529, which prohibits advance
payments. The legislation also significantly
changes section 322 of the Transportation Act of
1940, as amended (49 U.S.C. 66), to provide
considerable economic benefits to the Govern-
ment and to the carrier industry, such as savings
in man-hours, reduced documentation, and
more prompt payments to the carriers.

We continued to prepare briefs, pleadings,
and other court papers for the Department of
Justice to use in numerous suits filed at our
request in U.S. district courts and referred by
the courts to the Interstate Commerce Commis-
sion for determination. Most of the suits resulted
from the motor carriers’ rates exceeding those
we considered just and reasonable under prece-
dent ICC rulings.

In two of those cases, United States v. Western
Gillette, Inc. (341 1.C.C. 889), and United States v.
Western Gillette, Inc. (343 1.C.C. 29), ICC, in
ruling in favor of the United States, applied one
of its precedent rulings and found that the
defendants had presented no unusual or special
circumstances justifying their retaining freight
charges on shipments of passenger automobiles
and rocket launchers. The charges were based
on exceptions ratings producing freight charges
higher than those based on the classification
ratings. The defendant has filed suits in those
two cases in the referral district court to set
aside the ICC rulings.

The approximately 900 suits instituted in the
Court of Claims by so-called exempt freight
forwarders of household goods continue to oc-
cupy our attention. The three leading cases now
have become final, and we are working with
representatives of the plaintiffs in the other suits
and with the Department of Justice to attempt to
settle the other cases reasonably and fairly to
best preserve the interests of the United States.

In a decision requiring consideration of the
two basic cargo preference statutes, we held that
under certain circumstances foreign-built vessels
documented under U.S. laws are eligible to carry
military cargoes. (B-95832, May 17, 1973, to be
published in 52 Comp. Gen.)
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Common carriers by motor vehicle subject to
the Interstate Commerce Act are responsible
under that act for issuing accurate bills of
lading. In a case involving a shipment of explo-
sives, we held that the Government, as a shipper,
cannot be required to pay double freight
charges on a shipment simply because the car-
riers failed to issue a proper bill of lading and
transported the shipment in two separate move-
ments. (B-176436, Oct. 12, 1972, 52 Comp.
Gen. 211))

The document basic to most types of transpor-
tation is the bill of lading, or the contract of
carriage. Most Government shipments move un-
der Government bills of lading, but sometimes
commercial bills of lading are used. In one such
case the Government purchased furniture f.o.b.
destination, freight charges to be borne by the
seller. The seller shipped the furniture on a
commercial bill of lading issued by the carrier
and marked to show that the freight was pre-
paid. The bill of lading also directed that the
shipment be delivered to the Government con-
signee without recourse on the consignor-seller
and that the carrier not make delivery without
payment of freight and all other lawful charges
{the no-recourse clause). After attempting to
collect the freight charges from the seller, now
apparently bankrupt after being paid the pur-
chase price by the Government, the carrier
claimed the freight charges from the Govern-
ment consignee. We affirmed the denial of the
carrier’s claim, holding that, when both the no-
recourse and prepaid clauses are included in the
bill of lading contract, the inconsistency must be
reconciled, if possible; that the freight prepaid
notation amounted to a representation at least
that some part of the freight was paid; and that
the carrier was estopped from collecting the
freight charges. (B-177076, May 22, 1973, to be
published in 52 Comp. Gen.)

In another unusual case, we held that it was
not improper to charge appropriated funds of
one Government agency to reimburse another
Government agency which furnished services
pursuant to 31 U.S.C. 686, even though the
chargeable agency inadvertently violated its own
local policy by procuring space-required Military
Airlift Command airlift of commissary goods
outside the United States. We based our decision
on the grounds that the order by one agency
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obligates its appropriations, and the broader
policy of the Department of Defense, with
indications of congressional approval, is not to
require commissary patrons to reimburse the
Government for transporting commissary goods
outside the United States. (B-178574, June 22,
1973, to be published in 52 Comp. Gen.)

General Government Matters

The scope and complexity of Government
programs are ever expanding. As new ap-
proaches for meeting our social needs are devel-
oped, the Federal Government’s relationship
with State and local governments and with the
private sector changes. As annual budgets in-
crease, the administrative framework in which
the Government functions is being restructured.
These changes are founded on policies estab-
lished through legislative enactments which re-
quire continual interpretation to insure that the
executive authorities exercised are consistent
with the congressional intent underlying them.

The range of cases we decide on general
Government matters is virtually as broad and
varied as the scope of Government activities.
Legal questions are frequently raised by commit-
tee chairmen and Members of Congress.

Besides responding to congressional requests
for legal rulings, we analyze pending legislation
at the request of committee chairmen or Mem-
bers. Our analyses may include advice on fiscal
and administrative aspects of the legislative pro-
posals as well as discussion of any legal inconsist-
encies or technical difficulties in the body of the
bills. When applicable, our comments on legisla-
tive proposals might also discuss the General
Accounting Office’s role if the bill were enacted.
Our attorneys respond informally to hundreds
of questions raised by staffs of committees and
Members and provide the inquirers with legal
advice and drafts of legislation. Our attorneys
also:

Prepare testimony or statements for presen-
tation during hearings before congressional
committees.

Prepare decisions to the heads of Federal
agencies involving particular statutory con-
struction and the availability of appropriated
funds for various purposes.



Prepare advance decisions to certifying offi-
cers of Federal agencies on the legal propriety
of certifying vouchers for payment and to
claimants requesting reviews on claim settle-
ments issued by GAO.

In rendering its legal decisions, the General
Accounting Office interprets the intent of the
Congress in enacting the applicable statutes. A
few examples follow from the hundreds of
decisions rendered last year.

Partially as a result of a legal decision to the
Acting Administrator of General Services (51
Comp. Gen. 660) as well as work performed by
other divisions of the General Accounting Off-
ice, the Congress was made aware that restrictive
language in applicable appropriation acts was
being implemented in a manner which did not
give the Congress the control over acquiring
space for Government use that it had apparently
desired. After the Congress enacted the Public
Buildings Amendments of 1972 in part to cor-
rect this situation, a decision was rendered to the
Acting Administrator of General Services to
assist him in interpreting the congressional in-
tent of the new law and in implementing it. (52
Comp. Gen. 230.)

In a series of cases we reviewed the legal
ramifications of the regulatory activities of the
Food and Drug Administration. In an advisory
opinion to the chairman of a subcommittee, we
concluded that FDA had acted unlawfully in
failing to immediately ban the animal drug
diethylstilbestrol (DES) which is a cancer-causing
substance found to leave detectable traces in
meat marketed for human consumption. (B-
176753, Sept. 11, 1972.)

In a somewhat related opinion to another
subcommittee chairman, we advised that we
were aware of no legal basis to institute an
administrative program of compensation, such as
that which GAO had approved a few years
earlier with respect to cranberry farmers, for the
benefit of feeders or farmers whose purchasing
power would be diminished because of losses
incurred from a proposed congressional ban on
the use of DES for any animal intended for use
as food or for any animal product which is
intended for use as food. (B-176753,.0ct. 3,
1973.)

Other advisory letters to a subcommittee chair-
man criticized FDA’s failure to implement its
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order withdrawing approval for the new drug
“Serc tablets” after the agency had repudiated
the only clinical study supporting the drug’s
efficacy and after the withdrawal order had
been affirmed by a court of appeals. (B-
164031(2).61, Sept. 22 and Nov. 2, 1972.)

In May 1971, the Governor of Texas, on
behalf of two Texas counties which were claim-
ing that over $600,000 in Federal disaster relief
funds were owed to them, requested that we
review the disaster relief program administered
by the Office of Emergency Preparedness in the
wake of Hurricane Beulah in 1967. Several
Members of Congress expressed interest in the
outcome of our work. At issue was the legality of
the manner in which claims for disaster relief
had been processed, reviewed, and paid since
1950. After an extensive review, we informed
the Governor that we could find nothing legally
objectionable in the way the disaster relief stat-
utes were being implemented. (B-167790, Jan.
15, 1973.)

In connection with the public takeover of bus
transit companies in the Washington, D.C., area,
the Chairman of the District of Columbia City
Council called upon the General Accounting
Office for advice about whether it would be in
the best interest of the District of Columbia
Government to accept an offer from the D.C.
Transit System, Inc., in compromise and full
settlement of that corporation’s alleged liability
to pay the District of Columbia the cost of
removing the remaining streetcar trackage in the
District and for associated repaving. We noted
that the question of liability for track removal in
the District was quite complex and felt that the
speculative nature of the recovery, if any, which
the District might receive from adjudication of
this issue could justify acceptance of a settle-
ment. After suggesting that the City Council try
to obtain an increase in the amount of the
compromise, we noted that the City Council had
ultimate responsibility for settling the city’s claim
against this corporation. (B-118638, Nov. 17,
1972.)

Legal Reference Services

Our Legal Reference Services operating
group, through its Index-Digest, Index and
Files, and Legislative Digest Sections, provides
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the support necessary to carry out legal and
other activities of the General Accounting Off-
ice.

To inform departments and agencies promptly
of significant decisions, we distribute advance
copies of decisions and digests. We also provide
broader distribution by publishing monthly pam-
phlets and an annual volume of those decisions
considered to be of widespread interest. We
distribute information on unpublished decisions
to Government agencies and libraries in quart-
erly digest pamphlets.

Copies of decisions are available from GAO’s
Public Information Desk in room 7510. We
furnish all published and unpublished decisions
to LITE (Legal Information Through Electron-
ics) operated by the Staff Judge Advocate at the
Air Force Accounting and Finance Center in
Denver.

We keep a cumulative citation and card index
for all decisions and furnish research services on
request. During fiscal year 1973 our Index-
Digest staff serviced 4,060 research inquiries.

The Index and Files Section recorded and
analyzed 65,160 pieces of incoming correspond-
ence and dispatched 24,390 decisions, reports,
and letters. This section prepares a daily report
summarizing incoming and outgoing corre-
spondence to keep our offices and divisions
informed.
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The Legislative Digest Section prepared 15,-
050 legislative history files on all public and
private bills introduced in the second session of
the 92d Congress and the first session of the
93d Congress during fiscal year 1973 and proc-
essed requests for reports on 632 bills from
congressional committees, Members of Congress,
and the Office of Management and Budget.

DECISIONS AND OTHER LEGAL MATTERS
FISCAL YEAR 1973

Assignment areas:

Civilian personnel ............iiveiiiinneen 862
Procurement law .....ceviiiiinrrniracnnnns 1,613
General Government matters .......cccvvnvsne 1,445
Military personnel .........coviiiiiiiiiaans 512
Transportation ......ovevenecnenss Cheaeenens 970

Total oovveiinrirnnenennns esresaes 5,402

Legislative and legal reports furnished to committees and
Members of Congress and the Office of Management
and Budget (included in the above statistics on decisions
and other legal matters):

To committees of the Congress:

Legislative reports ..... et 576

Legal matters .....ovvevennvernnnnecnnnns 105
To Members of the Congress:

Tegal Matters ov.veevnevenosnaaracennonns 325
To the Office of Management and Budget ....... 56



CHAPTER FOUR

FINANCIAL AND GENERAL
MANAGEMENT STUDIES

Responsibilities

The Financial and General Management Stud-
ies Division has the following principal func-
tions:

Making special studies of governmental
management problems and operations.

Cooperating with the Treasury Department
and the Office of Management and Budget in
improving and standardizing the fiscal, budg-
etary, and program information systems of the
Federal Government to meet the needs of all
its branches.

Participating in the Joint Financial Manage-
ment Improvement Program.

Helping Government agencies develop ac-
counting systems that meet the principles and
standards prescribed by the Comptroller Gen-
eral.

Reviewing agency accounting systems in op-
eration for conformity with the Comptroller
General’s accounting principles and standards
and settling the accounts of accountable offi-
cers, except for military disbursing officers.

Cooperating with other Federal agencies on
Government-wide studies.

Performing continuing studies related to

developing and disseminating audit and ac-
counting standards and methodologies.

Providing expert technical and advisory serv-
ices in the fields of automatic data process-
ing, systems analysis, actuarial science, and
statistical science.

This division is under the supervision of
Donald. L. Scantebury, Director, and Fred D.
Layton, Deputy Director. Its organization chart
appears on the following page.

Congressional Reports

In fiscal year 1973 the division responded to
83 congressional requests—41 from congres-
sional committees and 42 from Members of
Congress—and testified before 3 congressional
committees.

Examples of congressional request work fol-
low.

Cost Estimates for the Space Shuttle and
Two Alternative Systems

We were requested to review cost estimates
released by the National Aeronautics and Space
Administration on March 15, 1972. The esti-
mates showed that the Space Shuttle would cost
about $5.2 billion less than two alternative
expendable systems. The shuttle is a proposed
manned space transportation system which
would be sent into orbit and returned to earth
to be reused on other flights. For the most part,
the alternative systems are outgrowths of exist-
ing systems which have been used on other
space missions.

We informed the Congress of uncertainties
regarding the economic justification (lower cost
when the time value of money is considered) of
the shuttle even though the agency’s calculations
show such justification.

We based our conclusions on (1) uncertainties
related to nine cost issues involving alternative
systems and (2) uncertainties in the estimated
costs and savings attributed to payloads in the
life-cycle costs of the shuttle, particularly in the
number of payloads. We did not consider it
prudent for the Congress to place too much
confidence in the projected cost savings.

We were also convinced that the choice of a
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launch system should not be based principally
on cost comparisons and cited five related issues
we believe should be considered in the decision:
(1) the priority the Nation places on space
programs, (2) the value of new technology that
might result from the shuttle, (3) the need for
the unique capabilities the shuttle offers, (4) the
prestige the United States might get from its
development, and (5) the merits of an extensive
manned space flight program.

We testified on this matter at the request of
the Subcommittee on Housing and Urban Devel-
opment, Space, Science, Veterans, Senate Com-
mittee on Appropriations, on June 12, 1973, and
before the Subcommittee on Manned Space
Flight of the House Committee on Science and
Astronautics on June 26, 1973. (B-173677, June
1, 1973))

Cost Reports on Apollo Program

In a report to the Chairman of the House
Committee on Science and Astronautics, we said
the National Aeronautics and Space Administra-
tion had directed its Marshall Space Flight,
Manned Spacecraft, and Kennedy Space Centers
to include in the Apollo Program all costs for
common support services although various other
programs benefited from these services. Com-
mon support services consist of:

Computer, graphics, and communications
services.

General scientific research.

Laboratory equipment and operations.

Test operations and support.

Support of technical and manufacturing
activities.

At the Marshall Space Flight and Manned
Spacecraft Centers, the value of common serv-
ices support provided to the Apollo Program
was only 47 percent, or $74.7 million, of the
$159.1 million of such costs charged to that
program during fiscal year 1971 and the first 9
months of fiscal year 1972. This resulted in a
substantial overstatement of Apollo Program
costs and in understatements of the costs of the
other benefiting programs.

The National Aeronautics and Space Adminis-
tration stated that it revealed this practice in its
budget justifications to the Congress. (B-158390,
Mar. 9, 1973.)
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Tariff Structure in the Air Force

We testified on August 2, 1972, before the
Subcommittee on Transportation, House Com-
mittee on Armed Services, on our January 1972
report to the Congress concerning the Air Force
Military Airlift Command’s tariff system. We
stated that (1) available data on the cost and
profitability of operating scheduled routes was
not being considered when decisions were made
to initiate, expand, or continue routes, (2)
amounts billed to customers were not commen-
surate with the costs of the services because flat,
worldwide rates were used instead of rates for
individual routes based on the costs of opera-
tion, and (3) the Air Force planned to review its
tariff structure. When a tariff system is adopted
in which rates charged more closely approximate
the cost of services, managers will use financial
data when considering route actions. (B-133025,
Jan. 5, 1972))

Savings Obtainable in ADP Activities
of Contractors

At the request of the Joint Economic Commit-
tee, we examined management practices related
to ADP activities of Government contractors.

Leased ADP equipment operated by contrac-
tors is often used on a combination of Govern-
ment and commercial work. Generally the
Government does not participate in certain ben-
efits, even when it absorbs most of the leasing
costs.

Federal procurement regulations allow the
Government to participate in any purchase cred-
its earned through rental payments for ADP
only when it absorbs 100 percent of the costs
under cost-type contracts. We suggested that the
Office of Management and Budget explore less
rigid criteria for participation in such benefits.

We informed the Committee that such rigid
criteria precluded the Government’s obtaining
savings. We noted instances where the Govern-
ment purchased equipment during the time
contractors terminated leases for the same kind
of equipment, even though substantial rental
costs were being charged to the Government
contracts. Had the Government-related purchase
credits been made available, purchase prices
could have been as much as 27 percent lower.
(B-115369, Mar. 2, 1973.)
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Need To Improve Controls Over
Use of Army Project Orders

Sponsoring activities issue project orders to
performing activities within the Federal Govern-
ment to specify work to be performed on a
reimbursable basis. When a performing activity
accepts a project order, an obligation is estab-
lished against the sponsoring activity’s appropri-
ation.

We reported to the Chairman of the Senate
Committee on Armed Services that, on the basis
of a statistical sample taken from $60 million of
unfilled orders, about $3.6 million was not
needed to perform the work ordered and about
$6.6 million had been obligated long before it
was needed. Basically excess funds were obl-
gated because sponsoring activities authorized
funds exceeding the estimated cost of the work,
were not informed that the cost of work was less
than the amount obligated, and did not
promptly deobligate unneeded funds.

To improve controls over project orders, we
proposed that the Secretary of the Army require
greater adherence to existing control procedures
and direct that unneeded funds be promptly
identified and deobligated. The Department of
Defense agreed and took action to comply with
our proposals. (B-171049, Oct. 24, 1972))

Federally Chartered Organizations

Pursuant to an agreement with the Chairman,
House Committee on the Judiciary, GAO re-
views audit reports of federally chartered orga-
nizations to determine if the reports comply with
the financial reporting requirements of Public
Law 88-504, approved August 30, 1964 (36
U.S.C. 1101). Such organizations include the
Boys’ Club of America, the Military Order of the
Purple Heart, the United States Olympic Com-
mittee, and the United Spanish War Veterans.

During fiscal year 1973, we reported to the
Committee on reviews of audit reports of 25
federally chartered organizations.

Improving Fiscal, Budgetary, and
Program Information Systems

Sections 201 and 202 of the Legislative Reor-
ganization Act of 1970 require the Secretary of
the Treasury and the Director of the Office of
Management and Budget, with GAO coopera-
tion, to develop. establish, and maintain (1) a
standardized information and data processing
system for budgetary and fiscal data and (2)
standard classifications of Federal programs,
activities, receipts, and expenditures.

Staff members of the General Accounting Office, Office of Management and Budget, and the Department of Treasury planning the
implementation of the Legisiative Reorganization Act of 1970 requirements for standardization of budgetary and fiscal data systems. Seated
from the left are Kenneth Hunter, Assistant Director, Financial and General Management Studies Division; Teresa Renner; Steven Virbick;
Robert Harris; Thomas Hagenstad; James Pivonka; James Kirkman; Herbert White; Tony Torrice; John Ashford; and Paul Armstrong
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Under these provisions, GAO is an agent of the
Congress for insuring that congressional inter-
ests will be adequately represented and consid-
ered by OMB and the Treasury Department in
developing the required systems. This develop-
mental effort requires the coordination of all
elements of the Federal Government in serving
congressional and executive branch needs.

In November 1972 we submitted a report
describing the general fiscal and budgetary
needs of the Congress to the Director, OMB; the
Secretary of the Treasury; agency heads; and all
committees and Members of Congress. That
report was based on interviews with 258 individ-
uals representing 44 committees and 69 Mem-
bers of Congress. (B-115398, Nov. 10, 1972.)

During the year we continued our liajson with
congressional users of fiscal and budgetary data
to refine information needs to a specific level so
that the executive branch could improve related
information classifications and information sys-
tems. We have defined congressional needs and
developed a consistent program structure for
information regarding selected activities of the
Department of Housing and Urban Develop-
ment. The methodology applied during this
study will be used in other subject areas. In
addition, the Comptroller General proposed to
the Joint Study Committee on Budget Control
ways GAO could assist congressional committees
in their analysis of budget requests and outlined
the types of information and analysis we believe
the Congress will need to set budget targets and
make allocations to programs and committees.

As required by section 202 of the act, we
provided our comments to the Congress on the
second annual report submitted to the Congress
by the Secretary of the Treasury and the Direc-
tor of OMB on developmental progress
achieved.

We notified the Congress that the then ongo-
ing and planned efforts of the executive branch
would not fulfill the information needs of the
Congress and suggested that the executive
branch (1) develop and follow a comprehensive
plan for a coordinated systems development for
the entire effort, (2) establish a full-time techni-
cal staff to coordinate the work, and (3) conduct
a preliminary assessment of existing information
systems’ capabilities to respond to congressional
needs. (B-115398, Feb. 7, 1973.)
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On June 1, 1973, the executive branch estab-
lished in the Office of Management and Budget
a full-time, six-man team to develop the compre-
hensive plan.

Joint Financial Management
Improvement Program

The Joint Financial Management Improve-
ment Program is a Government-wide cooperative
effort of all Federal agencies to establish and
maintain systems of financial management of
maximum usefulness throughout the Govern-
ment. Leadership is provided by the four princi-
pals of the program—the Comptroller General,
the Secretary of the Treasury, the Director of
OMB, and the Chairman of the Civil Service
Commission. In July 1973, the Administrator of
General Services became a principal in this
program.

These principals furnish broad policy guid-
ance to the program’s steering committee and
receive overall progress reports. The committee,
made up of a representative from each of the
central financial agencies, coordinates the pro-
gram. The committee meets regularly to discuss
problems, direct work projects, and evaluate
financial management progress throughout the
Government.

More detailed information about the pro-
gram’s accomplishments and activities appears in
separately published annual progress reports on
the program.

Accounting Recommendations of the
President’s Commission on Budget Concepts

In May 1972 the Director of OMB advised the
Comptroller General that conversion of the
Federal budget from a cash to an accrual basis,
as recommended by the President’s Commission
on Budget Concepts in 1967, was being indefi-
nitely deferred.

In October 1972 the Director of OMB, the
Secretary of the Treasury, and the Comptroller
General agreed to several recommendations of
the Central Agency Steering Committee on im-
plementing the Commission’s recommendations.
Responsibility for directing future developments
on accrual accounting in the Government was
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assigned to the steering committee of the Joint
Financial Management Improvement Program.

Developing Agency Accounting Sys-
tems

Each executive agency head must establish and
maintain accounting systems which conform to
the principles, standards, and related require-
ments prescribed by the Comptroller General.

These responsibilities are assigned in the Budget
and Accounting Procedures Act of 1950.

We examine the accounting principles and
standards used by the agency as bases for each
accounting system to determine their conformity
with the Comptroller General's requirements.
Then we review the system’s design to determine
whether it conforms with the approved princi-
ples and standards.

The table below summarizes the approvals of
agency accounting principles and standards and
system designs during fiscal year 1973,

Approval date

Approval date

Prineiples System Principles System
and designs and designs
standards standards
CIVIL DEPARTMENTS AND INDEPENDENT AGENCIES
AGENCIES )
Equal Employment Opportunity
Department of Agriculture: Commission ........coiviierinenannnns 2-28-73
Food and Nutrition Service ...... 6-22-73 Executive Office of the President:
Department of Health, Education, Office of the Vice President ............... 9-29-72
and Welfare: General Services Administration:
Office of the Secretary .............c.uus. 3-20-73 Payroll ...iuiiiiiiiiiiiiinnnann evanes 4-30-73
Department of the Interior: National Foundation on the Arts and the
Bureau of Indian Affairs ........ 11-28-72 Humanities ................. 6-29-73
Geological Survey ........covviiinnnnann, 12— 7-72 National Science Foundation ................ 6-29-73
Department of Justice: Selective Service ............0 00, 1- 9-73
Legal Activities and General Veterans Administration:
Administration ............ .. 0000, 2-20-73 Agencywide ...........viiiin. 10-24-72
Central Payroll .........ciivevennnnnnnnns 3-20~73 Insurance Program .............c000vunen 10-25-72
Department of Labor . .. ......ooovieiean.nn, 10~-30-72
MILITARY DEPARTMENTS
Department of the Treasury:
Internal Revenue Service— Department of Air Force .......... 8-22-73
Administrative Accounting ............ 10-31-72 Department of Army: ............. 6-29-73
Bureau of Customs .....covvenvnrnnenenns 11-28-72 Army Materials and Mechanics
Internal Revenue Service— Research Center ...........ccvvvnnns 6-29-73
Revenue Accounting ........ 12-18-72 Department of Navy: ............. 3- 1-73
Consolidated Federal Law Marine Corps— Joint Uniform
Enforcement Training Center ......... 6-29~73 Military Pay System «..ooveivvearnnen 6-29-73

Overali Status at June 30, 1973

A chart depicting the overall status of approv-
als for the 11 Federal departments is shown on
page 31. As the chart shows, eight departments
had principles and standards approved for all
their accounting systems and the remaining
three had principles and standards approved for
90 percent or more of their systems.
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Only the Departments of Commerce, Housing
and Urban Development, and Labor had both
principles and standards as well as system de-
signs approved for all their systems. Designs of
subsystems in the Department of Housing and
Urban Development have not yet been com-
pleted. Of the remaining eight departments,
Treasury had 80 percent of its designs approved
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and Agriculture had 60 percent. Six depart-
ments had designs approved for less than 50
percent of their systems. More detailed informa-
tion regarding progress being made by all Fed-
eral departments and agencies is included in our
August 1973 report to the Congress (B-115398).

Of the 315 identified systems and related
designs subject to approval, 154 are in the civil
and international departments and agencies, 160
are in the Department of Defense, and the
remaining 1 is in the District of Columbia
Government. Although 95 designs, or about 62
percent, have been approved in the civil and
international departments and agencies, only 18,
about 11 percent, of those in the Department of
Defense have been approved. However, during
the past fiscal year there has been a resurgence
of effort in this Department, and as of June 30,
1973, principles and standards have been ap-
proved for 90 percent of the systems. The
District of Columbia Government has had its
principles and standards approved, but the sys-
tem design is still under development.

Civil and International Departments
and Agencies

Principles and standards were approved dur-
ing the fiscal year for 6 systems, making a total
of 146 systems now covered by approved princi-
ples and standards. Designs were approved dur-
ing the fiscal year for 13 systems, making a total
of 95 approved. At June 30, 1973, five complete
system designs which had been formally submit-
ted were being reviewed.

The chart on page 32 shows progress to date
and the work remaining to be done in the civil
and international departments and agencies.

Department of Defense

This Department took two significant steps
during the period covered by this report to
improve its accounting systems.

The Army, Navy, and Air Force submitted
their statements of accounting principles and
standards. These 3 statements cover 145 sys-
tems, or 90 percent of the 160 system designs
in the Department. All were approved. An
overall statement of accounting principles and
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standards for the remaining Defense agencies
was submitted for review and approval in
June 1973.

As a result of our formal request to the
Assistant Secretary of Defense (Comptroller),
an inventory of accounting systems in the
Department of Defense was submitted to us in
October 1972. This list is an initial inventory
and is subject to refinement. The chart on page
34 shows the status of approvals based on this
inventory and our analysis of prior and
current efforts.

Accounting Principles and Standards

In August 1972 we revised and reissued the
first three chapters of title 2 of the GAO Policy
and Procedures Manual for Guidance of Federal
Agencies. These chapters contain the accounting
principles and standards to be observed by
Federal agencies and the instructions for obtain-
ing the Comptroller General's approval of Fed-
eral agency accounting systems.

Review of Accounting Systems
in Operation

GAO reviews, from time to time, Federal
agency accounting systems in operation as re-
quired by the Budget and Accounting Proce-
dures Act of 1950. The objectives of these
reviews are to (1) ascertain whether accounting
systems comply with the principles, standards,
and related requirements prescribed by the
Comptroller General, (2) identify areas needing
improvement and encourage further develop-
ment by the agencies, (3) identify ways to
improve overall financial management, and (4)
settle accounts of accountable officers.

Our concern in these reviews is to insure the
usefulness of information produced in helping
to meet the financial management needs of the
Congress and the departments and agencies.
Adequate accounting systems are among the
most important tools for effective financial man-
agement. After an accounting system design is
approved, we follow up on the agency’s installa-
tion and operation of the system. If the system is
not put into operation promptly or if it has been
adversely modified, we request the agency to
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take needed corrective action. If the recom-
mended action is not taken, we withdraw ap-
proval of the design.

During fiscal year 1973 we completed 13
reports to executive agency officials on selected
aspects of accounting systems operations. These
reports contained recommendations on comput-
ing prices for weapons sold to foreign govern-
ments, computing reimbursements to grazing
associations for range improvements, reporting
Anti-Deficiency Act violations, improving con-
trols over cash, and improving accounting oper-
ations.

Actions taken by the agencies on these reports
will result in recurring annual savings of $3.-
471,000. Examples from reports on our reviews
of accounting systems in operation follow.

Charges for Weapons
Sold to Foreign Governments

During fiscal years 1967 through 1971, the
Department of Defense sold over $6.5 billion
worth of weapons and related items to foreign
governments. The sales are estimated to exceed
$2.8 billion per year for fiscal years 1972 and
1973. The Department’s industrial activities and
many of its contractors use Government-owned
plants and equipment in producing weapons.
Department of Defense regulations require that
its industrial activities charge depreciation of
plant and equipment and other unfunded costs
to non-Federal customers, including foreign gov-
ernments.

Two reports to the Secretary of Defense said
that several DOD industrial activities were not
charging foreign governments for unfunded
costs. As a result, these activities failed to
recover about $800,000 of such costs during
fiscal years 1969-71. We also reported that
foreign governments were not being charged for
the cost of Government-owned equipment used
by Defense contractors.

The Department agreed to instruct its indus-
trial activities to charge foreign governments for
the use of Government-owned plants and equip-
ment and other unfunded costs and that such
costs should also be included in the prices
charged for equipment produced at Govern-
ment-owned, contractor-operated plants. In
principle, the Department also agreed that there
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should be a recoupment with respect to Govern-
ment-owned equipment used rent-free by other
contractors and that a study would be made to
determine the best way for implementation. (B-
174901, Sept. 7, 1972, and Apr. 9, 1973))

Anti-Deficiency Act Violations

We reported to the Secretary of Health,
Education, and Welfare that the working capital
fund in the Office of the Secretary of Health,
Education, and Welfare had been overobligated
for several years, in violation of the Anti-
Deficiency Act (31 U.S.C. 665). At June 30,
1971, it had incurred obligations of $7 million in
excess of its obligational authority. The overobli-
gation occurred because customers were not
billed promptly and for the full amounts of the
costs the fund incurred in their behalf. After the
fund billed the appropriations it served, one
appropriation—Departmental Management—
lacked approximately $380,000 to reimburse the
fund for fiscal year 1971 billings. This also
constituted a violation of the act.

We recommended that (1) reports to the
Congress and the President be submitted, as
required by the Anti-Deficiency Act, and (2) the
agency internal audit organization determine
whether planned corrective action had been
effectively implemented. (B-164031, Nov. 21,
1972.)

Audit and Settlement of
Accountable Officers’ Accounts

During fiscal year 1973, we completed 18
reports to agency officials on audits of the
accounts of accountable officers.- Examples of
deficiencies noted include inadequate internal
audit of receipts and expenditures, inadequate
controls over travel advances to employees, loss
of purchase discounts because of delays in
paying vendors’ vouchers, lack of review of
vouchers by certifying officers, inadequate col-
lections for accounts receivable, and need for
improved controls over cash receipts.

Administration of Civilian Pay and
Allowances in DOD

Our audits of these activities included evalua-
tions of the systems and procedures used, the
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effectiveness of internal controls and internal
audit work, and examinations of payroll transac-
tions.

Because of the widespread use of ADP, we
reviewed system documentation, program logic,
and programed controls; tested the programed
controls and pay computations by means of test
transactions; and reviewed the external controls
over the preparation, flow, and processing of
pay acuons.

We completed 32 reports to installation com-
manders and internal audit organizations on
civilian pay matters. These reports showed a
general need for improved documentation of
ADP systems, increased internal controls over
the processing of pay entitlement actions, and
more comprehensive internal audits.

Government-Wide Studies

Measuring and Enhancing
Federal Productivity

Substantial progress was made during the year
on the Government-wide effort to expand and
refine measurements of productivity and to
identify ways to improve operations. The proj-
ect, initiated in September 1970, consists of
three interrelated phases: (1) ascertaining the
extent and use of measurement systems in the
Government, (2) developing productivity indexes
where feasible, and (3) refining indexes and
implementing improvements.

The General Accounting Office joined with
the Office of Management and Budget and the
Civil Service Commission in conducting the proj-
ect.

The phase III summary report, “Measuring
and Enhancing Productivity in the Federal Gov-
ernment,” which was issued in June 1973, sum-
marized this year’s effort. Highlights in that
report follow.

The Permanent Measurement System

All agencies with 200 or more employees were
asked to submit output, man-year, and associ-
ated wage data for fiscal years 1967-72. Data
from 187 units in 45 agencies was submitted
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covering over 1.7 million man-years of employ-
ment.

The results provide, for the first time, broad
perspectives on productivity changes among var-
ious Federal activities. The sample showed an-
nual rates of productivity improvement which
varied from 1.1 percent in 1969 to 2.8 percent
in 1970, with an average annual gain of 1.7
percent. In terms of reduced payroll costs,
including fringe benefits, the average savings
resulting from productivity improvements has
been $300 million per year—accumulating to
about $1.5 billion in fiscal year 1972.

On the basis of the 2-year research effort, the
joint productivity team concluded that suffi-
ciently accurate and reliable data can be ob-
tained. The team recommended a permanent
system to track and report these matters.

Productivity Measures in
Manpower and Budget Planning

It is estimated that 40 to 60 percent of the
productivity increase achieved in the private
sector can be attributed to capital investment.
Results of reviewing Federal capital investment
practices showed that many productivity-enhanc-
ing projects having good payback potential were
going unfunded. An inventory of funded proj-
ects of 9 agencies revealed that 1,100 projects,
having an investment cost of $623 million, were
funded in fiscal years 1972 and 1973. However,
392 projects with a potential ‘annual savings of
$66 million and a 3-year payback went un-
funded. To further improve productivity
through capital investment, the team recom-
mended that:

More formal procedures for identifying
productivity-enhancing projects be established.

A method of financing good projects be
devised.

The economic benefits of borrowing by
revenue-producing activities to finance self-
amortizing investments be explored.

Study of Computer-Output Microfilm Systems

The use of computer-output microfilm tech-
niques and systems is expanding rapidly in the
Federal Government. This emerging technology,
when merged with ADP systems, can increase



the effectiveness of computer operations and
offer distinct opportunities for savings and in-
creased productivity.

Because of the potential impact on Govern-
ment operations, executive agencies, such as the
Office of Management and Budget, the Depart-
ment of Defense, and the General Services
Administration, have joined GAO in a study to
determine efficient and effective methods for
acquiring and using the new technology. The
joint project will appraise the feasibility of serv-
ice centers, compare the cost effectiveness of
various applications, and determine standardiza-
tion requirements in order to improve its use
throughout the Government. (B-115369, Oct.
18, 1972.)

Automatic Data Processing

For many years GAO has been studying and
reporting on policy matters arising from the
continually expanding impact of ADP systems on
Government operations. We are continuing to
expand and strengthen our capabilities in this
highly technical area to enable us to better serve
the Congress, assist other Federal agencies, and
provide technical assistance in the audit of
Federal programs and operations.

'A Wharton Information Systems Program staff member explains a
point to GAO participants Ron Pennington, of the Cincinnati
regional office, and Dick Nygaard, of the FGMS division.
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Use of Evaluation Techniques
in Computer Operations

Because the Federal Government has thou-
sands of computers, whose annual operating cost
is estimated at $4 billion to $6 billion, it can save
money by improving the efficiency of its com-
puter operations. Where performance evaluation
techniques were used, efficlency increased as
much as 40 percent.

We suggested that each agency:

Consider using computer performance eval-
uation techniques, especially before acquiring
additional computer capacity.

Make more use of techniques already devel-
oped.

Obtain more knowledge and expertise in
using these techniques.

Report instances of significant improve-
ments in computer efficiency to OMB.

Train personnel to use the techniques prop-
erly. (B-115369, Aug. 22, 1972.)

Studies in process related to ADP policies
include:

Need for improved security measures over
ADP systems.

Assessment of the growing impact of com-
puters in Federal programs to assist State and
local governments.

Need for better ADP documentation.

Development of a suggested comprehensive
set of policies for use by managers in evaluat-
ing the productivity and efficiency of ADP
operations.

Use and effectiveness of Federal ADP per-
sonnel.

Opportunities to transfer ADP technology.

Opportunities for agencies to share Govern-
ment developed and purchased software.

We are also making a study of the progress
and problems of standardizing computerized
data codes, files, data banks, and systems.

Computer-Based Information Systems

We are developing plans for coordinating
governmental, private sector, and public interest
groups concerned with computer-based informa-
tion systems and to bring together experts from
these sectors to help us develop guidelines for
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managing, controlling, and evaluating these sys-
tems.

Program Evaluation

In addition to the work of GAO audit staffs
located in other operating divisions whose work
includes evaluating the results of Federal pro-
grams and activities, we also have a systems
analysis staff in the Financial and General Man-
agement Studies Division. This group provides a
central capability in accordance with section 204
of the Legislative Reorganization Act of 1970
which requires us to have available employees
who are expert in analyzing and conducting
cost-benefit studies of Government programs.

The central group performs special studies on
its own initiative, assists in ongoing audits of
program results being made by other divisions,
makes reviews at the request of congressional
committees and Members of Congress, and pro-
vides instructors and materials for training audi-
tors in the uses of systems analysis.

Legislative Language

On August 11, 1973, the Comptroller General
sent a letter to the Chairmen of each of the
major committees of the Congress expressing a
need for specific language in laws for evaluating
the effectiveness or results of programs and
indicating that GAO would help the committees
develop such language if requested. Evaluation
provisions in laws indicate to the agencies what
the Congress desires concerning information on
the operation of programs and activities. At-
tached to the letter was a comprehensive sum-
mary of evaluation language used in laws passed
during the preceding 5 years.

Because there is a need for information on
evaluation studies for GAO’s ongoing reviews of
existing programs and for the Congress in
evaluating the effectiveness of Federal pro-
grams, we prepared a pamphlet entitled “Pro-
gram Evaluation: Legislative Language and a
User's Guide to Selected Sources” in June 1973.
Copies were sent to all Members of Congress in
July 1973, This document identifies major
sources of specialized studies, including evalua-
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tion studies, and describes retrieval systems and
directories containing information on evaluation
studies that are completed, planned, or in proc-
ess. Also included is evaluation language in
legislation enacted from 1967 to 1972.

Audit Standards

On August 1, 1972, the Comptroller General
released a new statement of standards for audit-
ing governmental organizations, programs, activ-
ities, and functions. This project was begun in
1970 under GAO leadership and was carried out
by representatives from major Federal agencies
involved in grant-in-aid programs. Assistance
was also obtained from representatives of State,
county, and city governments and from leading
professional organizations including the Ameri-
can Institute of Certified Public Accountants, the
Institute of Internal Auditors, the Federal Gov-
ernment Accountants Association, the Municipal
Finance Officers Association, and the American
Accounting Association.

The new statement was published in booklet
form and bears the title “Standards for Audit of
Governmental Organizations, Programs, Activi-
ties & Functions.” Since publication, 55,000
copies of the statement have been distributed to
Federal, State, and local government agencies,
colleges and universities, public accountants, and
others.

An important objective of these standards is to
stimulate State and local governments to im-
prove the quality of their audits of Federally
assisted programs so that Federal agencies can
rely on State and local auditing to the maximum
extent practicable to satisfy their needs.

The standards are intended to apply to audits
at all levels of Government irrespective of who
performs them. An important feature of these
standards is the scope of audit called for. The
statement provides that the full scope of an
audit of a governmental program, function,
activity, or organization should encompass:

An examination of financial transactions,
accounts, and reports, including an evaluation
of compliance with applicable laws and regula-
tions.

A review of efficiency and economy in the
use of resources.



A review to determine whether desired
results are effectively achieved.

The issuance of this statement is but a begin-
ning step in the long process of strengthening
the audit of governmental programs and activi-
ties at all levels of government—an important
need in view of the rapidly growing amount of
Federal financial assistance being provided to
State and local governments.

Several projects have been undertaken to
interpret and illustrate the standards and pro-
mote their use and acceptance. One of the early
projects was the organization of 11 regional
conferences. This was done with the assistance
of GAO regional offices. The standards were
explained to about 6,500 people, including Fed-
eral, State, and local government program and
audit personnel and independent public account-
ants.

A draft of a model audit statute for State
auditors has been prepared and, when placed in
final form, will be submitted as recommended
legislation to the Advisory Commission for Inter-
governmental Relations and the Council of State
Governments. A similar model ordinance for
local governments is also being developed.
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A national intergovernmental audit forum was
organized to provide coordination for intergov-
ernmental auditing, resolve audit problems, im-
prove audit operations at all government levels,
and provide other benefits. This group, com-
prising 15 Federal audit directors, 6 State audi-
tors, and 6 local auditors, meets quarterly in
Washington, D.C. A pilot regional audit forum
was also organized in the Atlanta region for the
same purpose but at the grassroots level. This
forum of regional audit managers and State
auditors also meets regularly and will become
the model for similar organizations in other
Federal regions.

Other projects include (1) development of an
information system that will provide financial
and functional data on State audit operations
and (2) an evaluation technique for assessing the
reliability of audits by other audit organizations
or for making a self-evaluation to determine
needed improvements. In March 1973, we pub-
lished a monograph entitled “What GAO Is
Doing to Improve Governmental Auditing
Standards,” which describes in more detail our
follow-on projects relating to auditing standards.
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CHAPTER FIVE

LOGISTICS AND
COMMUNICATIONS

Responsibilities

The Logistics and Communications Division is
responsible for auditing (1) logistics and commu-
nications activities in the Department of Defense
and the General Services Administration, (2)
activities of the Office of Telecommunications
Policy, Executive Office of the President, (3) all
Federal Government functions related to print-
ing and publications, and (4) overall policies and
practices of the Federal Government related to
logistics and communications activities.

The division also reviews (1) requirements for,
and the receipt, storage, distribution, and dis-
posal of, materials and equipment, (2) the readi-
_ness of Active and Reserve Forces to determine
supply management effectiveness, (3) the acqui-
sition and management of facilities, (4) the
repair and maintenance of equipment and com-
ponents, (5) the acquisition and operation of
communications and data processing systems,
and (6) supporting activities, such as food serv-
ice, records management, and printing and
publishing operations.

In fiscal year 1973 this division was under the
supervision of J. Kenneth Fasick, Director, and
Fred J. Shafer, Deputy Director. On July 1,
1973, Mr. Fasick was appointed Director of the
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International Division and Mr. Shafer became
Director of the Logistics and Communications
Division. The organization chart for this division
appears in this chapter.

Reports Issued

During fiscal year 1973, 72 reports were
submitted to the Congress relating to this area
of responsibility. Of this total, 57 were addressed
to specific committees or Members of Congress
in response to their specific requests. Nineteen
congressional requests for information were sat-
isfied by telephone conversations, by furnishing
documents and other data, and by discussions
with Members of Congress and their staffs. We
also issued 23 reports to the heads of depart-
ments and agencies. These reports are listed in
appendix 2.

Our more important audits and studies of
logistics and communications are summarized in
this chapter.

Special Studies

Logistics Aspects of Vietnamization—
1969-72

We informed the Congress, in a comprehen-
sive report, about the capacity of the South
Vietnamese to operate, manage, maintain, and
control the military equipment and supplies
furnished by the United States. The report also
discusses future assistance which the South Viet-
namese may need to maintain a viable logistics
system. (B-159451, Jan. 31, 1973.)

Army Reorganization for the 1970s

The Army recognized the need for organiza-
tional change to (1) improve readiness and
methods of developing equipment and forces,
(2) increase the effectiveness of schools and
training, and (3) reduce the levels of command
and the size and number of headquarters.

As a result of congressional interest, we began
reviewing the Army reorganization. Our review
showed that provisions for following up the
organizational changes were weak. The Army
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V On July 1, 1973, Mr. Fasick was appointed Director of the International Division and

Mr. Shafer became Director of the Logistics and Communications Division.

41



LOGISTICS AND COMMUNICATIONS

i . w

¢
[ pommmmm

Ao

Port operation in Saigon.

developed a program to assess the implementa-
tion of the reorganization but did not develop
methods to measure its effectiveness. Unless
adequate followup measures and evaluation sys-
tems are established, the Army probably will not
be able to determine the success or failure of the
reorganization.

The Army is starting a program to develop
methods of measuring effectiveness. A report to
the Congress on our findings and recommenda-
tions was issued on August 13,1973 (B-172707).

Navy Logistics Support of the
7th Fleet

We undertook this review to determine the
responsiveness of Navy logistics support to the
7th Fleet during a wartime situation in Southeast
Asia and the impact that this logistics effort had
on other fleets. The Navy was responsive in
keeping 7th Fleet ships on station in Southeast
Asia by giving priority resources—financial, ma-
teriel, and personnel—to the fleet’s ship and
shore activities. The personnel’s extensive work
effort on board and on shore also helped to
keep the ships on station.

Although the Navy was .responsive in
promptly returning and retaining ships and
aircraft at their battle stations, this effort was
accomplished in the midst of Navy-wide logistic
support problems which continue to reduce
supply support effectiveness and, in turn, the
operational capabilities of the fleets. These prob-
lems include (1) fluctuating demands, (2) supply
management problems, (3) the wide range of
nonstandard equipment and age of ships, (4)
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funding constraints, and (5) shortages in skilled
and experienced personnel. The report on our
findings will be issued to the Congress in fiscal
year 1974.

Materiel Management

Packaging

At the outset of U.S. buildup in Vietnam, fast
logistical response was strained severely because
facilities there were too meager to handle vast
quantities of supplies. Many supplies could not
survive the rigors of transportation, outdoor
storage in a hostile environment, and multiple
and rough handling.

Great material losses were sustained. To’ cor-
rect this situation, stringent and costly packaging
criteria were specified across the board, regard-
less of destination.

Many of those stringent criteria still exist,
although conditions giving rise to them have
changed significantly. As a result, the Depart-
ment of Defense is spending millions of dollars a
year for packaging that it does not need. In
addition, bidders and contractors are required to
wade through voluminous standards, specifica-
tions, and guidelines which are repetitious, re-
dundant, or not applicable.

Contractors whose own commercial packaging
often equals that specified are further con-
fronted by inconsistent methods of packaging
required by different Department of Defense
buyers.

U.S.S. Enterprise returning to her home port after deployment with
the 7th Fleet.
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Our report to the Congress recommended
that the Secretary of Defense discontinue blan-
ket assignment of packaging levels for protection
against the most severe conditions known or
anticipated; determine the suitability of commer-
cial packaging, and make greater use of it where
it meets minimum Government requirements;
and closely monitor the progress of the U.S.
Army Materiel Command Packaging, Storage,
and Containerization Center—the Department’s
focal point for developing and monitoring the
packaging program. (B-157476, May 21, 1973.)

Navy Shipboard Inventories

In fiscal year 1970 the Navy asked the Con-
gress for $740 million to buy repair parts and
supplies to fill requirements of its 700 active and
600 inactive ships. The Defense Subcommittee,
House Committee on Appropriations, expressed
concern about the estimated $1 billion inventory
of such items already on board the ships.

We reported to the Congress that an estimated
$8.1 million worth of excess inventories had
been accumulated during the initial outfitting of
71 Navy ships built at private shipyards over 4
years. About $39 million of excess inventories
were accumulated between 3-year overhauls on
active ships of which $20 million could, in our
opinion, be used to meet the needs of other
ships. We also identified $100 million of idle
inventories on inactive ships and estimated that
possibly as much as $20 million of the excesses

Initial outfitting of U.S.S. Mt. Whitney.
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could be used without impairing the readiness of
the inactive ships.

In response to our report, the Navy cited
actions taken, or being taken, to improve the
managing of shipboard inventories. (B-125057,
Apr. 9, 1973)

Use of Military Fuel
by Commercial Air Carriers

At the request of the Chairman of the Sub-
committee on Legislative and Military Opera-
tions, House Committee on Government
Operations, we reviewed the possibility of air
carriers improperly using, in their commercial
operations, military fuel acquired to perform
contract flights for the military services. Perti-
nent contracts allow air carriers to purchase
military fuel in performing such contract flights.
We found weaknesses in the procedures estab-
lished to control the sale of such fuel, making it
possible for the carriers to obtain fuel for use in
their commercial operations at prices substan-
tially less than they could obtain from commer-
cial sources.

We reported our findings to the Subcommit-
tee and advised it that the appropriate agencies
had taken or promised action which should
correct the weaknesses. (B-177422, Nov. 14,
1972.)

Automated Screening of
Excess Personal Property

In a report to the Administrator of General
Services, we stated that the Administration had
not always taken advantage of the opportunity
to acquire excess personal property from Gov-
ernment agencies for redistribution through its
supply system. As a result, property was dis-
posed of outside the Government while similar
property was being procured.

The Administration was not retaining the
excesses because it was not matching available
excesses against needs. The volume of property
to be screencd inhibited cffective matching. We
discussed the use of automated screening proce-
dures with Administration officials, and they
stated that they would make a study of how to

use automated procedures more extensively. (B-
146929, Oct. 25, 1972.)
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Readiness

Equipment Prepositioned in
Europe

To maintain a credible U.S. deterrent, large
quantities of U.S. military equipment—tanks,
trucks, guns, and ammunition—are preposi-
tioned in FEurope for use by troops to be
airlifted from the United States, thus making the
stationing of large numbers of troops in Europe
unnecessary.

Our report to the Congress pointed oug,
however, that:

Much of the authorized equipment was not
prepositioned.

Much of the equipment was inoperable
because more equipment had been preposi-
tioned than could be maintained.

There were substantial shortages of ammu-
nition and repair parts.

Troop units in the United States scheduled
to use the equipment in Europe had man-
power shortages.

The actual status of prepositioned equip-
ment was not being reported to Army head-
quarters in Washington.

The Army has not maintained effective
accountable control over equipment.

The Department of Defense said managing
the quantity and type of prepositioned equip-
ment was still a major area of concern and that
the U.S. Army in Europe had begun to correct

Inoperable prepositioned 34-ton truck.

identified management deficiencies. Subse-
quently, an Army inspection team reported that
progress had been made to correct deficiencies
and that asset management and reporting of
prepositioned stocks had improved. (B-146896,
Mar. 9, 1973.)

Readiness of the Air Force
in Europe

The U.S. Air Force, Europe, is the primary
instrument of allied air defense in Europe. Our
report to the Congress pointed out that the U.S.
Air Force, Europe, aircraft squadrons were not
fully combat ready. Generally this was attribut-
able to factors beyond its control, such as
funding limitations, Air Force-wide combat crew
shortages, priorities of the war in Southeast
Asia, and the forced relocation of U.S. Armed
Forces from France.

Also, the readiness status of the U.S. Air
Force, Europe, aircraft units was lower than
reported because the criteria used to measure
readiness of the units did not consider all
pertinent factors and because some measurable
areas, such as manpower and equipment, were
not always properly reported. We said readiness
reports should fully disclose to higher com-
mands all factors which could limit the combat
unit’s ability to perform its missions.

The Secretary of the Air Force is concerned
about the readiness of Air Force units, as well as
measurement devices to determine capabilities.
Steps have been taken to improve criteria, and a
replacement readiness-measurement system has
been developed which incorporates many of the
guidelines we suggested.

The Department of the Air Force agreed that
many factors, including increased air combat
activity in Southeast Asia, limited the readiness
of Armed Forces in Europe. Every possibility
was being explored to remedy the situation
within budgetary constraints. (B-146896, Apr.
25, 1973.)

Capability of Naval Petroleum and
Qil Shale Reserves To Meet
Emergency Oil Needs

Petroleum and oil shale reserves, by law under
the cognizance of the Secretary of the Navy,



have not been fully developed to produce oil for
emergency defense needs. The petroleum re-
serves could contribute only a very small quan-
tity of oil in an emergency, and the oil shale
reserves are totally undeveloped. We believe that
the present state of the reserves and the exten-
sive production of oil required by the proposed
Santa Barbara Channel legislation are not con-
sistent with the intent of the legislation establish-
ing the reserves.

To establish objectives specifying how the
reserves can be best used for the national good,
the quantity of oil required from the reserves in
an emergency must be determined.

We recommended in our report to the Con-
gress that the Secretary of the Navy, with the
President’s approval, determine how much oil
the reserves could produce and how soon the oil
could be available to meet national defense
needs and that he then submit to the Congress
for its consideration a plan for adequately devel-
oping and conserving reserves.

The Navy concurred with our findings and
recommendations and stated that, with the Presi-
dent’s approval, it would, within a reasonable
period of time, submit to the Congress a pro-
posal for developing the reserves. We have been
advised that a proposal was submitted to the
President in April 1973 for exploring and devel-

oping naval petroleum reserves further. (B-
66927, Oct. 5, 1972.)
EXAMPLE OF NEED FOR OFFSET PRODUCTION
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Requirements

Air Force Reparable Parts

. The Department of the Air Force has a highly
complex system for determining, by computer,
requirements for reparable parts. The system
furnishes data on about 150,000 inventory items
valued at $7.1 billion.

In our report to the Congress, we pointed
out widespread errors in several of the key
data elements:

Data is not checked for accuracy before it is
used, due to managers’ heavy workloads.

Good sources are not readily available for
some of the data needed.

Policies and procedures are ambiguous or
unclear.

Personnel are not trained thoroughly in the
system’s operations.

As a result of these errors, requirements for 110
of the items reviewed were misstated by $2.5
million and availability of assets was misstated by
$2.2 million.

We recommended that the Secretary of the
Air Force direct the Air Force Logistics Com-
mand to:

Strengthen procedures for finding and cor-
recting errors.

Provide reliable sources of information for
requirements so that workers can check data
more easily.

Accelerate training programs.

Take action necessary to reduce the amount
of invalid data transferred into the Advanced
Logistics System data bank.

Consider reducing the number of items
managed under this requirements system by
eliminating those items rarely used.

The Air Force acknowledged errors in the
system and stated that it had taken some correc-
tive actions and was planning others. (B-146874,
Sept. 13, 1972.)

Modular Electronic Equipment
for Aircraft
The Air Force has invested billions of dollars

in electronic equipment used in aircraft (avion-
ics). In our audit we found that the Air Force
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does not take full advantage of the modular
design concept—plug-in type components—
when determining requirements for avionics
spares in the A-7D and F/FB-111 aircraft. The
Air Force could have substantially reduced its
requirements for avionics spares for the A-7D
and the F/FB-111 had its management person-
nel been more realistic in estimating require-
ments.

The estimates used did not recognize all the
advantages of modular design.

We informed the Air Force of our findings so
that it could take corrective actions. As a result,
requirements for F/FB-111 and A-7D aircraft
items were reduced by $79 million. A report on
our audit was issued to the Congress on July 3,
1973 (B-133396).

Cataloging

Federal Catalog Program

Our report to the Congress on the progress
and problems in attaining a uniform identifica-
ton system for supplies pointed out that a
program to identify and eliminate unnecessary
Federal stock numbers would be worthwhile and
should result in (1) savings in the operation of
the catalog system, (2) savings from consolidat-
ing requirements presently identified under
more than one stock number, and (3) greater
use of items in the systern.

Although the catalog program in the Govern-
ment has been improved considerably since the
first cataloging act was passed 24 years ago,
some of the conditions which prompted passage
of the cataloging acts still exist.

Not all agencies fully use the Federal Catalog
System but instead use local identification sys-
tems to identify many items which they repeti-
tively buy, stock, or dispose of. Failing to use
Federal stock numbers to identify items needed,
purchased, or stocked could result in increased
procurement or inventory costs because organi-
zations are:

Not giving sufficient consideration to filling
their need from Government sources of sup-
ply before contracting with private suppliers.

Not availing themselves of catalog informa-

46

tion describing multiple manufacturers and
suppliers.

About 200,000 unnecessary Federal stock
nunibers in the Federal catalog can be elimi-
nated. These numbers are for items which
duplicate other ijtems. Eliminating unnecessary
numbers could possibly save $5 million annually.
The Department of Defense and the General
Services Administration concurred with our
findings and have taken or are planning to take
corrective actions. (B-146778, June 20, 1973.)

Maintenance

Consolidating Maintenance Workloads

In a review of maintenance workloads in the
military services, we found problems concerning
the effectiveness of interservice maintenance
programs. Each of the military services has
overemphasized developing its own in-house
depot maintenance capability instead of trying to
use capabilities of the other services. Although
prescribed policy calls for interservicing, the
services have circumvented the spirit and intent
of this policy and have extensively duplicated
maintenance capacities. The Secretary of De-
fense has not been able to effectively control this
problem because the services claim they need to
maintain mission-essential equipment in their
own facilities.

To realign management of depot-level mainte-
nance, the Secretary of Defense should form a
plan which considers (1) establishing an inde-
pendent agency, similar to the Defense Supply
Agency, to assume responsibility for depot-level
maintenance of all commonly used equipment or
(2) assigning a single manager to be responsible
for maintaining specific classes of items. Our
findings and recommendations to the Secretary
of Defense were included in a report to the
Congress dated July 6, 1973 (B-178736).

Ship Overhaul and Repair

Fiscal years 1972 and 1973 were characterized
by substantial changes in the Navy’s ship over-
haul program. The House Committee on Appro-
priations directed us to review the Navy’s ship
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Dry docks at Hunters Point Naval Shipyards.

overhaul and repair programs for 1972 and
1973 because, although the Navy received all the
funds it requested in these years, it overhauled
fewer ships than originally planned.

The Navy did not budget for the substantial
increase in the cost of overhaul work in Navy
shipyards during fiscal years 1972 and 1973.
Actual ship overhaul costs were 27 percent
higher in 1972 than originally estimated; as of
March 1973, the overhaul costs were about 20
percent higher.

Because available funds were insufficient to
pay the increased overhaul costs, the Navy had
to defer overhaul work planned for 1972 and
1973. The original 1972 overhaul schedule of
139 ships was reduced to 102 ships, and the
1973 overhaul schedule of 95 ships was reduced
o 84.

Budget requests for fiscal years 1972 and
1973 were based on overhaul experience in
fiscal years 1969 and 1970. Cost estimates were
developed from (1) forecasts of labor man-days
of repair that ships would need when they
entered overhaul in 1972 and 1973 and (2)
projections of man-day rates and materiel costs
in those years.

The procedures used to forecast the man-days
needed for overhaul were not accurate because:

Generally, the man-days required for over-
haul work were understated.
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Some planned work was not included in the
estimates.

Labor and materiel
arbitrarily.

Prior overhaul costs, which were incomplete,
were used to estimate future work.

costs were allocated

The Navy has changed its procedures for
estimating the work needed when ships are
overhauled. These new procedures, which ap-
pear to be improvements, were used to prepare
the 1974 overhaul program. (B-133170, june 7,
1973.)

Support Services

Government-Owned Plant Equipment

We examined the Department of Defense’s
management of Government-owned plant equip-
ment at contractors’ plants. In our report to the
Congress, we pointed out several areas which
needed improvements.

The Department’s program to phase out
Government-owned equipment in contractors’
hands needs to be reemphasized.

The Armed Services Procurement Regula-
tion definition for special test equipment
should be revised to exclude furnishing con-
tractors with general-purpose equipment.

Procedures for screening and redistributing
unneeded equipment should be improved to
realize its potential for reuse.

Contract administrators should identify un-
authorized use of Government equipment for
commercial purposes.

Computing rent for commercial use of
equipment should be uniform to prevent
inequities to the Government and to contrac-
tors.

The Department indicated that it had made
improvements in phasing out use of Govern-
ment-owned equipment and in managing the
remaining equipment. It also stated that strict
enforcement of existing policies will provide
necessary improvements in managing this equip-
ment. (B~140389, Aug. 29, 1972)

National Industrial Equipment Reserve

The Chairman of the House Committee on
Appropriations  requested us to study the Na-
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tional Industrial Equipment Reserve, established
under the Nadonal Industrial Reserve Act of
1948 (Public Law 883, 80th Cong.). The purpose
of this act was to establish a reserve of machine
tools and industrial manufacturing equipment
for immediate use to supply the needs of the
Armed Forcesin atime of national emergency.

The national reserve presently contains 11,400
general-purpose tools, costing $84 million. The
tools were manufactured in the 1940s and early
1950s and have a current replacement cost
between $168 million and $210 million.

During the Vietnam conflict, the Department
of Defense and other agencies withdrew 2,051
pieces of equipment costing $34.6 million. The
program also allows lending of equipment to
nonprofit educational institutions. As of Decem-
ber 31, 1972, 7,921 pieces of equipment were on
loan to 394 schools. We also reported that there
was essentially no difference between the equip-
ment in the national reserve and the Depart-
ment’s general reserve. (B-125187, May 31,
1973

Industrial Management Reviews
of Government Industrial Activities

Late in 1972 we established a staff to review
Government industrial activities and to recom-
mend actions which would improve or enhance
productivity. During the year we began 3 re-
views: at Puget Sound Naval Shipyard, 1 of 10
Navy shipyards; at the Bureau of Engraving and
Printing, which prints the Government’s cur-
rency, securities, and other financial products;
and at the Philadelphia Mint, 1 of 3 U.S. coinage
facilities.

Government Printing

The Joint Committee on Printing asked that
we expand our management reviews to include
the operations of (1) the Government Printing
Office, (2) the Superintendent of Documents.
and (8) individual agency printing plants. Our
first review, which was nearing completion at the
end of the year, examines the operation: of the
Government Printing Office’s regional printing
procurement offices.

We are expanding our audit work in this area
and have gathered preliminary data on agency
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printing plants and duplication centers for fu-
ture reviews. We also have started to survey the
Superintendent of Documents’ operations and
will be working closely with the special task force
created by the Public Printer to improve Gov-
ernment Printing Office operations.

Acquisition and Management of
Facilities

Construction of the First
Safeguard Missile Site

The Army awarded an advertised, fixed-price
contract in April 1970 for $138 million for
constructing Safeguard Antiballistic Missile Sys-
tem technijcal facilities at the first deployment
site near Grand Forks Air Force Base, North
Dakota.

We reported to the Secretary of Defense that
the Corps of Engineers awarded this contract,
even though it knew that many revisions would
be needed for approved changes in design and
specifications and for correcting errors, omis-
sions, and discrepancies. As a result, more than
75 percent of the 4,500 drawings were changed.
Many of the construction design changes oc-
curred because the weapon system design was
being revised concurrently with the construction.

The Corps decided that the contract had to be
awarded in April 1970 to meet the target date
for occupying the facilities which had been set
by the Safeguard System Manager.

The Army decided to award an advertised,
fixed-price contract because:

The bid package was essentially complete
with respect to system delineation and was
acceptable for fixed-price bidding.

The contract provided maximum incentive
for the contractor to control costs and to
allocate its best management talent to the job.

As of December 1972, negotiated change or-
ders had increased the original contract price of
$138 million by about $5.7 million. At that ume,
however, when the work under the contract was
98 percent complete, price proposals submitted
by the contractor but unnegotiated totaled $109
million, and price proposals for many more
change orders had not yet been received. The



fact that a large part of the contract will not be
priced until after the costs have been incurred
has tended to transfer cost risk from the con-
tractor to the Government and has reduced the
contractor’s incentive to keep costs down.

The Army said that the Corps does not intend
to settle this contract on the basis of costs
claimed by the contractor. Rather, the Corps
intends to insist on and use pertinent cost and
pricing data in negotiating change orders.

We agreed with the Corps’ intended action.
The effectiveness of the negotiations to settle the
change orders will be covered in our future
audit work. (B-164250, Feb. 27, 1973.)

Military Construction Program

Because of congressional interest in the way
that the Department of Defense carries out its
construction programs, we studied the imple-
mentation of the fiscal year 1970 military con-
struction program and reviewed major
construction contracts, giving particular atten-
tion to cost growth, changes in scope, and delays
in completing projects. Copies of our report to
the Secretary of Defense were distributed to
interested congressional committees.

The Congress authorized $872 million for 804
Army, Navy, and Air Force fiscal year 1970
military construction projects. As of June 30,
1971, current working estimates of $524 million
for the 585 awarded projects showed an overall

Aerial view of nitrocellulose propellant and acid concentration
areas of Radford Army Ammunition Plant, Radford, Virginia
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net underrun of $44 million, or 7.8 percent,
compared with related authorizations. As of
January 1973 the net underrun was 9.1 percent.
Our tests showed no major changes in scope of
the facilities being built compared with the scope
the Congress authorized. We noted that 105
fiscal year 1970 projects authorized for $62
million had not been awarded, chiefly because of
changes in requirements, and that their authori-
zations had expired on September 30, 1971.

Thirty-three major contracts, awarded in 1969
or 1970 for $410 million, had increased 5.9
percent and showed average delays in estimated
completion dates of about 8 months as of
August 31, 1972. Reasons for increases and
delays were correction of design deficiencies,
latent and unforeseen design conditions, user-
requested changes, abnormal periods of inclem-
ent weather, labor strikes, and shortages of
skilled labor. (B-159896, June 14, 1973.)

Army’s Program To Modernize
Ammunition Plants

In a report requested by the Chairman, House
Committee on Appropriations, we stated that
$132 million of $200 million requested for
modernization and expansion of ammunition
plants by the Army in fiscal year 1974 was
questionable. Although the Army asked for a
substantial increase in its appropriation, it has
about $97 million from prior years’ funds availa-
ble for use in fiscal year 1974.

We felt the Army was seeking more funds for
its fiscal year 1974 appropriation than it can
effectively use. (B-172707, Apr. 9, 1973.)

Real Property Maintenance

In 1968 we reported that $3.4 million could
be saved annually if real property maintenance
organizations at selected locations were consoli-
dated. Since that time the Department of De-
fense has made real property maintenance
studies at 25 locations; but most of the studies
do not seriously consider consolidation, and
almost no consolidation has taken place.

In a followup report to the Congress in
December 1972, we identified locations where
savings could be realized through consolidation.
The benefits of consolidation are also demon-
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strated by Navy experience with Public Works
Centers. Some of these Centers are underused,
however, because individual installations are not
required to use them.

We recommended that the Secretary of De-
fense have maintenance organizations consoli-
dated when economical. We also recommended
that the Secretary of the Navy require, when
feasible, all naval activities within a reasonable
distance of a Public Works Center to use the
Center fully.

The Department of Defense advised us that
interservice support agreements have been most
effective in consolidating real property mainte-
nance activities. Using such agreements has re-
sulted in savings by avoiding wunnecessary
duplication of functions and by increasing the
use of consolidated contracts. Although stressing
limitations which must be overcome in complete
organizational consolidation, the Department
said that such consolidation was its ultimate goal.
We were also advised that the Navy was improv-
ing use of the Centers.

In the future we plan to review the effective-
ness of Department of Defense efforts in this
area. (B-164217, Dec. 12, 1972)

Housing for Military Personnel

The Department of Defense established Hous-
ing Referral Offices at military bases to assist
military personnel in locating adequate, suitable,
economical, and nondiscriminatory off-base
housing near their duty stations. Although re-
quired to do so, many incoming military person-
nel were not reporting to base Housing Referral
Offices.

Although reported cases of racial discrimina-
tion in off-base housing were few, we found
several instances where personnel felt they had
been rejected because of race but did not lodge
formal complaints for a variety of reasons. Some
were not aware of procedures to follow; others
thought that, since the discrimination was subtle,
it would be difficult to prove. The problem
therefore may not be as minor as the few
reported cases seem to suggest.

The Department requires landlords to give
written assurances that they will rent to all
military personnel without regard to race, creed,
color, or national origin. Of 17 installations
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checked, only 6 had current and adequate
landlord assurances on file.

In our report to the Congress, we recom-
mended that the Secretary of Defense take steps
to insure that nondiscrimination assurances are
received from landlords and that maximum
coordination among Housing Referral Offices in
metropolitan areas is attained. The Department
agreed that housing referral operations could be
improved and cited action taken or planned to
accomplish the objectives of our recommenda-
tions. (B~133102, June 12, 1973.)

Value Engineering

We appeared before the Subcommittee on
Buildings and Grounds, Senate Committee on
Public Works, on June 18, 1973, to present our
observations on using value engineering in con-
structing Federal facilities.

We supported value engineering as a proven
method for economizing in construction and
other activities. Savings can be measured in
terms of reduced construction cost, reduced
operation and maintenance cost, and a higher
quality product for the same cost. Although
several Federal agencies are seeking to promote
value engineering, greater coordination of effort
of individual agencies and intensified agency
programs are desirable to realize possible sav-
ings.

Communications

Centralized Management of
Multiplex Systems

In a report to the Congress, we showed how
savings could be achieved through centralized
management and increased use of multiplex
systems for both military and civil Federal
agency communications.

Multiplexing is a technique in which electronic
devices at each end of a single circuit simultane-
ously transmit and receive a number of mes-
sages. This eliminates the need for numerous
individual long-distance circuits between termi-
nal points.

Although multiplexing has been available since
June 1968, Federal agencies have made little use



of the techniques in the United States. Our
study of only 200 circuits showed that new
multiplex systems could be established, reducing
costs by about $400,000 a year. The Department
of Defense alone leases, at $15 million annually,
about 3,200 circuits of the type reviewed. There
are other potential savings because systems we
studied included only low-speed data and tele-
- type circuits, whereas multiplex equipment capa-
ble of handling higher speed military and civil
agency requirements is available.
We proposed that:

The Director, Office of Telecommunications
Policy, establish a policy enabling departments
and agencies to take advantage of the benefits
of multiplexing where appropriate.

The Secretary of Defense develop specific
procedures for coordinating civil and nontac-
tical military communications which are suscep-
tible to multiplexing.

Consideration be given to establishing a
single entity to be responsible for developing
and managing multiplex systems for the entire
Government.

The Office of Telecommunications Policy
agreed to develop a Government policy in this
area and requested the Department of Defense
and General Services Administration to under-
take a coordinated effort to evaluate the applica-
bility of multiplexing and to determine the
feasibility and desirability of adopting compati-
ble multiplexing techniques for civil and military
use. Subsequent to our report, the Department
of Defense designated the Director, Defense
Communications Agency, as the centralized
manager to engineer and manage multiplex
systems to meet all nontactical military require-
ments. (B-169857, Jan. 18, 1973.)

Management of Local Telephone Service

Local telephone service for Government agen-
cies using the Federal Telecommunications Sys-
tem is provided over various categories of
circuits. Some of the circuits are managed by the
telephone companies and others by the General
Services Administration.

Traffic studies made by telephone companies
and the Administration were limited in their
usefulness because:
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Studies were not performed at all switch-

board locations where the Administration
managed circuits.
Studies did not include all circuits or

branches managed by the Administration at
each location.

Some studies did not provide reliable infor-
mation because of limited sampling periods.

General Services Administration regions have
generally not made the suggested changes in
local-service circuits recommended by the usage
studies. In our report to the Administrator of
General Services, we made several proposals for
improving the studies’ usefulness to manage-
ment.-

In accordance with our recommendations, the
Administration agreed to:

Develop standard methods and procedures
for determining the optimum use of local-
service circuits.

Negotiate with telephone companies to ob-
tain studies at prescribed intervals and when
seasoned conditions warrant and to obtain
sufficient detail to permit full evaluation.

Require GSA regions to implement circuit
changes as warranted by cost effectiveness and
service considerations and to validate or sup-
plement studies conducted by telephone com-
panies as needed.

Provide for better review of regional office
circuit management.

(B-146864, Mar. 19, 1973.)

Federal Telecommunications System

We reported to the Congress on the econom-
ies available through increased use of the Fed-
eral Telecommunications System (FTS) by
military installations. Our report concerned the
possibility of extending Department of Defense
use of the FTS, operated by the General Services
Administration, instead of making commercial
long-distance telephone calls. Extending use of
the FTS would have saved an estimated $226,-
000 annually at the four military installations
reviewed. If 70 installations which have FTS§
inward-only service used FTS service instead of
commercial service, several million dollars would
be saved annually. The savings may be consider-
ably greater because there are over 800 military
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installations in the United States.
Aug. 24, 1972)

(B-146864,

Data Processing

Automatic Data Processing Fund

The Congress enacted Public Law 89-306
(Brooks Bill) in 1965 to provide for economical
and efficient acquisition, use, and maintenance
of the Government's ADP equipment. The law
made the Office of Management and Budget
responsible for fiscal and policy control and the
General Services Administration responsible for
operations. To assist the Administration in carry-
ing out its responsibilities, the law authorized
establishment of an ADP fund. Through fiscal
year 1972, fund appropriations totaled $30 mil-
lion. The fund acquires certain general-purpose
ADP equipment and leases the equipment to the
user agencies.

The fund’s equipment lease program is an
important tool for acquiring the Government’s
ADP equipment economically. However, certain
fund management policies should be revised to
comply with the intent of Public Law 89-306 and
to improve the fund’s image to user agencies.

In our report to the Congress, we noted that
(1) the ADP fund was being augmented by
capitalizing purchased equipment in excess of
costs, (2) lease charges for transferred equip-
ment were established through negotiations
rather than objective criteria, and (3) Federal
agencies have been required to pay an additional
10 percent of the equipment’s capitalized value
for anticipated losses due to early termination of
equipment leases.

The Office of Management and Budget and
the General Services Administration agreed with
all of our recommendations for improvement
except a proposed elimination of the charge for
anticipated losses due to early terminations. We
were advised that alternative procedures for
recovering such losses were being studied. In the
meantime, the charge is being reduced from 10
percentto 3 percent. (B-115369, Apr. 17,1973.)

Transportation

During the fiscal year we reviewed many
diverse activities involving land, sea, and air
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transportation. These activities included the
movement of supplies, household goods, person-
nel, and petroleum fuels.

Petroleum Pipeline Rates

" The Department of Defense spends an esti-
mated $17 million annually to transport petro-
leum fuels by commercial pipelines. We
reviewed shipments to three air bases which
accounted for $3.3 million of this amount and
found that the pipeline carriers’ rates were
excessive compared with the rates offered pri-
vate shippers for the same service.

We reported to the Congress that the Depart-
ment could obtain substantially lower rates if it
used commercial pipeline rates as a basis for
determining the reasonableness of rates offered
to the Government and if it obtained cost data
from carriers to support any additional services
they rendered for the Government. As a result
of our review, the Department negotiated retro-
active rate reductions and obtained refunds
from the carriers involved. In addition, the
reduced rates will save about $748,000 annually
on future fuel shipments. (B-153389, Sept. 20,
1972.)

Administration of Stevedoring Contract

At the request of the Subcommittee on Man-
power and Civil Service, House Committee on
Post Office and Civil Service, we examined the
extent and thoroughness of administration of
the stevedoring contract at the Military Ocean
Terminal, Sunny Point, North Carolina.

We reported to the Subcommittee that con-
trols at the terminal needed to be improved.
The timekeeping procedures were inadequate,
procedures for confirming travel times of con-
tractor personnel needed to be improved, and
steps had to be taken to insure that the cost of
contractor damage to Government equipment
was recovered. We also reported on increases in
extra-labor costs, the cost of Government-fur-
nished meals, and charges for delaying railcars.
(B-177404, Dec. 14, 1972.)

Use of Foreign Air Carriers

The Chairman of the Senate Committee on
Commerce requested us to report on the extent



that foreign air carriers are used for Govern-
ment-supported  transportation.  Government
agencies are required to use U.S. carriers when-
ever feasible. However, the use of foreign air
carriers appeared justified because U.S. carrier
service was infrequent or unavailable. (B-
149748, June 25, 1973.)

Use of Military Aircraft

At the request of Senators Lawton Chiles and
William Proxmire, we made a limited review of
the use of military aircraft for political purposes.
We found that the Committee to Re-Elect the
President had reimbursed the Government for a
number of flights. However, we could not deter-
mine if all political flights by military aircraft
had been paid for because the flight records
necessary to make such a determination were
retained by the White House staff. In response
to our request for these records, the Counsel to
the President informed us that the records have
been traditionally considered personal to the
President and not subject to inquiry by the
Congress. (B-130961, Dec. 26, 1972, and Apr. 13,
1973.)

Moving Expenses of Government Employees

At the request of Senator John G. Tower, we
reviewed the method of reimbursing Govern-
ment employees for moving expenses. Specifi-
cally, Senator Tower was concerned that
Government employees (1) could falsify weight
tickets and be reimbursed for more weight than
they actually moved and (2) were banding to-
gether to get reduced volume rates for them-
selves. Falsification of weight tickets was not
evident; however, the Government could have
saved by arranging volume moves rather than
allowing the individual employees to make their
own shipping arrangements. (B-175857, Sept.
28, 1972.)
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Shipments of Military Baggage

We reported to the Secretary of Defense that
the Department of Defense could save substan-
tially by using surface rather than air transporta-
tion to deliver servicemen’s baggage within the
United States. We estimated that the Department
could save over $600,000 annually on shipments
from the three Air Force bases we reviewed—
McGuire, Dover, and Travis.

The Department’s actions in response to our
report should correct the problems at the bases
we reviewed, and it agreed to look at the
baggage program at other hases. as we had
recommended. (B-133025, July 31, 1972.)

Transportation Resources of Coast Guard

In a report to the Secretary of Transportation,
we cited the savings that could be achieved if the
Coast Guard discontinued using its logistics ship,
Kukui, and terminated its air operation on
Guam. Alternative methods of transportation
were available at a much lower cost to supply
long-range navigation stations in the Pacific.

After being advised of the results of our
review, the Commandant of the Coast Guard
ordered the decommissioning of the Kukui and
the elimination of the air operations at Guam.
We estimate this action will save about $1.4
million annually. (B-164497(2), Oct. 31, 1972.)

Shipping Small Parcels

We reviewed shipments of small parcels from
six Government depots in California to military
activities in the Western Pacific to see if the
depots used the most economical shipping
method. We reported to the Secretary of De-
fense that most small parcels had been routed by
regular mail, even though many could have been
shipped through the Military Airlift Command
system at a much lower cost. About $900,000
could have been saved during 1972 by using the
system instead of the mail system for certain
shipments. (B-133025, May 10, 1973.)

53



CHAPTER SIX

PROCUREMENT AND SYSTEMS
ACQUISITION

Responsibilities

The Procurement and Systems Acquisition

Division is responsible for auditing Government
procurement operations and programs for such
major acquisitions as weapon systems in the
Department of Defense and systems of compara-
ble complexity in the civil departments and
agencies.

This division is supervised by Director, Rich-
ard W. Gutmann, and Deputy Directors,
James H. Hammond, Harold H. Rubin, and
Jerome H. Stolarow. An organization chart ap-
pears on the following page.

Volume of Federal Procurement

Federal Government procurement of goods
and services in fiscal year 1972 involved some 16
million transactions totaling about $57.5 billion,
including $16 billion for research and develop-
ment. The Department of Defense and the three
military departments spent most of this amount.

Magnitude of Systems Acquisition

The most costly and complex systems acquisi-
tion programs in the Federal Government are
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those for research, development, and production
of weapon systems. These programs call for
large shares of the Federal budget and of the
Nation’s industrial resources. It is estimated that
the 116 major weapon systems being acquired in
fiscal year 1973 will cost more than $153 billion.

Significance of Research and
Development Programs

Federal research and development operations
involve programs which have a far-reaching
impact not only on the Nation’s security but also
on the Nation’s economic and sociological
growth. In fiscal year 1973 the Federal Govern-
ment directly funded about 53 percent of the
$30 billion spent for research and development
in the United States.

Procurement Laws

Defense procurement is subject to the Armed
Services Procurement Act and the Armed Ser-
vices Procurement Regulation. Civil procure-
ment is subject to the Federal Property and
Administrative Services Act and the Federal
Procurement Regulations.

The Truth-in-Negotiations Act (Public Law
87-653) requires, with certain exceptions, that
when price competition is lacking, the contractor
or subcontractor submit cost or pricing data for
a procurement over $100,000 and certify that
the data is accurate, complete, and current. The
law also provides that the contract for such a
procurement contain a clause permitting the
Government to recover any significant price
increase resulting from inaccurate, incomplete,
or noncurrent cost or pricing data.

Although the Truth-in-Negotiations Act does
not generally apply to civil departments and
agencies, they have accepted its basic concepts in
negotiating and awarding their contracts, and
the Federal Procurement Regulations have been
revised to include similar concepts.

Audit Reports Issued

During fiscal year 1973, 20 reports were
submitted to the Congress relating to Federal
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MICV tank
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LAMPS helicopter

Improved HAWK missile

DE-1052(destroyer escort)



procurement and systems acquisition and 39
reports were submitted to specific committees
and Members of Congress on special reviews
made at their request. The special reviews dealt
with such matters as (1) cost growth of major
weapon systems and current cost estimates of
systems being acquired, (2) elements of aircraft
programs, such as the Army’s evaluation of the
Cheyenne, Blackhawk, and KingCobra helicop-
ters; the Air Force’s award of a development
contract for the A-X aircraft; and various ac-
tions of the contractor producing the C-5A
aircraft, (3) payments to contractors for inde-
pendent research and development costs and for
bid and proposal costs, (4) incremental program-
ing of research, development, test, and evalua-
tion projects, (5) executive branch response to
recommendations of the Commission on Gov-
ernment Procurement, and (6) practices in pro-
curing specific goods or services and
administering specific contracts.

We also submitted 26 reports to agency offi-
cials on procurement, contract administration,
and related matters.

A list of reports on procurement and systems
acquisition is included in appendix 2.

In addition to preparing these reports, we
prepared reporis on the status of 66 major
weapon systems and 3 major civil systems being
acquired. Early in calendar year 1973, we sent
them to the committees of both Houses for use
in their authorization and appropriation hear-
ings for fiscal year 1974.

Each report contained our assessment of the
system’s current status as to cost; schedule for
development, production, and deployment; and
technical performance. Many of the reports
included our observations on the procedures
followed for estimating costs, making cost-effec-
tiveness studies, managing program changes,
making tests, and measuring performance.

A listing of the systems reported on follows.

Army (18 systems):
Aircraft:
HLH helicopter
UTTAS helicopter

Missiles:
Safeguard
SAM-D
Dragon
TOW
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Improved HAWK

Lance
Vehicles—ordnance:
Scout
MICV (mechanized infantry combat vehi-
cle)
Bushmaster

XM-198 howitzer
M60A1 tank
M60A2 tank
Gama Goat
Main battle tank
Other:
Tacfire control support system
Site defense system

Navy (35 systems):
Aircraft:
Light airborne multipurpose system
(LAMPS)
S-3A
Harrier
CH-53E
F-14 Phoenix

A-7D/E
EA-6B
E-2C
P-3C
Sonar systems:
AN/SQS-23
AN/BQQ-5
Missiles:
Poseidon
Aegis
Sidewinder
Condor
Harpoon
Standard
AIM-7E/F
Ordnance:
Mark-48 torpedo
Ships:
SSN-688 submarine
SSN-637 submarine
Trident submarine
DD-963 destroyer
DLGN-38 destroyer
DE-1052 destroyer escort
General purpose amphibious assault ship
(LHA)
CVAN 68/69/70 aircraft carrier
Guided missile frigate modernization
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Patrol frigate
Patrol hydrofoil
Sea control ship
Surface effects ship

Other:
Amphibious assault vehicle
Submarine detection device
Avionic test systems

Air Force (11 systems):

Aircraft:
F-111
F-15
B-1
F-5
C-5A

Missiles:
Minuteman II/I11
Maverick
Subsonic cruise armed decoy (SCAD)
Short range attack missile (SRAM)

C-5A aircraft
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Other:
Over-the-horizon backscatter radar (OTH-
B)
Airborne warning and control system
(AWACS)

Defense Communications Agency (1 system):
Defense satellite communications system

Atomic Energy Commission (1 system):
Sprint/Spartan missile program

National Aeronautics and Space Administration
(2 systems):

Applications technology satellite

Viking

Department of Transportation (1 system):
Federal Aviation Agency:
Automation of terminal control

Acquisition of
Major Weapon Systems

We submitted five reports to the Congress on
various aspects of the acquisition of major
weapon systems: a summary appraisal of the
acquisition process as a whole; appraisals of the
procedures for making cost-effectiveness studies
of proposed systems, for estimating their costs,
and for testing the systems and evaluations of
test results; and the status of technical problems
in the production of the F-14 weapon system.

At the request of the House Committee on
Armed Services, we also made a special review
of the cost growth of major weapon systems.

Summary Appraisal of
Weapon System Acquisition Process

We continually review this process to provide
the Congress and the Department of Defense
with independent appraisals of those factors
most closely related to effectively procuring
major weapons. In our July 1972 report to the
Congress on such an appraisal, we considered
the programs the Office of the Secretary of
Defense and the military services had instituted
to improve management of the acquisition proc-
ess. Our overall assessment was that, since our
prior report in March 1971, meaningful im-
provements had been made. The report stated:



Weapon system development programs had
changed considerably because of early re-
quirements planning and inconsistent pro-
gram direction due to internal and external
influences.

The cumbersome organizational structure
often aggravated weapon system acquisition
problems. Managers differed significantly in
how they organized and operated their proj-
ects.

Considerable cost growth in weapon system
acquisition was attributable to unrealistic cost
estimates.

The Services varied greatly in their testing
and evaluation procedures and associated ter-
minology. Test programs contained many ap-
proved deviations, substitutions, waivers, and
examples of special circumstances.

The then-current estimated cost of 77
weapon systems was about $28.7 billion (31
percent) more than the original estimate.

We recommended that the Secretary of De-
fense:

Emphasize (1) a continuing, rigorous analy-
sis of the need for new weapon systems, (2) a
careful analysis of the proposed needs’ impact
on the manpower and dollar resources of the
total defense force and on the plans for the
equipment already in inventory, and (3) the
inclusion throughout of a properly structured
process which makes trade-offs between var-
ious ways of fulfilling a need.

Reexamine the weapon systems selected for,
and retained under, project management and
spell out, case by case, a project manager’s
duties.

Develop and implement Department-wide
guidance for consistent and” effective cost-
estimating procedures and practices, particu-
larly (1) an adequate data base of readily
retrievable cost data, (2) a uniform treatment
of inflation, (3) an effective, independent
review of cost estimates, (4) more complete
documentation of cost estimates, and (5) de-
pendable program definitions.

Develop and implement Department-wide
guidance to provide that (1) appropriate test-
ing and evaluation are completed before key
decisions are made and (2) adequate controls
are set over granting any waivers from re-
quired testing and evaluation.

PROCUREMENT AND SYSTEMS ACQUISITION

Reassess the criteria for designating weapon
systems for selected acquisition reporting to
expand the systems.

The Department stated that it agreed with our
findings, conclusions, and recommendations and
that it was taking corrective actions. (B-163058,
July 17, 1972.)

Cost-Effectiveness Studies of
Proposed Systems

We made a detailed review of cost-effective-
ness studies on 16 major weapon systems—b
Army systems, 6 Navy systems, and 5 Air Force
systems. We submitted a report on this work to
the Congress in August 1972,

Notwithstanding weaknesses found in many of
these studies, the cost-effectiveness technique is
an essential tool in decisionmaking. It forces
advocates of a proposed weapon system to
examine and record the real need, the alterna-
tives, the costs, and the assumptions considered
in making a proposal. It provides the decision-
maker with a substantial amount of information
which is helpful in reaching a decision at a very
early phase of acquisition.

Under the directives in force when the cost-
effectiveness studies were prepared for the 16
weapon systems, the studies were required just
once, in the early conceptual phase. Only a few
of the studies were updated. Cost-effectiveness
studies should be made as early in the acquisi-
tion process as practical and should be updated
as important developments occur. Studies for
some weapons were not updated to consider
such changes as:

Changes in actual performance data com-
pared with that predicted.

Major cost or quantity changes.

Important changes in initial study assump-
tions.

Cost-effectiveness studies can be strengthened
if the services are more objective in their analy-
ses and if impartial parties participate in the
studies. Having impartial parties participate is
particularly necessary when common mission
areas generate excessive interservice rivalry
which, if unchecked, could result in costly dupli-
cation of weapons. Many of the cost-effective-
ness studies in the 16 weapon systems appeared
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to be designed to support the position of the
advocating service in that:

Known alternatives were excluded.

Stated assumptions were too Trestrictive or
were not completely valid.

Available data on alternatives had not been
considered, and as a result, incomplete studies
with misleading information were furnished
for decisionmaking.

We recommended that the Secretary of Defense:

Emphasize the need for cost-effectiveness
studies and clarify their role as formal docu-
ments which support development concept
papers at each stage of decisionmaking.

Attain objectivity in cost-effectiveness deter-
minations, particularly in mission areas in
which two or more services are competing for
a weapon system. This could require that the
Secretary of Defense arrange for independent
cost-effectiveness studies or identify an impar-
tial party to review the studies. In particular
mission areas, it may require joint participa-
tion with the service in planning and/or mak-
ing the study.

Make sure that the services, in implementing
Department of Defense Directive 5000.1,
make cost-effectiveness studies at the earliest
practical time and update them throughout
acquisition as major changes occur.

The Department of Defense commented on
these recommendations as follows:

It would issue guidance which would re-
quire that cost-effectiveness analyses support
the findings summarized in development con-
cept papers and be presented to the Defense
Systems Acquisition Review Council.

It agreed that objectivity in cost-effectiveness
determinations was needed, particularly in
mission areas in which two or more services
were competing. It planned to insure that,
when such a situation arose, an impartial cost-
effectiveness study would be prepared and
reviewed by (1) the Office of the Secretary of
Defense, (2) a multiservice review group, or
(3) a Federal contract research center.

The procedures for updating studies estab-
lished by the development concept papers and
the Defense Systems Acquisition Review
Council and those needed to support the
objectives of Directive 5000.1 necessitated the
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preparation of cost-effectiveness studies to
support the three major decision milestones:
(1) program initiation, (2) full-scale develop-
ment, and (3) full-scale production. (B-
163058, Aug. 21, 1972.)

Cost Estimates of Systems

Realistic cost estimating is indispensable to
decisionmaking by both the Congress and the
military services’ management when acquiring a
new weapon system. Data on 47 weapon systems
showed cost increases of $15.6 billion from early
development estimates. The Department of De-
fense attributed 43 percent of this amount, or
$6.7 billion, to estimating changes. In a report to
the Congress in July 1972, we attempted to
identify those cost-estimating factors that were
causing the problem and to suggest how the
problem might be solved or abated.

The services lacked uniform guidance on cost-
estimating practices and procedures for formu-
lating valid, consistent, and comparable esti-
mates. Each service issued its own guidance
which ranged from a detailed estimating manual
to a few general statements. Estimators often
ignored guidance.

Cost estimates for a specific system frequently
were a succession of revisions. To accurately
revise both the original and the updated cost
estimates, documentation must show data
sources, assumptions, methods, and decisions
basic to the estimates. For virtually every system
we reviewed, such documentation was inaccurate
or was lacking. Among the resulting difficultes
were:

Known costs had been excluded without
adequate or valid justifications.

Historical cost data used as a basis for
computing estimates was sometimes invalid,
unreliable, or unrepresentative.

Inflation was not always included or uni-
formly treated.

Understanding and proper use of the esti-
mates was hindered.

Readily retrievable cost data which could serve
as a base for computing cost estimates for new
weapon systems generally was lacking. According
to officials in the Office of the Secretary of
Defense, the services made little organized effort



to gather actual cost data, so they could not
insure consistent treatment of costs for various
weapon systems or see whether the cost data the
contractors reported was accurate and consist-
ent.

Without realism and objectivity in cost estimat-
ing, estimates prepared by advocates of weapon
systems tend to be low. Therefore, persons who
are not influenced by the military organization’s
determination to acquire a weapon system or by
the contractor’s desire to produce the system
should reviéew every weapon system at major
decision points in the acquisition cycle.

We recommended that the Secretary of De-
fense develop and implement guidance for con-
sistent and effective cost-estimating procedures
and practices and that, in developing this guid-
ance, he consider the criteria for cost estimating
we set forth in our report, particularly:

An adequate data base of readily retrievable
cost data.

Treatment of inflation.

An effective, independent review of cost esti-
mates, including top officials’ judgments on
the realism of the estimates.

More complete documentation of cost esti-
mates, coupled with a requirement for ade-
quate feedback of results, to provide a basis
for comparing costs incurred with those esti-
mated.

The Department stated that it agreed with our
conclusions and that it planned:

*.% % to provide the necessary guidance to the DOD
components. This would include criteria to guide those
charged with making estimates and would establish proce-
dures to have cost estimates, which were prepared within this
guidance, available for use by the Services and the Secretary
of Defense. In addition, it would provide guidance necessary
for the creation and maintenance of data systems for cost
estimates.

The military departments, according to the
Department, had taken steps to improve cost
estimating. (B-163058, July 24, 1972.)

Testing of Systems and
Evaluation of Test Results

The Department of Defense has three basic
categories of testing and evaluation of major
weapon systems.

Engineering testing to demonstrate physically,
before a weapon system is accepted for pro-
duction, that it will perform as intended.
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Acceptance testing to demonstrate that the
state and quality of the system can fulfill the
legal and/or commercial requirements agreed
to by the seller and the buyer.

Operational suitability testing to demonstrate
that the weapon system, the operating person-
nel, and the tactical operations can work
together to accomplish an established combat
mission.

We reviewed 13 weapon systems, with esti-
mated costs of more than $46 billion, for which
substantial testing history was available. We sub-
mitted our report to the Congress in August
1972.

Immediately before our review, the Depart-
ment was changing its acquisition policies. The
new policies, which are basically sound and in
various stages of implementation, were being
applied primarily to new systems entering the
acquisition process. Test cases cited in our re-
port therefore were not fully representative of
current policies. We found that:

Practices used to establish testing objectives
generally were adequate.

Most weapon sysiems did not have adequate
plans for conducting tests.

Most weapon systems were not tested and
evaluated on time.

Most test reports were adequate, but their
value was diminished because of inadequate
test planning and actual testing.

Complete and valid test and evaluation data
was not available before decision points in the
acquisition cycle.

Each of the three services has a longstanding
policy that engineering testing should be com-
pleted before production begins. The policy has
been waived frequently. For instance, the Army
waives it and begins limited production when
the need is urgent, when the risk is low, and
when no other system satisfies the requirement.
The Army has recently procured most, if not all,
of its major weapons under this waiver. Simi-
larly, the Mark 48, the F-111, and a number of
other weapon systems for the Navy and Air
Force have entered production under waivers.

We recommended that, in implementing the
new testing and evaluation policies, the Secretary
of Defense continue to emphasize the need for:

Completion of appropriate testing and eval-
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F-14

uation before key decision points in the acqui-
sition cycle.

Adequate controls over waivers.

Succinct summary reports prepared by the
testing agency for all management levels.
(Interested management levels may wish to
comment on these summary reports; however,
they should not be permitted to change them.)

According to the Director of Defense Research
and Engineering, the implementation of policies
issued by the Office of the Secretary of Defense
since May 1970 would correct the deficiencies in
testing and evaluation discussed in our report.
The Director stated that these policies were
being implemented but cautioned that change
takes time. He also mentioned that many pro-
grams were well advanced and could not yet be
completely transferred to the new testing poli-
cies due to contracts or other binding agree-
ments; however, these programs were being
modified to the extent practical. (B-163058,
Aug. 7, 1972))

Status of Procurement of the
F-14 Weapon System

The F-14 is a Navy carrier-based, fighter
aircraft. Its effectiveness depends on the success-
ful development, production, and integration of
the aircraft, the engines, the Phoenix missile,
and the airborne weapon control system. We
reviewed the procurement status of the F-14
weapon system as of June 1, 1972. Following is
an unclassified summary of the classified (confi-
dential) report we submitted to the Congress in
February 1973.

Each of the F-14’s subsystems passed critical
tests or milestones, and a number of perform-
ance capabilities were demonstrated. Although
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the F-14 has elements of a superior weapon
system, a number of problems were uncovered
during development. They included:

Engine stalls during flight tests.

Reliability problems in the central air data
computer and maintenance problems.

Considerable concurrency in production and
development, which reduced the amount of
flight-test data available when production de-
cisions had to be made.

Development problems with the advanced-
technology engine, which caused the Navy to
defer indefinitely its purchase of the F-14B
aircraft.

The airborne weapon control system in
certain situations not meeting specifications
for detecting and tracking multiple targets.

Transmitter problems in the airborne
weapon control system.

Phoenix missile committed to production
before its capabilities had been fully demon-
strated.

The Navy and the contractor believed such
problems were not unusual in developing a
major weapon system, and they were satisfied
that progress was being made in resolving the
problems, It is important to note that at the time
of our review the major portion of the inte-
grated F-14 weapon system testing was unfin-
ished.

At that time it was difficult to assess the
significance of the problems and their impact on
the program. The contractors’ success in resolv-
ing problems must await future testing, includ-
ing Navy preliminary evaluation tests’and Navy
Board of Inspection and Survey trials. During
the Navy Board trials, the weapon system will be
tested to establish a legal basis for specification
compliance and a recommendation on its suita-
bility for deployment will be made. (B-168664,
Feb. 26, 1973.)

Cost Growth of Major Weapon Systems

At the request of the House Committee on
Armed Services, we reviewed the cost growth of
major weapon systems. Our March 1973 report
pointed out that most new weapon systems are
intended to replace obsolete systems performing
the same type of missions. The military services,
however, constantly demand that the perform-
ance and capabilities of new systems exceed
those of the systems to be replaced. This, of



course, increases their cost. A comparison of the
latest eight weapons—such as military and trans-
port aircraft, helicopters, missiles, tanks, and
torpedoes—showed that the cost of a successor
system was two to six times greater than that of
its predecessor.

Other significant factors contributing to cost
growth were (1) optimistically low initial esti-
mates of costs on the part of competing contrac-
tors and the military services, (2) revisions in the
contract specifications for quantities, scope, time
schedules, and engineering, and (3) inflation.
(B-163058, Mar. 26, 1973.)

On March 28, 1973, the Comptroller General
appeared before the House Committee on
Armed Services to discuss the report and to
present our views on cost growth of weapons
and closely related problems.

Research and Development

We submitted five reports to the Congress on
research and development activities. In addition,
we submitted a report to the Senate Committee
on Armed Services, at its request, on payments
for independent research and development and
bid and proposal costs.

Full-Scale Development of
Minor Weapon Systems

In recent years congressional attention has
focused on problems in meeting cost, schedule,
and performance targets for major weapons. The
Department of Defense has responded by em-
phasizing the importance of testing hardware
and other controls during development. As
noted by the Blue Ribbon Defense Panel in
1970, more money is committed to the far more
numerous minor weapon systems. (Minor systems
are those which involve less than $50 million of
research and development funds or less than
$200 million of procurement funds.)

We were particularly interested in how well
the Department was managing decisions to start
full-scale, or engineering, development of minor
systems. The decision to enter such development
is crucial because it is the final step before a
system enters production and inevitably leads to
large commitments of money. We reviewed 15
Navy programs which had passed through the
crucial decision points and which were in vary-
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ing stages of development, production, or use
and reported our findings to the Congress in
October 1972,

For most of the 15 programs, the experimen-
tal work before full-scale development was insuf-
ficient. As a result, serious technical problems
frequently occurred during full-scale develop-
ment and caused cost growth, schedule slippage,
or shortfalls in performance. This forced the
Navy to compromise its plans for meeting its
equipment needs.

Although premature full-scale development
was not the only causé of later problems, it
appeared to be the most prevalent cause and the
one having the most far-reaching effect. It had
the following impact on cost, schedule, and
performance targets.

Development costs increased 16 to 213 per-
cent. For 6 of 10 programs, they increased 50
percent or more.

In 9 of 12 programs, completion of full-
scale development had to be extended more
than 1 vyear. Program slippage for these
systems ranged from 4 to 51 months.

Serious technical problems were evident in 9
of 15 programs. Redesign or modifications
had taken place or were planned for six of
the nine because of technical problems in
areas which had not been proved feasible
through experimental testing.

When cost or schedule limits were exceeded
or when performance was significantly below
expectations, decisionmakers often were
forced into undesirable compromises—e.g.,
redesigning or modifying equipment at addi-
tional cost, diverting funds from lower prior-
ity programs, taking risky shortcuts, or
canceling or cutting back development pro-
grams.

Risky shortcuts—e.g., starting production
while development is in process—are sometimes
taken to bring completion dates back in line.
Often, these shortcuts not only fail to speed up
the program but also add to the development-
production cost. If technical problems were
exposed through experimental work before full-
scale development began, there would be less
pressure to resort to shortcuts.

We recommended that the Secretary of De-
fense require key decisionmakers to (1) verify
and certify that experimental work was sufficient
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before they approved full-scale development of
minor systems or (2) justify in writing any
exceptions. We also recommended that he use
spot checks and other techniques to insure that
the principles specifically applicable to major
systems are applied to the far more numerous
and, in total, more costly minor systems.

Recent legislation requires the Secretary of
Defense to annually report, beginning in 1973,
on operational testing and evaluation for each
weapon system for which procurement funds are
requested. This should assist in identifying new
systems which enter production prematurely.

We suggested that the Congress require from
the Secretary of Defense—along with his initial
request for full-scale development funds for new
systems—a statement that (1) all necessary exper-
imental work has been done and the proposed
system is ready for full-scale development or (2)
authorization of full-scale development is essen-
tial even though all prescribed conditions have
not been met. If the latter is the case, the
statement should give the reasons for the deci-
sion and identify the areas where experimental
work has not been completed.

Subsequently the Chairman, Armed Services
Investigating Subcommittee, House Committee
on Armed Services, requested that we make spot
checks to determine whether similar problems

SAM-D
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existed in the Army and the Air Force. We
found that similar problems did exist. (B-
163058, Oct. 6, 1972.)

Development of the
SAM--D Surface-to-Air Missile

The Chairman, Research and Development
Subcommittee, Senate Committee on Armed Serv-
ices, asked us to review the SAM-D surface-to-
air missile system which was being developed.
Our report to the Congress in May 1973 was
classified (secret), but the following summary is
unclassified.

The Army is developing the SAM-D to re-
place the Improved HAWK and Nike Hercules
systems. The Department of Defense justifies the
replacement on the basis that the SAM-D will be
more cost effective. A comparison of the SAM-D
with the Improved HAWK shows that:

An Improved HAWK radar can scan a
greater area than a SAM-D radar. The Army
is studying ways to increase the SAM-D radar
coverage and radar survivability against en-
emy antiradiation missiles.

Reloading times for the SAM-D are signifi-
cantly longer than for the Improved HAWK.
However, an Improved HAWK battery is
easier to overwhelm than a SAM-D fire sec-
tion, since the Improved HAWK can engage
fewer targets concurrently than the SAM-D.

The SAM-D can track many more targets than
the Improved HAWK.

The SAM-D has a longer range, a higher
altitude capability, and a faster firing rate
than the Improved HAWK.

The Army expects to use fewer personnel to
deploy the SAM-D than the Improved
HAWK.

We suggested that the Congress consider:

What assumptions were made to justifv that
the SAM-D’s greater engagement capability
would offset its slower reloading time.

Why the Army used its own assessment of
enemy threat rather than that of the Defense
Intelligence Agency and whether a new analy-
sis should be made that would consider all
available support and systems, including
ground and air, to counter the threat beyond
1980.

Whether the Army has left its forces, and
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CH-46 recovery sequence

the assets it is to protect, vulnerable to attack
by developing a system that has limited radar
coverage.

Whether the SAM-D, or any other air
defense system, can survive or be effective in
an environment where antiradiation missiles
are used.

Whether the Army is still sure that the
SAM-D can operate with fewer personnel and
attain simplified maintenance in view of
changes in quantities to be acquired and
changes in performance characteristics.

Whether the decisions to defer testing of
critical components, i.e., the warhead-fuzing
and guidance subsystems, until considerable
funds have been expended are justified in the
light of past experience.

Whether the current trend of rising costs
for the SAM-D program can be curtailed and
whether continued rising costs would affect
the capabilities and quantities of fire sections
acquired.

Whether a new cost-effectiveness study is

UH-IE recovery sequence

Extraction, ejec'tion seat system

warranted in view of the changes made to the
SAM-D performance characteristics and quan-
tities, the additional changes contemplated,
and the product improvement program for
the Improved HAWK.

Another matter that the Congress may wish to
examine relates to the Mutual and Balanced
Force Reduction program presently being nego-
tiated. Since the need for the SAM-D is predi-
cated, in part, on the Army’s assumption that its
forces in Europe will be increased, reduction in
the size of these forces and the Warsaw Pact
Forces could significantly affect the quantities of
SAM-D fire sections needed in that area. (B—‘
163058, May 7, 1973.)

Development of
In-Flight Escape Systems for Helicopters

Navy-sponsored studies show that most heli-
copter fatalities are caused by uncontrolled de-
scents which result in crashes causing structural
failures and fires. The studies show also that in-
flight escape systems could prevent over 40
percent of these fatalities. Other proposed sur-
vivability features could further reduce fatalities.

The Navy has studied such escape systems
since 1962. The Army, which uses helicopters
the most, has concentrated on reducing injuries
and fatalities by developing and installing en-
ergy-absorbing seats to reduce impact forces and
crashworthy fuel tanks to prevent fires. Al-
though the Army system is important, it protects
crew members and passengers only when impact
forces are low.

From September 1967 to September 1972, 210
Army and 10 Marine Corps Cobra pilots were
killed in Vietnam. A Navy analysis indicated that
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in-flight escape systems could have prevented 6
of every 10 of those deaths.

In March 1972 the Navy obtained $500,000 to
begin developing individual-type escape systems
for Cobra helicopters. Although the Army,
which is helping to fund this development,
agrees that such systems are desirable for its new
advanced-attack helicopters, its current design
requirements do not provide for them. We
believe that the development of in-flight escape
systems should be emphasized to insure their
availability for these helicopters.

The Navy has deemphasized developing and
testing capsule-type, in-flight escape systems for
larger troop-carrying helicopters, primarily be-
cause of their additional weight.

We recognize that development of in-flight
escape systems for cargo-passenger helicopters
may pose severe problems and constraints re-
garding weight and complexity. But, because the
technology for capsule-type, in-flight escape sys-
tems is available, we believe effort to develop
such systems for the troop-carrying helicopters
should be continued.

In a report to the Congress in June 1973, we
recommended that the Secretary of the Army:

Emphasize developing in-flight escape sys-
tems for advanced-attack helicopters.

Monitor the current development of the
escape systems for Cobra helicopters, to deter-
mine whether the concept could be applied to
advanced-attack helicopters.

Reevaluate the design requirements for ad-
vanced-attack helicopters to insure that they
will be capable of accepting in-flight escape
systems. ‘

Continue to develop feasible in-flight escape
systems for the larger cargo-passenger heli-
copters.

The Department of Defense said it would
continue efforts to increase the effectiveness of
escape systems but disagreed that the systems
should be included in helicopters now being
developed or planned for development. It con-
tended that the systems had not been “demon-
strated to be the most effective method of
improving flight safety, considering both human
life values and dollar costs.”

We believe that the Department is not ade-
quately considering the following costs of not
having the systems.
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Experienced aviators and other trained mili-
tary personnel are killed. Army and Navy
estimates of the initial cost of training each
helicopter pilot range from $20,000 to $100;,-
000.

Death benefits must be paid.

New pilots must be trained.

Helicopter pilot and crew morale—as well as
military readiness—is adversely affected.

We recognize that it may be expensive to
develop, install, and maintain in-flight escape
systems but believe that the potential decrease in
the number of fatalities and severe injuries
warrants further consideration. (B~-177166, June
12, 1973.)

Use of Computer Models in
Operations Research and Systems Analysis

Much of the cost of conducting computer
simulations, war games, and analytical studies is
for developing and operating models. A model
is a documented set of rules, methodologies,
techniques, procedures, mathematical formulas,
and logic designed to simulate or approximate
selected elements and/or functions of reality that
are deemed essential to the particular situation
or system being studied.

Modeling is one of the principal tools the
operations research and systems analysis com-
munity uses to simulate, “game,” or study com-
plex problems or situations involving (1)
technical performance of equipment or systems,
(2) policies, strategies, and tactics, and (3) force
structures, including the determination of opti-
mum size and appropriate mixes of personnel
and weapons. Its purpose is to provide decision-
makers with objective and statistically reliable
results that should be bases for decisions.

We submitted a report to the Congress in May
1973 on the development and use of computer
models in the Department of Defense.

The Department has developed numerous
models over the last 10 years to cover a broad
spectrum of simulated war, defense, and military
problems. We analyzed data on 132 models,
which represented a fairly complete picture, and
found:

Development of models was about equally
divided between contractor and in-house ac-
tivities.



Reported costs of developing 104 models
totaled $28,805,500.

The model costs ranged from about $1,200
to $3 million, and the average cost was about
$276,900.

Developing a model is generally a lengthy
undertaking. The average reported time was
18 months, and some models took as long as 7
years.

Many models were related to previously
developed ones and formed the basis for
follow-on models.

Independent checks were not made to in-
sure the accuracy, timeliness, consistency, and
overall quality of the data used in about one-
third of the models.

Technical, doctrinal, and force-structure ev-
aluations were the principal stated purposes
for developing models. Models were then
used to answer specific questions and to study
operational problems in logistics operations,
ground combat, nuclear exchange, air war-
fare, and naval warfare.

The studies using computer models may not
adequately consider uncertainties, and decision-
makers frequently may not be aware of the
uncertainties in the study results. To properly
use study results, the qualifications reflecting the
uncertainties, along with the results, must be
presented to the decisionmakers. They should be
fully informed of how the limitations and uncer-
tainties were treated, the range of assumptions
that were made, and other qualifying factors
that influenced the study results.

Although we recognized the Department’s ef-
forts to improve the use of computer modeling
and simulation techniques in studies and analy-
ses programs, additional emphasis was needed.
Accordingly, we recommended that the Secre-
tary of Defense:

Formally adopt, as Department policy,
guidelines for reporting study results similar
to those of the Operations Research Society of
America.

Establish a requirement for periodic, inde-
pendent, technical reviews of computer
models to insure continued improvement in
their development and use as well as in the
studies in which they are used.

The Department agreed that the use of large-
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scale computer modeling to assist decisionmakers
must be accompanied by continued review of
these models and that principles, such as those
of the Operations Research Society of America,
should be followed. But the Department be-
lieved that existing directives and manuals pro-
vide adequate guidelines and that the extension
of reporting requirements was unnecessary. (B-
163074, May 3, 1973.)

Application of Defense Technology to
Urgent Public Problems

We tried to identify ways by which the Depart-
ment of Defense and civil agencies could share
the Government’s technological resources to
solve massive sociological problems in such areas
as transportation, law enforcement, environmen-
tal protection, education, housing, and urban
development. The contribution the Department
can make becomes clear when one realizes that it
spends about $8 billion a year—nearly half the
Federal research and development budget—on
research and development involving virtually
every scientific and technical field.

This sharing is called technology transfer;
technology developed for a particular purpose
may be adapted and applied to a different
purpose. Transfer methods may be called:

Passive: collecting, processing, and distribut-
ing technical documents and data on request.

Active: maintaining a liaison between devel-
opers of technology and its potential users,
frequently aided by a third-party.

The transfer process is complex, particularly if
the developer and potential user do not have
similar technical backgrounds and the common-
ality of problems is not obvious.

In a report to the Congress in December
1972, we pointed out that the Department’s
participation is primarily passive. Active partici-
pation has been inhibited by the lack of policy
guidance and the question of whether the De-
partment’s funds may be expended for other
than mission-related research. Because no na-
tional policy clearly defines the responsibilities of
all agencies to encourage technology transfer,
civil agencies differ widely in the extent that
they seek and use Department of Defense tech-
nology.

We recommended that the Secretary of De-
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fense establish policies and procedures to en-
courage active transfer of the Department’s
technology to civil agencies. We also recom-
mended that the Director, Office of Manage-
ment and Budget:

Establish a Government-wide policy for
technology transfer and issue guidelines for
active transfers.

Provide for a small technology transfer team
to initially assist Federal agencies in matching
technological resources with their needs for
solving national problems.

The Secretary of Defense has issued a policy
endorsing nondefense work in the Department’s
laboratories, subject to certain restrictions. The
policy is an essential first step, but guidelines to
put it into effect are still needed.

The Office of Management and Budget said
that it had long been the Government’s policy to
encourage technology transfer and cited steps
being taken, but it did not agree to provide
written guidelines on active transfers. . (B-
175132, Dec. 29, 1972.)

Payments for Independent Research and
Development and Bid and Proposal Costs

Section 203 of Public Law 91-441 places
certain restrictions and requirements on the
Department’s payments of contractors’ inde-
pendent research and development and bid and
proposal costs after December 31, 1970. Section
203 provides that payments of such costs be
based on (1) the Secretary of Defense’s determi-
nation that the work has a potential relationship
to a military function and (2) advance agree-
ments negotiated with contractors establishing
ceilings on such costs. The advance agreements
must be based on plans submitted by contractors
and technically evaluated by the Department.

We reviewed the implementation of section
203 at the request of the Senate Committee on
Armed Services. In our report to the Commit-
tee, we pointed out that the military relationship
provision of section 203 was vague and that the
Department had inconsistently applied it. As
interpreted and applied by the Department, it
had no measurable effect on independent re-
search and development or bid and proposal
payments or the ceilings on such payments.
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We made recommendations to the Secretary of
Defense to improve implementation of section
203 but recommended that the Congress hold
off changing it until it has considered several
ongoing studies. We plan to evaluate these
studies and continue our own examination, con-
sidering—among other things—the recommen-
dations of the Commission on Government
Procurement, alternative means of insuring
equitable allocation of these costs, upward trends
in contractors’ bid and proposal costs and corre-
sponding reductions in innovative independent
research and development costs, and possible
inequitable treatment of smaller companies. (B-
167034, Apr. 16, 1973.)

General Procurement

Our general procurement audits covered (1)
the administration of the production centract
for the C-5A aircraft and the propriety of
payments to the contractor, (2) audits of borrow-
ers under the Emergency Loan Guarantee Act,
(3) renegotiation of contractors’ profits, (4) life-
cycle costing, (5) impact of inflation on cost
estimates of proposed programs, (6) studies
done under contracts, (7) contractors’ industrial
operations, and (8) contracting officers’ use of
Defense Contract Audit Agency reports.

Contract Administration

Public Laws 91-441, 92-156, and 92-436,
which authorized funding for the C-5A aircraft
program for fiscal years 1971, 1972, and 1973,
provided that payments be made to the contrac-
tor—Lockheed Aircraft Corporation—through a
special bank account. The laws also restricted
the payments which could be made from the
special bank account and required GAO to audit
the payments and submit quarterly reports to
the Congress.

We audited payments, totaling $530 million,
made from June 1971 when the special bank
account was set up through March 31, 1973, and
submitted eight quarterly reports to the Con-
gress, including four reports submitted in fiscal
year 1973. We found no payments contrary to
the laws. However, we questioned the propriety
of payments to the contractor for contributions



to employees’ retirement funds well before the
contractor needed them.

Although costs incurred but not yet paid are
reimbursable if otherwise valid, the contractor
held the payments received from the Govern-
ment for an average of about 14 months before
paying the retirement fund trustees. In response
to our recommendation to the Secretary of
Defense, the Armed Services Procurement Regu-
lation Committee is revising the regulation to
avoid making such payments before they are
needed. (B-162578, Aug. 11, 1972; Nov. 29,
1972; Mar. 9, 1973; and May 17, 1973.)

Guarantee of Contractors’ Loans

The Emergency Loan Guarantee Act, ap-
proved August 9, 1971, created the Emergency
Loan Guarantee Board. The Board was author-
ized to provide lenders with Government guar-
antees to repay loans up to $250 million made to
major business enterprises. The Board is to
provide such a guarantee when it finds that (1) a
loan is needed and that failure to meet the need
would adversely and seriously affect the econ-
omy, (2) credit is not otherwise available to the
applicant, and (3) the prospective earning power
of the applicant and the value of security
pledged reasonably protect the United States.

Lockheed has been the only business enter-
prise to apply for a loan guarantee under the
act. The Board’s authority to enter into new
commitments will end on December 31, 1973.

The act provides that GAO audit and report
to the Congress and the Board on all accounts,
books, records, and transactions of any borrower
under the act. We submitted our first such
report to the Congress in December 1972. We
intend to issue annual reports until the guaran-
teed loans are repaid or the Government's
obligations are otherwise terminated.

We found that Lockheed and the lending
banks had complied with the requirements of
the act and that, barring unforeseen circumstan-
ces, Lockheed should earn sufficient funds dur-
ing the next several years to repay the
Government-guaranteed portion of the loan.
However, unless Lockheed obtains additional
orders for its L-1011 TriStar commercial air-
liner, losses on that program could impair its
financial condition. Lockheed estimated that it
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needed to sell about 275 TriStars to recover all
program costs. As of October 31, 1972, Lock-
heed had firm orders for 117 and customers
had taken options for an additional 67.

At the outset of this audit, we were denied
access to records of the Board. The Board
through its Chairman, the Secretary of the
Treasury, took the position that it was not the
intent of the Congress to grant GAO authority
to review the Board’s activities. We did not
agree.

The records were subsequently made available
to us, but only because of intervention of the
House and Senate Banking and Currency Com-
mittees. In making the records available, the
Executive Director of the Board stated that “we
continue to believe that the GAO does not have
the statutory authority to review the Board’s
internal records relating to its decisionmaking
process.” The Board also took this position in its
first annual report of July 31, 1972, (B-169300,
Dec. 6, 1972.)

Renegotiation of Contractors’ Profits

The Renegotiation Board is an independent
agency created by the Renegotiation Act of 1951
to eliminate contractors’ excessive profits on
defense and space contracts and related subcon-
tracts. The Board requires contractors to refund
to the Government those portions of profits
which it determines to be excessive. Each con-
tractor whose total renegotiable sales in a fiscal
year exceed $1 million must file a report.

We submitted a report to the Congress in May
1973 on the operations of the Renegotiation
Board. We found that the objectives of the
Renegotiation Act could be more fully attained
by strengthening procedures of the Board and
certain provisions of the act.

We recommended that the Board:

Develop guidelines showing specifically how
the statutory factors to be used in excessive
profit determinations are to be applied and
weighted and include in its files adequate
documentation of the rationale for decisions.

Give greater consideration, in making exces-
sive profit determinations, to the rate of
return on capital employed in generating
renegotiable sales and use industry averages
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to provide for more objective and broader
based analyses.

Selectively assign contractors’ filings which
show seemingly reasonable profits (especially
in borderline cases) to the regional boards to
insure that contractors are not escaping exces-
sive profit determinations because of inaccur-
ate data.

Establish liaison with the Armed Services
Board of Contract Appeals and other claims
settlement review groups to insure that con-
tractors are reporting accurate data on pend-
ing and paid claims.

Consider forwarding to procurement offices
data on excessive price determinations and on
the Board’s analyses of such determinations.

The Board stated that it was making improve-
ments, including (1) preparing guidelines for
screening contractors’ filings and (2) developing
an automatic data processing system to provide a
basis for more broadly based analyses of cases in
both screening and full-scale renegotiation.

We recommended that the Congress:

Require that the Board obtain and analyze
profit and cost data on standard commercial
articles and services, to determine whether
significant amounts of profits are escaping
renegotiation.

Determine whether the new, durable, pro-
ductive equipment exemption is valid since
the rationale for the exemption—the release
of the Government stockpile of such equip-
ment—has not occurred.

Amend the act to penalize contractors for
failing to file on time. The penalty could be
patterned after that of the Internal Revenue
Service; that is, the Board could charge inter-
est on the excessive profits for the period the
fiing was late or, if no excessive profit
determination was made, could charge a fixed
amount.

Revise the penalty provision to hold contrac-
tors responsible for furnishing all data re-
quired by the Board and to have the
contractors show reasonable cause why they
did not furnish the data.

Consider whether the minimum amounts of
excessive profits below which the Board does
not require refunds ($80,000 for contractors
and $20,000 for manufacturers’ agents and
brokers) are appropriate and, if so, whether
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the Board has clearly stated its objectives for
establishing minimums and whether these ob-
jectives are being attained. (B-163520, May 9,
1973.)

Life-Cycle Costing:
A Procurement Technique

Life-cycle costing is a procurement technique
which takes into account not only the price of an
item but also its useful life and the cost of
maintaining it during that life. When competi-
tive prices are evaluated, this technique often
reveals that a lower price is not necessarily more
advantageous in terms of overall cost.

In 1965 the Department of Defense began to
test this concept and in 1970 issued implement-
ing guidelines. Although the Department’s engi-
neering and procurement managers have
accepted the concept, it has been successful at
only five or six procurement activities which
have used it aggressively. We evaluated the life-
cycle costing technique to determine its potential
for broader application in awarding defense
procurement contracts, and we submitted a re-
port on the evaluation to the Congress in May
1973.

From inception of the test program in 1965 to
the time of our review, contracts were awarded
on the basis of life-cycle costing for only 64
procurements—43 of which were awarded by
the Air Force. The Air Force reported that the
43 procurements, costing about $20 million, had
saved about $25 million.

The limited application of the concept was
attributable to insufficient emphasis by the De-
partment. Neither the Armed Services Procure-
ment Regulation nor the Defense Procurement
Circulars—the primary means of disseminating
policy and direction to procurement personnel
and contractors—have provided guidance on the
concept. It is unlikely that the lessons learned
from the test program can be widely used in the
Department unless high-level interest is ex-
pressed and coordination, communication, and
training are improved.

We recommended that the Secretary of De-
fense:

Emphasize more vigorously the importance
of an effective test program for life-cycle



costing and provide coverage in the Armed
Services Procurement Regulation.

Expand the test program to provide that,
when appropriate, the competition for prime
contracts include consideration of contractors’
plans to use life-cycle costing in awarding
subcontracts.

Expand the test program to include, when
appropriate, noncompetitive procurements by
requiring the submission of proposals offering
different levels of reliability and maintainabil-
ity and by providing for evaluations on a life-
cycle-costing basis.

Place the primary responsibility for life-cycle
costing on the engineering and requirements
personnel and provide for coordination with
the procurement personnel.

Establish goals for systematically reviewing
items scheduled for procurement to identify
those to which life-cycle costing could be
applied.

The Office of the Secretary of Defense gener-
ally agreed with our findings, conclusions, and
recommendations and informed us of the spe-
cific steps it was taking to implement the recom-
mendations. (B-178214, May 21, 1973.)

Impact of Inflation on
Cost Estimates of Proposed Programs

“Inflation” is defined as a persistent and
appreciable rise in the general level or average
prices for labor and material. When an agency
requests the Congress to authorize and appro-
priate funds for a program, the Congress needs
realistic cost estimates, including those for infla-
tion, in deliberations on the program’s merits.
The Office of Management and Budget has a
long-established policy that allowances for future
price increases be excluded from budget re-
quests presented to the Congress. Inflation has
little effect on programs for which funds are
budgeted and obligated for a single year. How-
ever, OMB’s policy may cause the Congress to
approve long-term programs on the basis of
incomplete information.

We examined, and reported to the Congress
in December 1972, the methods by which Gov-
ernment agencies consider inflation in estimating
costs of long-term programs and disclose them
to the Congress.
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Some agencies included allowances for infla-
tion in their budget requests despite the OMB
policy. However, because the allowances were
not so identified, the Congress did not receive
consistently prepared budget estimates. Also,
agencies frequently prepared cost estimates for
internal use—in contrast to the cost estimates
submitted to the Congress—which included ex-
pected cost increases due to inflation.

In 1969 the Department of Defense requested
authority from OMB to provide for inflation in
its cost estimates for major weapon systems and
other large projects. The request was denied.
The Department then instructed the military
services to prepare two estimates—one excluding
inflation for OMB’s use and one including
inflation for the Department’s use. In response
to the Department’s later request, OMB modi-
fied its policy for fiscal years 1972 and 1973
budget estimates for major weapon systems and
major construction.

We suggested to the Director, OMB, that cost
estimates for long-term programs include esti-
mates for inflation and that agencies present the
estimates for inflation to the Congress as supple-
mental data. OMB did not agree; it said that
including inflation in cost estimates, even on the
suggested supplementary basis, would tend to
increase Government procurement costs.

OMB has sound reasons for not desiring to
include inflation in the formal Federal budget.
However, to assess and authorize long-term
programs, the Congress should have information
showing, as realistically as possible, the total
expected costs of the programs. Agencies should
have estimates for inflation available to submit to
appropriate congressional committees for their
use when considering the programs. (B-176873,
Dec. 14, 1972.)

Studies Performed Under Contracts

~The Department of Defense and the military
services contract with public and private organi-
zations to make studies that will assist them in
reaching decisions or solving problems. We re-
viewed 17 Army contract studies to determine
the adequacy of the Army’s control over its
contract study program, and we submitted a
report on the review to the Congress in Decem-

ber 1972.
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We found that 8 of the 17 studies, costing
about $1.4 million, either were of limited useful-
ness or were not used. We were unable to
determine whether the remaining nine studies,
costing about $4.1 million, met their objectives
satisfactorily or were used as intended.

The Army evaluated the contractor’s perform-
ance after completing or terminating each con-
tract; however, it did not similarly evaluate its
own performance in planning or monitoring the
studies. Because of this, the intangible nature of
the studies, content, and the high turnover of
personnel involved in contract administration,
we were unable to determine the effectiveness of
the Army’s control over the studies or to posi-
tively determine causes of unsatisfactory study
results.

Some factors contributing to unsuccessful
study results were the Army's failures to (1)
review the lessons learned from previous studies,
(2) state the study assumptions used to guide the
contractual work, (3) clearly prescribe duties and
responsibilities of the study advisory group as-
signed to provide technical advice and assistance,
and (4) provide the technical expertise to plan
and monitor the study. In addition, directives
and regulations requiring distribution of study
information and results conflicted.

We recommended to the Secretary of the
Army that existing regulations be revised and
new procedures be established to require:

An evaluation of management’s perform-
ance after each study contract is completed or
terminated.

A meeting of the advisory group early
enough to (1) assist in meeting all prescribed
requirements for planning a contract study
and (2) determine whether the group is capa-
ble of monitoring the contractor’s perform-
ance in accordance with the plan.

The distribution of contract studies to the
Defense Documentation Center regardless of
their outcome or funding. For unsatisfactory
or incomplete studies, a summary of lessons
learned should be prepared and disseminated
with the results of the study.

We also recommended that the Secretary of
Defense consider, in conjunction with the Secre-
tary of the Army, phasing out the Army’s data
bank of studies and analyses as the Defense
Documentation Center obtains the data needed
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to function as the central repository for such
information.

The Department of Defense generally con-
curred in our recommendations and reported
that the Army was considering revising its regu-
lations along the lines we recommended. (B-

177372, Dec. 11, 1972))

Contractors’ Industrial Operations

We reviewed industrial operations at the
plants of three aircraft engine manufacturers
doing a substantial amount of work for the
Department of Defense. We applied industrial
engineering and financial management princi-
ples to identify conditions which could be unne-
cessarily increasing the cost of contract
performance. Our report was submitted to the
Congress in June 1973.

At each of the contractors’ plants, we found
that operations could be improved and costs
could be reduced through (1) effective programs
for establishing, maintaining. and using labor
standards for measuring labor efficiency, (2)
strengthened production control systems for
scheduling, coordinating, and controlling manu-
facturing operations, (3) review of inspection
criteria and revision of quality assurance pro-
grams to eliminate excessive inspection and test-
ing of material, parts, and assembled products,
(4) greater efficiency in plant layout and plant
utilization, (5) improved programs for mainte-
nance, modernization, and replacement of
equipment, and (6) relaxation of the military
services’ stringent packaging requirements for
spare parts and assembled products destined for
domestic delivery and use.

We brought our findings and suggestions at
each plant to the attention of the Department of
Defense procurement and contract administra-
tion organizations and contractors. We believe
our findings will be especially useful to the
Government’s procurement and contract admin-
istration personnel who will be dealing with
these contractors in the future.

Some of our suggested improvements
require time to implement, and many of
suggestions will require further study by the
contractors to determine the most feasible ap-
proach for changing their operations. Conse-
quently, we were unable to quantify the savings

will
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which could result from our suggestions. But we
believe that the savings would significantly ex-
ceed the cost to implement the improvements.
(B-159896, June 26, 1973.)

Contracting Officers’ Use of
Defense Contract Audit Agency Reports

We made a review to find out (1) whether
Defense Contract Audit Agency reports were
providing contracting officers the information
needed to reduce contract prices when such
prices had been increased because defective data
had been submitted, (2) why the officers had
determined in some instances that they did not
have a basis to reduce contract prices in the
amounts proposed by the Audit Agency, and (3)
whether they were acting promptly on the Audit
Agency’s reports. In March 1973 we submitted
our report to the Secretary of Defense, and we
recommended that he:

Insure that contracting officers provide ade-
quate documentation of the cost or pricing
data submitted and certified by contractors.

Require higher level approval when the
contracting officer does not accept the Audit
Agency’s recommendations because either
pertinent cost or pricing data had been dis-
closed to him during contract negotiations or
he was aware of the correct cost or pricing
data at that time.

Establish time standards for procurement
offices in reviewing Audit Agency reports,
evaluating the recommendations, and taking
appropriate actions.

Require the Audit Agency to review its
proposed reports more closely before it issues
them to contracting officers. (B-159724, Mar.
22, 1973.)

Recommendations of the Commission

on Government Procurement

The Commission on Government Procure-
ment, established by Public Law 91-129 to make
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a comprehensive study of Federal procurement
statutes, policies, and practices, submitted a
report to the Congress in December 1972, The
report included 149 recommendations for im-
proving Government procurement.

On March 19, 1973, the Office of Manage-
ment and Budget began to implement the Com-
mission’s recommendations by releasing a
memorandum which:

Identified the lead and participating agen-
cies responsible for executive branch action on
each recommendation.

Categorized each of the recommendations as
to the extent of study and policy formulation
required.

Provided for lead agencies to formulate
action plans and for OMB to monitor them
and outlined basic operating steps for all
recommendations.

During the year, the President initiated actions
to strengthen Federal Government management,
including procurement operations. The Presi-
dent signed Executive Order 11717 on May 9,
1973, and amplified it by a Presidential state-
ment on May 22, 1973. This order establishes
the General Services Administration as the Presi-
dent’s “principal instrument” for developing bet-
ter management systems in financial,
procurement, contracting, property, and data
processing areas—under the broad policy over-
sight of OMB.

At the request of the Chairman, House Com-
mittee on Government Operations, the General
Accounting Office will monitor executive branch
actions on the Commission’s recommendations.
We plan to prepare periodic reports which will
(1) update the operating plans for responding to
the Commission’s recommendations, (2) compare
accomplishments with those plans, (3) identify
potential problems, and (4) describe approved
policy decisions and implementing actions, in-
cluding any recommendations on which no ac-
tions will be taken and the reasons why.
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CHAPTER SEVEN

FEDERAL PERSONNEL
AND COMPENSATION

Responsibilities

The Federal Personnel and Compensation
Division is responsible for making audits and
special studies of the programs, activities, and
practices of the Government for managing and
compensating Federal workers. These include,
but are not limited to:

Personnel requirements and filling those
requirements.

Staff development through training, educa-
tion, and career management programs.

Use and retention of the workers.

Federal pay, fringe benefits, and retirement.

Employee relations, including equal employ-
ment opportunity programs, labor-manage-
ment relations, and rehabilitation of physically
and mentally handicapped employees.

The division is under the supervision of
Forrest R. Browne, Director. An organization
chart appears on the following page.

Size and Cost of the
Federal Work Force

In June 1973, the Federal Government em-
ployed an estimated 5.1 million persons: over
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2.7 million civilian employees and over 2.3
million military personnel on active duty. The
Government paid about $60 billion in direct
costs for compensation and personnel benefits
for this work force during the fiscal year and
over $1.5 billion for compensation to members
of the Reserve Forces and the National Guard.

. Payments totaling an estimated $8.7 billion
were made to Federal retirees and their survi-
vors. About $4.3 billion of annuity payments
were made from the Civil Service Retirement
Fund, and over $4.4 billion was paid from
appropriated funds to retired military personnel
and their survivors.

Audit Reports

During fiscal year 1973, 22 reports on Federal
personnel and compensation were issued: 6 to
the Congress, 4 to specific committees or Mem-
bers of Congress on investigations they re-
quested, and 12 to heads of departments or
agencies.

Most of the reports contained recommenda-
tions for improving personnel management and
controls. Agency officials were generally respon-
sive to our reports, indicating agreement with
our findings and intention to take corrective
action. As is our normal practice, after sufficient
time has elapsed, we will evaluate the effective-
ness of the actions taken.

Because of their significance, three of the
reports issued during the year warrant special
mention. They relate to (1) the progress made in
achieving an all-volunteer force, (2) programs
for controlling and reducing drug abuse by
military personnel, and (3) the annual survey of
private enterprise salaries used as a basis for
adjusting Federal white-collar salaries.

Meeting Military Manpower Needs in the
All-Volunteer Force

As July 1, 1973, drew near, the Congress was
faced essentially with three choices in legislating
the future method of obtaining men and women
to serve in the Armed Forces: (1) let the existing
draft authority expire and rely entirely on
volunteers, (2) extend the existing draft system,
or (3) rely on an all-volunteer force but enact

et



FEDERAL PERSONNEL AND COMPENSATION

FEDERAL PERSONNEL AND COMPENSATION DIVISION

DIRECTOR
F. R. BROWNE

PROGRAM PLANNING
AND REVIEW

J. J. KLINE

PERSONNEL MANAGEMENT

T. HALL, JR.
. G. BOEGEHOLD
. F. COOGAN
. J. GABRIEL
. C. NEWELL

u>EUT

REQUIREMENTS DETERMINATIONS,
ALLOCATIONS, AND STAFFING
LEVELS

WORK FORCE SOURCES

PERSONNEL MANAGEMENT INFORMA-
TION SYSTEMS

RECRUITING AND TESTING

ACCESSIONS - EMPLOYMENT

CAREER DEVELOPMENT AND
MANAGEMENT

TRAINING AND EDUCATION

ASSIGNMENT, UTILIZATION, AND
RETENTION

PERFORMANCE EVALUATION

MOTIVATION/ENVIRONMENT FACTORS
AND OTHER MANAGEMENT
TECHNIQUES

CSC/OMB ROLE IN PERSONNEL
MANAGEMENT

STEERING
COMMITTEE

CONGRESSIONAL
AFFAIRS

C. A, SCHULER

COMPENSATION AND
EMPLOYEE RELATIONS

C. 1. GOULD
J. 5. EMERY

J. E. MAHONEY
M. STETTNER

TASK FORCE
ASSIGNMENTS

M. W. KANDLE
H. E. LEWIS

ALL VOLUNTEER FORCE

MILITARY RESERVES AND
NATIONAL GUARD

CIVILIAN PAY

MILITARY PAY

SPECIAL PAY AND ALLOWANCES

FRINGE BENEFITS

RETIREMENT SYSTEMS

DOL-WAGE SURVEYS AND EMPLOYEE
CLAIMS COMPENSATION

PAY ADMINISTRATION AND JOB
CLASSIFICATION

LABOR-MANAGEMENT RELATIONS
EQUAL EMPLOYMENT OPPORTUNITY
SAFETY AND HEALTH

SOCIAL ACTION EMPLOYMENT
REHABILITATION

NON-APPROPRIATED FUND
ACTIVITIES

JUNE 30, 1973

75



-3q jo woauniedaq 2yl 1yl no pauod ap
‘soouepequut [[fs Jo wajqold ayn
areraape 01 djay prnoo sapess paisiua 1addn ojur
Apoaarp s[[iys paimnboe-ueiiA Yum udwom puk
uow 3unInial ‘uonippe ujy ‘suonisod UEI[IAD 0)
suonsod Areypruu Sunisauod pue uswom A1eyfmu
Jo asn oyl Juiseardur pIpnpuUl IS, SIUIUW
-axmbax Areypiw iy o1 siodjunjoa opew ursn

0] saANeUIA[E [BIdA3s paynuapt jiodar inQ
‘1ouoos sdeyiad pue G761
1ea4 Jeosyy ur Juruurdaq saferroys ueoisiyd oq
pnom arayy ‘Aed sanudour feads noyum ‘rey
1SEJ2I0J PRy SUIJI( JO AIL1a19§ Yl JO DO
Yl 1Byl pue §/6] 1ed4 [EIS]] ul SJUIWISIUD
SULIB JeqUIOD S AWLIY 3Y1 Ul INDDO P[RoMm [[BJ1I0YS
waniad-gg e eyl partodal osfe apy 's1921UN[OA
PaIBANOW-1JRIP UBY) $II0DS 1S3) IIMO[ pue uon
-EONP3 S$S3] JABY O) PIPU] SIINUN[OA LI} ISNED
-3q JUOIPIP 3q pnom suonednddo [edIULDI} I0F
sjooyas Jur(iy 1eyl pue ‘zz61 ‘0¢ 2un( 1e 3uaziad
0 UBUl 2I10W AQ pIUUBULIAPUN IO PpIUUBW
-12a0 191319 a1om sdion) ouuel pue Awly
AU ul $2LI0821BD [[INS Y} JO J[EY-2UO IJA0 1Y)
partodar oAy “S[[IS PaIISIP Ul USW JO UONRUIISI
aenbapeur pue aouarsyeud [ooyss pue apmnde
paxnbai jo uwsw judpIynsur wolj Junnsal
S[IIYS Ul sadue[RqUI pey sadialds ay) Jeyl Sur
-moys Aq sasisnua jo Aufenb paasap oy Sururen

-qo jo ooueypodunt 2yl pajesipur jrodar inQ

9L

“fijenb Sutureyurewr ur L)nd1YIp ou peqy
‘puey IayI0 3} UO ‘9210 Iy 3yJ ‘pouad ey
Suunp e 1€ (803 Su poasnyoe jou pey sdion
quliey Yl ‘gLel Atenue[ sours yuow [ 4uo
ul s1921unfoa Anul yum speod senpeid jooyos
Y31y 119Yy] paasiyde pey AAeN o) pue AWy I L
-ySiy £[[eansiearun aiam pue ureiqo ol NoLJp
s[949] 1e 19s udaq pey seod Aiuenb Joraras
‘sfepjjo Isudjeq jo uauwnredsq o1 Suipiodny
ooyds ySiy wosy pajenpeid jou daey oym
sa9si[ua auow pue (A A1083182) suoneoyienb
[prusw 98eIaAE MO[3Q PIM $IISI[ud atow 1dadoe
PIMOD SIDIAXIS Y} ‘[[BJIIOYS SIYl ploAE O
‘92130 [JeWS B 0] AABN] 311 109JJ € OS[E p[noM INg
sdiory suriepy oyl pue Awly oy 1933e Ajrrewrid
pInom [ejiIoys sty "000‘bg¢ painbar ayy ueqy
P61 1eo£ [BISI] UL SUSWISIUS MU I9M3I] 000 S8
0} QQ0‘Il 29 p[no> 212yl ‘sjeod Auenb pue
s199junjoa anay yim 2oudadxs rouxd saoraras
3} Jo siseq ay) uQ ‘[Puuosiad paIysijud payenb
juapIyns urelqo 01 AN[Ige SIS Yl INOQE
wstwndo ss3] aq 01 paieadde ousy) ‘1vaamoy
‘wapqoxd e aq 01 aevodde j0u pip ‘suorssajoid
gareay 2y ur asoyr 1dadxa ‘sIa0IJJO  JUIDGINS
Sutureros pue Surureiqo jeyy powodar opm
‘wIsAs 1293unjoa 3y} JUNIEIS UM PIIBIDOSSE
sonsst Jolew 3yl jJo owos 01 stomsue 1YSnos
(6461 ‘% ABW '3G6LL1-) ss218u0D) 21 03 1odax
InQ CANIOINEg jjelp AQpuels Jo WIOJ Jlos

2Ny Yiduusy PUEB 'UOISIM UBSNG 'sumolg

1 1saui04 Joauq ' ‘yseday v SBwoOy) “ur ‘ABjUl] d SOlBYD @B 18f By} WO PAIESS J0}I8JI(] UOISIAIQ UNM 188w SISqISW JEBIS MBN

NOILYSNIdWOQZ ANV T3NNOSHId vH3a34




FEDERAL PERSONNEL AND COMPENSATION

«  Air Force sergeant greets recruits and assigns them to living quarters at Lackland Air Force Base, Texas

fense was predicting that by June 30, 1974, the
Reserve and National Guard, which would be
the initial and primary sources for increasing the
Active Forces in any future emergency, would be
97,000 below their mobilization objective level of
971,000.

We reported that Department of Defense
programs for the all-volunteer force accounted
for 23 percent of the increased manpower costs
since 1968. The Office of the Secretary of
Defense’s Project Volunteer costs budgeted for
fiscal year 1974 were about $3.2 billion. We
estimated that as much as $1 billion of additional
costs related to the all-volunteer force were
incurred annually but were not specifically iden-
tified for all-volunteer purposes. We believe
that, if force levels need to be increased in the
future, the cost of volunteers may increase
sharply.

We raised several questions we believed the
Congress and/or its committees might wish to
explore with the Department of Defense.

What are realistic minimum quality stand-
ards for each service, both for Active and
Reserve Forces?

What is the probable force level of mini-
mum quality that could be supported without
using the draft? Would increased employment

rates for young men make it more difficult to
attract qualified personnel?

Should some form of standby induction
authority be enacted?

Will some type of draft be required for
physicians after fiscal year 1974?

Will some type of draft be required if
deficits in the Reserve components cannot be
overcome?

Will the Uniformed Services Special Pay Act
overcome the above problems?

On May 2, 1973, during hearings on fiscal
year 1974 Department of Defense authoriza-
tions, GAO officials testified before Subcommit-
tee Number 2, House Committee on Armed
Services, on the results of our review of the
progress being made by the Department of
Defense and the military services to achieve an
all-volunteer force.

Drug Abuse Control Activities
Affecting Military Personnel

The Congress and the President have identi-
fied drug abuse as one of the most serious
problems facing both the civilian and military
segments of American society. In June 1971 the
Secretary of Defense directed that a major effort

77




FEDERAL PERSONNEL AND COMPENSATION

be made to combat drug abuse in the military
services. Recognizing the great concern of the
Government and the American people, we re-
viewed the initial steps taken in response to the
Secretary’s directive and reported the results of
our review to the Congress (B-164031(2), Aug.
11, 1972).

We stated that the Department had actively
cooperated with other Federal and local Govern-
ment agencies having primary responsibility for
enforcing laws against illegal traffic and use of
drugs in the United States and abroad. Intensi-
fied enforcement activities, however, may have
contributed significantly to the replacement of
marijuana use by use of more dangerous drugs
which are not as easily detected. On the other
hand, unannounced urinalyses at randomly se-
lected military units were considered to be a
significant deterrent to drug users.

We reported that the military services were
conducting a wide variety of educational activi-
ties to combat drug abuse. In discussions with

Sandie, a Marine Corps marnjuana detector dog, picks up the scent
of a hidden cache of marijuana
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key personnel, we learned that (1) formal classes
and briefings for lower enlisted ranks had more
disadvantages than advantages, (2) there were
not enough experts to mount an adequate
educational program; accordingly, priority atten-
tion had been given to training such personnel,
(3) few, if any, additional funds had been made
available overseas to support educational pro-
grams, and (4) the troops considered the most
effective information sources to be former ad-
dicts, physicians, and chaplains.

We also pointed out that, without a good
definition of the nature and extent of the
problem and a means of measuring the benefits
accruing from specific educational activities, the
Department of Defense could not be sure which,
if any, of these programs were effective.

Many military personnel voluntarily identified
themselves as drug abusers when seeking help;
others were identified involuntarily by law-en-
forcement officials and by a urinalysis program.
Urinalysis has been highly successful in identify-
ing users of heroin, barbiturates, and amphe-
tamines. However, because of the technological
limitations of tests used, the incidence rates
reported were not an accurate indicator of the
overall extent of drug use.

Implementation of Department of Defense
exemption programs offering assistance to ser-
vicemen who volunteered for treatment of their
drug problems was relatively complex and con-
fusing. Frequent changes in the programs con-
tributed to this confusion, engendered
considerable distrust, and hurt the programs’
credibility. The consensus of those attending an
Army-sponsored drug abuse conference was that
the Army lacked the sincere concern necessary
to help drug abusers. Further. many officers
believed that many enlisted personnel were sub-
verting the objectives of exemption programs by
attempting to use the programs to obtain early
release from the military services.

There were indications that the Department
had greater success in medical detoxification and
treatment of drug abusers than in their rehabili-
tation. Rehabilitation programs had very limited
success, if the number of servicemen returned to
normal duty is used as a criterion. Problems
resulted from the unwillingness of some drug
users to remain in service for rehabilitation and
the lack of adequate facilities and rehabilitative
personnel.
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We also reported that the Overseas Dependent
School System had long been aware of a drug
problem among school-aged dependents. Several
educational programs had been developed and
introduced to deter students from drug abuse.

We recommended that the Department of
Defense develop a system for. evaluating its
educational, treatment, and rehabilitation activi-
ties for the drug abuse control program. The
Department generally agreed with our observa-
tions and recommendation.

Survey of Non-Federal Salaries Used to
Adjust Federal White-Collar Salaries

The principle that salaries paid Federal white-
collar employees should be comparable with
salaries paid in private enterprise for the same
levels of work is established by law. We are
reviewing the process for adjusting Federal
white-collar salaries because of the need for an
independent assessment and because each 1-
percent pay increase costs about $420 million a
year. In view of the broad scope and complexity
of this subject, our review is multiphased. The
first phase dealt with the design and conduct of
the annual survey of non-Federal salaries, which
is used as the basis for assessing and adjusting
Federal white-collar salaries. This phase of our
work was the subject of a report to the Congress
(B-167266, May 11, 1973).

We reported that the comparability principle
and the annual review and adjustment have
generally advanced the evolution of Federal
white-collar salary determination. The resultant
pay adjustments have, on the whole, significantly
narrowed the spread between Government and
private sector average salaries determined by the
annual survey. However, the design and data-
gathering process of the annual survey needs to
be supplemented and strengthened to better
accomplish the basic purposes for which the
principle of comparability was adopted. Further,
compensation evaluation and research should be
emphasized more so that timely changes in the
comparability process can be made.

In the annual survey, it would not be feasible
to survey every Government job to determine its
average salary in the private sector. Instead, a
select group of positions at various work levels is
surveyed. An arithmetic mean of the private
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enterprise rate for each work level is computed.
These means are the bases used to assess and
adjust Federal rates.

We found that the occupational composition
of the jobs selected for survey was not suffi-
ciently representative of the variety of Federal
jobs at the GS-5, G8-7, GS-9, and GS-~15 levels.
The job mixes at certain of these levels con-
tained disproportionate numbers of jobs which
were highly paid in the private sector, and this
caused an upward bias of the average work level
rates.

Although the annual survey is designed to
estimate the national salary rates in the private
sector for selected jobs comparable to those in
the Federal sector, it includes only the salaries of
about 25 percent of non-Federal, white-collar
employees. Employees of State and local govern-
ments, nonprofit organizations, and some indus-
tries are excluded. The rationale for many of
the exclusions no longer seems valid. Including
a more representative cross section of the non-
Federal sector would allow the survey to reflect,
proportionately, employment and pay for each
of the major non-Federal segments.

We observed a need in the survey for the
comparability process to include a means of
measuring nonsampling errors to determine the
degree of data reliability. Further, there is a
need to:

Clarify certain job definitions.

Reevaluate certain survey jobs to see if they
are susceptible to the job-matching technique.

Provide additional guidance and training to
data collectors.

Our report contained a number of recommen-
dations to the Director, Office of Management
and Budget; the Chairman, Civil Service Com-
mission; and the Secretary of Labor. Agency
officials generally agreed with the message of
our report.

Major findings and recommendations included
in other reports completed during the year are
summarized below.

Training and Education

Training and Equipping the Army National Guard
To Maintain Order During Civil Disturbances

Between January 1965 and October 1971,
Army National Guard units were used in 260
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National Guardsman equipped for civil disturbance training

instances to assist local and State police in
maintaining order during urban riots and cam-
pus demonstrations. Two Presidential commis-
sions established during this period criticized the
Guard’s performance during certain disorders
and recommended that riot control training for
guardsmen be improved and expanded. We
reviewed the training program for civil disturb-
ance control given to guardsmen to determine
the effectiveness of changes made in response to
lessons learned from the disorders and from
suggestions of the Kerner and Scranton Com-
missions.

We reported to the Congress that since the
Detroit riot of 1967 the Army and the Guard
had improved civil disturbance control training
and more adequately equipped personnel. The
amount of training compared favorably with that
given local police civil disturbance units. Guard
officials and most guardsmen we questioned
believed themselves to be adequately trained. A
policy change, however, discontinued mandatory
refresher training and permitted unit command-
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ers to determine how much refresher training, if
any, would be given their guardsmen. Conse-
quently, some units might not receive adequate
training. Guardsmen had better phvsical protec-
tion than before, but equipment was needed to
bridge the gap between riot batons and rifles.

We recommended that the Secretary of De-
fense (1) require appropriate refresher training
for all National Guard units responsible for civil
disturbance control, (2) establish an evaluation
system to insure that units maintain disorder
control capabilities, and (3) require the Armv to
continue research on and provide field training
in the use of special equipment and munitions.
Department of Defense and National Guard
Bureau officials indicated they would consider
our recommendations.

Effective April 1, 1973, the Army reinstituted
the requirement for National Guard units to
conduct annual refresher training in civil dis-
turbance control. Although the training subjects
and time devoted to them are at the discretion
of the unit commander, units will be evaluated
annually by National Guard Headquarters to
determine their civil disturbance readiness. (B-
160779, Sept. 8, 1972))

Department of Defense Use of
Closed-Circuit Television for Training and Education

At the end of the fiscal year 1972, closed-
circuit television equipment costing about $27.3
million was being used by the Army, Navy, and
Air Force for education and training. The
personnel costs for operating and maintaining
the equipment were estimated to be about $8.1
million. Our report to the Secretary of Defense
highlighted the importance of effective coordi-
nated or centralized management of those highly
specialized, costly resources. We reported that:

Most studios we visited did not have catalogs
of television video tapes produced by other
services, and tapes usable by several services
generally were produced independently by
each service.

The services were individually testing differ-
ent types of new audiovisual equipment for
similar education and training applications
although it appeared likely that joint testing
of new equipment would reduce costs.

Each military service had incurred signifi-
cant investment and operating costs for its
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own closed-circuit television studios, although
some studios were close to one another and
were not being fully used and the skilled
operating personnel were in short supply.

We made several recommendations directed at
having the Department of Defense provide more
aggressive centralized direction over the services’
use of television equipment for training. Offi-
cials of the Department’ generally agreed with
the facts presented in our report and with our
recommendations. (B-177350, Nov. 29, 1972))

Correspondence Training Programs
of the Military Services

Each military service operates correspondence
training programs. During fiscal year 1972,
these programs cost about $19.4 million and had
about 786,500 enrollees. In our report to the
Secretary of Defense, summarizing the results of
our study of these programs, we identified
several matters that, in our opinion, warranted
attention to improve overall program perform-
ance. These included the need to establish
completion goals and to monitor student per-
formance when substituting correspondence
training for resident training.

We also reported that the services duplicated
correspondence courses and should exchange in-
structional materials on common subjects and
review each others’ courses before developing
new ones; that management was not receiving
needed, reliable data on the cost of correspond-
ence training; and that the organization of the
Army correspondence program resulted in dupli-
cation of administrative functions. (B-175773, May
31, 1973))

Tuition Charge at
Overseas Dependent School, Bahrain Island

A report to the Secretary of Defense dealt
with tuition charged outside students (children
of private U.S. citizens, local nationals, and
third-country nationals) who attended the Over-
seas Dependent School operated by the Depart-
ment of Defense on Bahrain Island in the
Persian Gulf. At August 31, 1972, 388 of the
532 students enrolled in the school were outside
students.

We reported that the Government might lose
about $280,000 during the 1972-73 school year
because outside students attending the school
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were not charged sufficient tuition. Although
the per-student cost of operating that school
during the year was $1,733, each outside student
was charged a tuition of $982. The $982 rate
was the average cost per student for all Overseas
Dependent Schools operated in the European
area and was about $750 less than necessary to
recover the full per-student cost. We recom-
mended' that the Secretary of Defense direct the
school system to charge a tuition rate sufficient
to recover the entire cost of providing education
and other services to outside students enrolled at
Bahrain Island. (B~131587, Feb. 28, 1973.)

Administration and Management of
Naval Technical Training

A report to the Secretary of the Navy dis-
cussed the findings of a review we made at
selected naval facilities to assess the Navy’s
administration and management of technical
training. During fiscal year 1973, the Navy spent
about $550 million on technical training. We
reported that differences in the interpretation of
instructions governing instructor requirements,
as well as the lack of management review at the
training locations visited, resulted in both over-
statements and understatements in Navy instruc-
tor requirements. We also found that the Navy
had not established a formal system for collect-
ing, assessing, and disseminating information
needed to insure the adequacy of technical
training. In the absence of a standardized in-

A Navy technical training class in San Diego, California.
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structor-training policy, instructors could spend
as much as 30 percent of their tours of duty
observing the classroom presentations of experi-
enced teachers, thereby increasing the overall
requirements for instructors. After being ap-
prised of our findings, Navy officials initiated
action to deal with most of the problems dis-
cussed in our report. (B-175773, June 14, 1973.)

Acquiring Military Manpower
Management of Selective Service System

Our review of the Selective Service System,
performed at the national headquarters, various
service centers, State headquarters, and local
boards, concentrated on management weak-
nesses applicable to either an active or standby
system. In our report to the Director, Selective
Service System, we stated that many weaknesses
we noted were being corrected. For example,
staff and budget reductions planned by Decem-
ber 31, 1973, were cutting surplus staff at many
sites and at all organizational levels. However,
we reported that continuing management weak-
nesses in registration and organization need
attention.

Our report highlighted the need for the
System to establish procedures to determine
whether people who were required to register
had done so. Tests we made in two States
indicated that 12 percent of the young men who
should have registered had not done so. In
other States, our tests indicated nonregistrant
rates of from 5 to 9 percent. We also reported
that failure of the System’s Registrant Processing
Manual to identify late registration as a violation
had resulted in inconsistency among the States
in processing late registrants, and we suggested
that additional guidelines from national head-
quarters be provided.

Further, we were concerned that the System’s
organizational plans did not suit its change of
purpose from active (with inductions) to standby
(without inductions) beginning July 1, 1973.
Accordingly, we proposed that alternative
standby draft systems and procedures be thor-
oughly explored with recommendations for re-
quired legislation. (B-160672, June 26, 1973.)
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Management of
Reserve Officers Training Corps Program

We reported to the Secretary of Defense the
results of our review of the management of the
Reserve Officers Training Corps program ad-
ministered by each of the military services. The
senior ROTC program, which enrolled 72,500
students during the 1972-73 school year and
which ,prepares selected college students for
commissions in the military services, cost an
estimated $155 million during fiscal year 1973.
The junior ROTC program, which enrolled
140,000 high school students during the school
year and which provides these students with a
knowledge of military subjects, cost about $16
million during the fiscal year.

We reported that increased coordination
among the services was needed in the following
areas of ROTC program administration.

Retention of senior ROTC units which did
not meet the Department of Defense’s pre-
scribed officer production requirements.

Failure to uniformly apply statutory restric-
tions for establishing and maintaining junior
ROTC units.

Declining enrollments in the senior ROTC
program.

Variances in ratios of staff to enrolled
students among the individual services’ senior
program because the services have separate
staffing criteria.

Some applicants for ROTC scholarships re-
ceiving physical examinations by more than
one service.

Loss of investment in students because of
program dropouts,

Lack of complete and uniform program cost
reporting.

Agency officials generally agreed with our find-
ings and advised us that remedial action would
be taken. (B-146947, Feb. 28, 1973.)

Retirement

Military Disability Retirements

After making a review of military disability
retirements, we reported to the Secretary of
Defense that inconsistent policies and practices
of the military departments might be resulting in
undue costs to the Government as well as



inequitable treatment of disabled service mem-
bers. We noted that excessive time was elapsing
between the date Army and Air Force members
were declared medically unfit for active service
and the effective date of their retirements. For
the 2-month period sampled, we estimated that
the Army and Air Force could have saved
between $825,000 and $1,845,000 by processing
disability retirements as expeditiously as the
Navy and Marine Corps. We therefore made
recommendations directed at overcoming this
problem.

We also noted that (1) the services varied
significantly in the ratios of permanent to tem-
porary disability retirements and (2) apparently
consolidating the disability processing functions
of the four military departments would eliminate
some of the inconsistencies discussed above. We
suggested that the Department of Defense con-
sider these two matters in its study of military
disability retirement that was then underway.

The Department agreed generally with our
findings and indicated that it was implementing
our recommendations. The actions taken on our
recommendations to expedite the processing of
disability retirements should save the Govern-
ment about $8 million annually. (B-168308,
Mar. 19, 1973.)

Unclaimed Benefits in Civil Service Retirement Fund

We reported to the Congress that approxi-
mately 338,000 people aged 62 or over had not
applied to the Civil Service Retirement Fund for
annuities or refunds of contributions totaling
about $26 million. These unclaimed funds create
a large recordkeeping problem for the Civil
Service Commission since, under existing law,
retirement funds are due in perpetuity to the
employees who paid them and to their heirs;
therefore, if they are unclaimed the Commission
must maintain the records forever.

With the assistance of the Federal Records
Center, the Internal Revenue Service, and the
Social Security Administration, we reviewed the
records of about 100 people and found that
about one-half had apparent current addresses
and could be located. Letters were sent to them,
and within 2 months, 20 responded and were
paid more than $18,700 in refunds, annuities,
and death benefits.

We recommended that the Commission seek
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approval from the Office of Management and
Budget and the Congress to finance, through
the retirement fund, a program to return un-
claimed retirement funds, and we outlined a
plan of action for the program. The Commission
agreed that our plan appeared feasible and
advised us that it would be implemented as soon
as funds were available. In our report we also
suggested, and the Commission concurred, that
the Congress should consider enacting a statute
of limitations to permit the Commission to
destroy retirement records when it is statistically
sound to conclude that no claims will be made.
(B-130150, Dec. 20, 1972.)

Administration of the
Civil Service Retirement and Disability Program

The Chairman, Civil Service Commission, was
provided a report on our review of the adminis-
tration of the Civil Service Retirement and
Disability Program by the Commission’s Bureau
of Retirement, Insurance, and Occupational
Health. We bad directed the review primarily
toward determining whether claims for refunds,
death benefits, and annuities were being proc-
essed accurately and promptly.

We reported that, with few exceptions, the
amounts of annuity payments were correct. A
random sample of newly adjudicated retirement
and refund cases indicated that, while an indi-
vidual must wait 8 weeks for a refund, 11 weeks
for a regular annuity, and 17 weeks for a
disability annuity, the employing agencies rather
than the Bureau often were responsible for the

Headquarters, Civil Service Commission, Washington, D C.
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FEDERAL PERSONNEL AND COMPENSATION

delays. There were a variety of causes for the
delays in these agencies, such as lost records,
erroneous data reported by the agencies, and
low priority assigned to the retirement function.

We recommended that, to reduce delays at the
employing agency, the Commission develop a
systematic method of evaluating total agency
performance on retirement matters, and Com-
mission officials concurred. (B-130150, Apr. 13,
1973.)

Enlisted Aide Program of the
Military Services

We reviewed the enlisted aide program of the
military services at the request of Senator Wil-
liam Proxmire. We reported to the Congress
that, as of December 1972, 1,722 enlisted men
were assigned as aides to 860 admirals and
generals and 110 Navy captains. The remaining
457 admirals and generals were not assigned
enlisted aides. Tasks performed by enlisted aides
were generally those performed by domestic
servants. Personnel costs of the enlisted aide
program for fiscal year 1973 were about $21.3
million; training costs were about $360,000. The
review included Senator Proxmire’s requests that
we clarify the statutory and budgetary justifica-
tion for the program and determine the nature
and propriety of tasks assigned to enlisted aides.

The Secretary of Defense informed us that
our report resulted in several changes in the
program. Major changes included a 28-percent
reduction in the number of enlisted aides and
the closing of training schools for aides. These
two changes should result in annual savings of
more than $6.2 million. (B-177516, Apr. 18,
1973.)

Status of Equal Opportunity in the
Military Departments

We reported to the Secretary of Defense the
results of our review of the actions taken by the
Department of Defense to achieve equal oppor-
tunity for civilian and military personnel. Most
of the 20 military commands and installations we
visited had some form or elements of equal
opportunity programs but most did not have
formal plans of action. Also, their programs
appeared too broad in scope, were vaguely
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implemented, lacked sufficient definition, and
were not coordinated among the Department’s
components. Statistics obtained at the 20 review
‘ocations showed that:

From zero to 3.5 percent of officers and
from 6.8 to 18.7 percent of enlisted men were
minority members.

Women comprised from 1 to 10.7 percent
of officers and from 3.2 to 8.2 percent of
enlisted military personnel.

Available data indicated that minority participa-
tion in the National Guard and military reserve
forces was below that of the regular military
services and that, at May 31, 1972, minorities
made up 16.8 percent of the total civilian
employment of the Department of Defense.

Although a number of steps had been taken to
increase minority participation in the military
and civilian work forces, there were indications
that the hiring of minorities for civilian positions
had been hampered by (1) preferential treat-
ment of employees affected by reductions in
force, (2) lack of minorities on employment
registers, and (3) generally low rating of minori-
ties on registers. We found no evidence that
minorities were being treated unfairly in the
application of military justice.

Defense officials generally agreed with our
findings and advised us of additional actions
being taken in the areas we reviewed. They did
not agree with our proposal to establish equal
opportunity officers with direct access to organi-
zational commanders, since they believed that
equal opportunity efforts should be an integral
part of the commander’s responsibilities with
maximum use of the command chain. (B-
178300, June 19, 1973.)

Civilian Manpower Authorizations in the
Army Materiel Command

A report to the Secretary of the Army dealt
with our review of the effect of workload
changes on civilian manpower authorizations at
the major commodity commands of the Army
Materiel Command. The commodity commands
employed, at June 30, 1972, 64,400 civilians who
received about $951 million in pay and benefits
during fiscal year 1972.

In our review of three commodity commands,
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Staff meeting to discuss an ongoing audit. Seated from the left are Robert G. Finney, John E. Minnich, Donald G. Goodyear, Marion T Pitts,
and Thomas G. Dowdal.

we found that the methods and bases they used
to determine manpower requirements could be
improved. For example, the preferred method
for ascertaining manpower needs is the use of
reliable performance standards and projected
workload. Our review showed that this method
was not used because appropriate performance
standards generally were not available. More-
over, workload data was inadequate and the
alternative methods used to compute manpower
needs were questionable.

The Deputy Assistant Secretary of the Army
(Manpower and Reserve Affairs) generally
agreed with our findings and most of our
recommendations for corrective action. (B-
178238, Apr. 12, 1973.)

Audits in Process

At the close of fiscal year 1973 numerous
audits were in process including the following:

Adverse action and appeal systems—a re-
view to determine whether these systems are
fair to both management and employees and
whether they are being operated efficiently.

Military compensation system—a review of
this system which cost over $23 billion in fiscal
year 1973, including an evaluation of the

structure of the system and the methods used
to periodically adjust military pay rates.

Military reenlistment bonuses and shortage
specialty pay—an examination of (1) how well
the Department of Defense and the services
are managing the reenlistment bonus and
shortage specialty proficiency pay programs
and (2) the effectiveness of bonuses in attract-
ing reenlistments.

Military discharges for drug abuse—at the
request of a Member of Congress, a review of
the Department of Defense’s special efforts to
reconsider administrative discharges under
other than honorable conditions and punitive
discharges and dismissals resulting from
courts-martial, when those actions were taken
solely because a serviceman used or possessed
drugs for personal use. )

Reductions-in-force—an evaluation of the
policies established and the practices applied
in reducing the civilian positions and employ-
ment by 5 percent by June 30, 1972, as
directed by the President, and determining
the impact of the reductions on 15 civilian
and military installations.

Labor-management relations—a review of
selected aspects of Federal labor-management
relations, with particular attention to the
scope of bargaining, i.e., what is negotiable;
how bargaining units are determined; and the
effectiveness of third party processes.
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CHAPTER EIGHT

MANPOWER AND
WELFARE

Responsibilities

The Manpower and Welfare Division is re-
sponsible for auditing manpower, health, educa-

programs administered by the Department of
Health, Education, and Welfare; the Department
of Labor; the National Science Foundation; the
Office of Economic Opportunity; and the Veter-
ans Administration. Gregory J. Ahart is the
Division Director and Dean K. Crowther and
David P. Sorando are the Deputy Directors. An
organization chart of this division appears on
the following page.

Audit Reporis

During fiscal year 1973, 24 reports in this area
of responsibility were submitted to the Congress
and 62 reports were submitted to specific com-
mittees or Members of Congress on reviews
made at their request. In addition, 25 reports
were issued to department or agency officials. A
list of these reports is included in appendix 2.
The number and types of reports completed are
shown in the following tabulation.

The rest of this chapter summarizes, under
departmental or agency headings, the principal
audit work completed during the year and in
process at the end of the year on manpower,
health, education, and income security pro-

tion, and income security operations and  grams.
Reports submitted to
Members
Congressional of Agency Totals
Congress committees Congress officials
Departments:
Health, Education, and Welfare .............. 16 18 15 6 55
Labor o .iit it it et e 2 6 4 8 20
Defense (medical programs) ................. . 1 2 3
Others ..vvvvriiiniiiienienenn, fhereeeaas . 1 2 3
Independent agencies:
Corporation for Public Broadcasting .......... 1 ves 1
National Labor Relations Board .......... ..., e 1 1
National Science Foundation ................ 1 1 2
Office of Economic Opportunity .............. 4 11 cee 15
Veterans Administration .......o.c0veivneees 1 2 4 8
Others ..vvviviniieneunsrenrorsneressansnns 2 2
Legislative branch:
Government Printing Office ................. . 1 1
S 24 28 34 25 111
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MANPOWER AND WELFARE DIVISION

DIRECTOR
G. J. AHART

ORGANIZATION, STAFFING,
AND PLANNING

D. K. CROWTHER

DEPUTY DIRECTORS

OPERATIONS
D. P. SORANDO

LEGISLATIVE AND SPECIAL MATTERS
B QUATTROCIOCCH! R S. LINDGREN
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PROGRAMS
M. E. HENIG

INCOME SECURITY PROGRAMS
F A CURTIS

HEALTH PROGRAMS
J. D HELLER
] D MARTIN

P

DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE
OFFICE OF EDUCATION
OFFICE OF CHILD DEVELOPMENT
H. L. STUGART
FOOD AND DRUG ADMINISTRATION
NATIONAL INSTITUTES OF HEALTH
M A MYERS
HEALTH SERVICES AND MENTAL HEALTH
ADMINISTRATION
% L ELMORE
SOCIAL SECURITY ADMINISTRATION
R E. IFFERT JR
OFFICE OF SECRETARY
SOCIAL AND REHABILITATION SERVICE
R. F. LAUVE

MENTAL HEALTH ACTIVITIES
R V FARABAUGH

NATIONAL SCIENCE FOUNDATION
E I BUSHLOW

DEPARTMENT OF LABOR
G D PECK

CORPORATION FOR PUBLIC BROADCASTING
H, L. STUGART

HEALTH PROGRAMS OF
DEPARTMENT OF DEFENSE
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T. ROMAN, JR.
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R E IFFERT, JR.
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F M. MIKUS

ADP ACTIVITIES
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Department of
Health, Education, and Welfare

At the Department of Health, Education, and
Welfare we continued to direct our audit work
primarily to such areas as rising medical and
welfare costs, consumer protection, and educa-
tional opportunities.

Health Services and
Mental Heaith Administration

Study of Health Facilities Construction Costs

As directed by the Comprehensive Health
Manpower Training Act of 1971 (85 Stat. 462),
we made a comprehensive study of the costs of
constructing and operating health facilities and
reported to the Congress on ways to reduce
these costs at facilities built with assistance pro-
vided under the Public Health Service Act. We
also examined ways to reduce or eliminate the
demand for facilities.

We identified many possibilities for improve-
ment. The planning, construction, and operation
of health facilities could be improved by analyz-
ing specific health care needs in advance, identi-
fying alternative sources of funds, reusing
building designs, and using different construc-
tion techniques.

Hospital planners generally do not evaluate
the life-cycle costs of alternative construction
techniques, material, designs, and operating sys-
tems. Many hospital administrators and archi-
tects search for obvious savings in initial
construction which often preclude greater sav-
ings in operations and maintenance.

To demonstrate the impact that certain alter-
natives would have had on initial construction
and life-cycle costs, we selected a recently
opened hospital for detailed study. The demon-
stration showed that (1) initial construction costs
of the redesigned facility would have been as
much as 8.6 percent lower than those of the
facility that was built and (2) life-cycle costs of as
much as $10.4 million could have been saved by
incorporating the improvements into the rede-
signed hospital.

We also identified how health facility construc-
tion could be avoided by either reducing the
demand for such facilities or increasing the
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productivity of existing facilities. The study
showed that the demand for hospitals and, to a
lesser extent, other health care facilities could be
reduced and that, by more efficiently using
existing facilities, millions of dollars in construc-
tion costs could be avoided. These results are
attainable by (1) placing greater emphasis on
preventive medicine, (2) using various types of
health care facilities more appropriately, (3)
increasing the use of more efficient and eco-
nomical medical care delivery systems, (4) using
more effective utilization review techniques, (5)
changing health insurance incentives that em-
phasize inpatient care, (6) sharing more hospital
services, (7) organizing more efficient and eco-
nomical health care systems, and (8) strengthen-
ing the role and increasing the capabilities of
areawide health planning agencies.

Our report contained recommendations to the
Secretary of HEW for reducing the costs of
constructing and operating health facilities and
reducing or eliminating the demand for such
facilities. HEW, 5 other Federal agencies, and 17
private organizations which were requested to
review all or parts of the study generally con-
curred with the report.

Some providers have changed traditional
health care demand and utilization patterns,
thus decreasing the need to construct acute-care
and other types of health facilities. Because the
Congress should be particularly interested in the
economic benefits of these changes and the
means by which such changes have been ef-
fected, we recommended that the Congress con-
sider these matters in its legislative health care
proposals, such as those providing for the reor-
ganization of the existing health care delivery
system and for programs on national health
insurance. (B~164031(3), Nov. 20, 1972.)

Treating and Rehabilitating Narcotic Addicts

At the request of the Chairman, Subcommittee
No. 4, House Committee on the Judiciary, we
reported on the treatment and rehabilitation of
narcotic addicts in Los Angeles, San Francisco,
and Alameda Counties, California; Chicago, Illi-
nois; and New York, New York. The four
reports we issued on these subjects covered such
matters as the amount of money being spent by
Government agencies on narcotic treatment and
rehabilitation, program goals, methods and costs

- ————



of treatment, number of patients treated, criteria
used to select patients, efforts made to assess
program performance, and lessons learned from
the assessment.

During fiscal year 1973 we testified three
times before the Subcommittee on various as-
pects of the. programs, including the criminal
justice system in New York City and elsewhere
and its relation to treatment programs for nar-
cotic addicts. (B~166217, July 21 and 24 and
Nov. 16, 1972, and Apr. 11, 1973.)

Implementing a Policy of Self-Support by
Neighborhood Health Centers

At the request of the Subcommittee on Health,
Senate Committee on Labor and Public Welfare,
we reported on actions taken or planned by
HEW to replace direct Federal support of
Neighborhood Health Centers—funded under
section 314(e) of the Public Health Service Act—
with increased third-party and other reimburse-
ments.

We concluded that some of the services—such
as nutrition, optometry, speech therapy, and
mental health activities—being offered by the
centers would have to be reduced or eliminated
if the centers placed greater reliance on third-
party reimbursement programs. The centers
could become increasingly self-supporting by
eliminating inefficient operating practices and by
obtaining recognition as providers of services
eligible under Federal and federally assisted
programs.

In June 1973 we testified before the Subcom-
mittee on both Community Mental Health Cen-
ters and Neighborhood Health Centers. (B-
164031(2), May 2, 1973.)

Implementing Nondiscrimination Requirements in
Grants for Construction of Health Facilities

At the request of the Chairman, House Com-
mittee on the Judiciary, we reported on the Hill-
Burton program’s implementation of the Civil
Rights Act of 1964 in selected minority areas in
Texas and Pennsylvania. This program provides
financial assistance for the construction and
modernization of health facilities.

Although we observed no discrimination by
the State agencies in administering the Hill-
Burton program, we recommended and HEW
agreed that (1) HEW should require State agen-
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cies to verify the legitimacy of the determination
of need and actively pursue ways to meet the
need by examining service areas which have had
the greatest continuing need for health facilities
but which had not received assistance, (2) Hill-
Burton State plans should identify service areas
with substantial minority or low-income popula-
tions, and (3) State agencies should be required
to periodically determine whether health facility
needs of such populations are being adequately
met. (B-164031(3), Dec. 13, 1972.)

Audit Work in Process

Audit work in process at June 30, 1973,
included audits of community mental health
centers, family planning services, and physicians’
assistants programs.

Food and Drug Administration

We examined the adequacy of the Food and
Drug Administration’s authority and its effec-
tiveness _in enforcing certain Federal laws de-
signed to protect the consumer from harmful
and potentially harmful commercial products. In
our reports on these examinations, we suggested
that the Congress consider (1) providing FDA
with the authority needed to enforce certain
laws and (2) enacting legislation regulating im-
ported shellfish. Also, we recommended ways
HEW could improve its monitoring and enforce-
ment activities for certain products.

FDA’s Lack of Authority Limits Consumer Protection

FDA is responsible for enforcing the Federal
Food, Drug, and Cosmetic Act and the Federal
Hazardous Substances Act. However, FDA’s au-
thority to enforce these laws is inadequate.

Except for prescription drugs, the law does
not require firms to provide FDA access to
manufacturers’ records needed to identify, ex-
amine, and remove products suspected or
known to be defective. FDA also lacks the
authority to temporarily detain suspected defec-
tive products from reaching the market. Once
products suspected or known to be defective are
on the market, FDA’s methods of removing
them--seizures and voluntary recalls--are often
ineffective.

Our report to the Congress suggested that the
Congress consider amending the Federal Food,
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Drug, and Cosmetic Act and the Federal Haz-
ardous Substances Act to provide FDA with
authority to (1) examine production and distri-
bution records, (2) detain products suspected or

known to violate these laws, and (3) recall
products. (B~-164031(2), Sept. 14, 1972.)

Protecting the Consumer from
Potentially Harmful Shellfish

FDA is required by law to insure that food
products—including  shellfish—shipped across
State borders are safe, pure, wholesome, and
processed under sanitary conditions. FDA gener-
ally relies on its participation in the National
Shellfish Sanitation Program—a voluntary, tri-
partite cooperative program of Federal, State,
and shellfish industry representatives—to
achieve this goal for shellfish. We reviewed
activities of four shellfish-producing States—
Maryland, Massachusetts, New York, and Wash-
ington—which accounted for about 53 percent
of the dollar value of the national shellfish
production in 1971.

In these four States, shellfish not meeting the
program’s bacteriological standards were reach-
ing the consumer in quantities sufficient for us
to question the program’s effectiveness. FDA was
not adequately monitoring the States to insure
that shellfish reaching the consumer were pure,

Atlantic Ocean area off the coast of New York showing site (center
of circle) where huge quantities of sewage sludge are dumped
throughout the year.
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safe, and wholesome, and the four States were
not insuring that shellfish were harvested from
safe waters and processed under sanitary condi-
tions. Of the 15.8 million pounds of shellfish
imported in 1971, 12.4 million pounds were
harvested from waters uncertified under the
program’s standards.

In our report to the Congress, we made
recommendations to HEW to strengthen the
program and recommended that the Congress
consider enacting legislation which permits im-
porting shellfish from only those countries that
harvest and process shellfish under conditions
which are at least equal to domestic standards.
HEW concurred in our recommendations and
advised us that it had taken or would take a
number of corrective actions. (B-164031(2),
Mar. 29, 1973))

Compliance With
Good Manufacturing Practices for Drugs

FDA is required by law to insure that adulter-
ated drugs do not reach the market. The law
defines an “adulterated drug” as one which,
among other things, has not been produced in
conformity with good manufacturing practices.
The law requires FDA to inspect drug manufac-
turers and producers at least once every 2 years.
FDA inspections have shown that a large num-
ber of the Nation’s 6,400 drug producers deviate
from good manufacturing practices.

We cited several factors which have hindered
FDA in insuring the drug producers’ compliance
with good manufacturing practices. FDA did not
always aggressively enforce drug producers’
compliance with good manufacturing practices,
and its efforts to obtain voluntary compliance
were often ineffective. Its followup inspections
were not usually made on time, if made at all,
and were often ineffective when firms were
found to have taken no action. FDA lacks an
effective means to insure biennial inspection of
all drug producers and does not have a com-
plete and accurate list of drug producers re-
quired to be registered and inspected.

HEW concurred in our recommendations and
advised us that several corrective actions had
been, or would be, taken. (B-164031(2), Mar.
29, 1973.)
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ACTIVE NON-FEDERAL PHYSICIANS
PROVIDING PATIENT CARE
PER 100,000 CIVILIAN POPULATION 1970
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Audit Work in Process

Audit work in process at June 30, 1973,
included reviews of FDA’s adverse drug reaction
reporting system, FDA’s implementation of the
Fair Packaging and Labeling Act, FDA and
Department of Agriculture programs to control
salmonella in raw meat and poultry, and FDA’s
supervision over selected investigational new

drugs.

National institutes of Health

Problems in Regulating Selected Vaccines

We reported to the Chairman, Subcommittee
on Executive Reorganization and Government
Research, Senate Committee on Government
Operations, that three vaccine manufacturers
did not meet potency requirements for any of
three adenovirus vaccine licenses and for one of
two adenovirus-influenza vaccine licenses issued by
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NIH. Test results for lots of vaccines released be-
tween 1957 and 1964 showed that about 50 percent
of the lots failed to meet potency requirements.

We recommended that HEW revoke the pro-
duction licenses because (1) four of the five
licenses had been issued on the basis of vaccine
samples which did not meet requirements and
{2) after the licenses were issued, certain vaccine
ingredients had been shown to cause tumors in
hamsters. This raised significant questions of the
vaccine’s safety. We also made a recommenda-
tion designed to preclude marketing subpotent
biological products.

We advised the Subcommittee that our recom-
mendations should be brought to the attention
of HEW for action. On February 16, 1973, the
Subcommittee brought our recommendations to
the attention of HEW and requested that they
be acted upon. (B~164031(2), Feb. 7, 1973.)
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Increasing Graduates and Improving Quality of
Education at Health Professions Schools
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The shortage of physicians and dentists in the
United States is estimated at 50,000 and 20,000,
respectively. Grants awarded under NIH’s
Health Professions Educational Improvement
Program—about $373 million between July 1,
1965, and June 30, 1971—have assisted medical
and dental schools to increase enrollments and
have provided assistance which could improve
educational quality.

However, HEW and NIH had not established
the annual enrollment increases needed to elimi-
nate the shortages. In fact, there were no
specific estimates of what the supply of health
professionals should be.

HEW stated that a coordinated approach to
determining manpower requirements and estabg
lishing a plan for meeting the requirements was
underway. (B-164031(2), Oct. 3, 1972))
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EDKLAHOMA

Unauthorized Use of Funds for
Alteration of Public Buildings

Between November 1967 and August 1971,
NIH awarded 98 contracts totaling about $4.8
million—primarily for alterations and improve-
ments to two newly constructed buildings—and
financed about $4.6 million of the amount from
funds appropriated for operating expenses.

We reviewed the 12 largest contracts, totaling
about $4.1 million, and reported to the Congress
that NIH did not have legal authority to spend
operating funds of $1.6 million for certain
alterations and improvements to the buildings.

HEW did not agree with our conclusion.
However, it advised us that NIH was reviewing
its procedures, examining procedures of other
Federal agencies, and submitting certain projects
to the Secretary of HEW for review and clear-
ance. (B-164031(2), Nov. 24, 1972.)



Audit Work in Process

At June 30, 1973, audit work in process
included reviews of the kidney disease and the
student loan and scholarship programs.

Office of Education

Assessment of the Teacher Corps Program

We reported to the Congress that the Teacher
Corps program strengthened educational oppor-
tunities for children in low-income area schools
and broadened teacher preparation programs.
Among other things, corps members provided
individualized instruction and introduced several
innovative teaching methods. A majority of the
corps members who graduated from the pro-
gram remained in the field of education, and
most of them taught in low-income-area schools.

The program would have been more effective
if local educational agencies had continued more
of the Teacher Corps approaches and if partici-
pating colleges had identified successful teaching
approaches and had incorporated them into
their regular teacher preparation programs.
State departments of education and the Office
of Education need to accumulate and dissemi-
nate information on successful Teacher Corps
features.

HEW concurred with our recommendations
and stated that actions were being taken or
planned to implement them. (B-164031(1), July
14, 1972.)

GAO auditors review of federally funded library programs included
visit to bookmobile in Appalachian Ohio.
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Coordination of Student Assistance

The Office of Education administers 4 student
assistance programs that provided about $1.7
billion to approximately 2.3 million college stu-
dents in fiscal year 1971.

Our report to the Congress stated that seven
of eight institutions we visited awarded aid to
needy students under Office of Education pro-
grams. The students were required to show a
need for the aid, but in evaluating this need, the
agency did not consider whether the students
had also obtained or requested loans from
lending institutions under the Guaranteed Stu-
dent Loan program. As a result, an estimated
900, or 14 percent, of the 6,500 students en-
rolled at the institutions had received at least
$761,000 in excess of their indicated financial
needs. Some students borrowed under two loan
programs and incurred large debts that could be
difficult to repay.

HEW concurred with our recommendations
requiring institutions to coordinate Federal stu-
dent aid. However, before implementing the
recommendations, HEW planned to determine
the magnitude of the coordination problem
nationwide. We suggested that the Congress
consider establishing an overall limit on the
amount a student may borrow when he partici-
pates in more than one loan program. (B-
164031(1), Aug. 2, 1972.)

Audit Work in Process

At June 30, 1973, we were examining (1)
reading projects funded under title I of the
Elementary and Secondary Education Act of
1965, (2) educational research by regional edu-
cational laboratories and research and develop-
ment centers, (3) the Upward Bound program,
(4) the Follow Through program, (5) supply and
demand conditions for elementary and second-
ary school teachers, and (6) federally funded
library programs.

Medicaid

Many of our fiscal year 1973 Medicaid audits
were made at the request of congressional com-
mittees and Members. Medicaid is a grant-in-aid
program under which the Federal Government
helps the States pay for providing medical care
to individuals who are unable to pay for it.
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We assisted the Senate Committee on Finance
in its consideration of Medicare and Medicaid
matters contained in House bill 1, which became
the Social Security Amendments of 1972, and we
reported on matters specificallv requested.

States’ Reviews of Medicaid-Financed Medical Services

At the request of the Chairman, House Com-
mittee on Ways and Means, we reported on the
methods Florida, Maryland., Massachusetts, and
Missouri used to review Medicaid-financed medi-
cal services. These reviews were conducted to
safeguard against unnecessary medical care and
services and to determine that Medicaid pay-
ments are reasonable.

Fach of the State systems identified some
program deficiencies but did not accumulate
data (1) showing reductions in Medicaid costs or
other benefits resulting from the reviews or (2)
comparing review costs with the results achieved.

Our reports to the Committee recommended
that HEW monitor the States’ actions to improve
their reviews of Medicaid-financed medical serv-
ices. (B-164031(3), Mar. 27, June 9, Nov. 24,
and Dec. 21, 1972.

Audit Work in Process

At the end of the fiscal year, we were review-
ing the (1) implementation of the early periodic
screening, diagnosis, and treatment program
under Medicaid, (2) implementation of the
health maintenance organization concept in Cali-
fornia, (3) problems in providing care to nursing
home patients, (4) problems related to enrolling
welfare recipients in the Medicare supplemen-
tary insurance program, and (5) effectiveness of
home health care as an alternative to institu-
tional care.

Medicare

During fiscal year 1973, we identified and
reported on various administrative and opera-
tional problems in the Medicare program. We
recommended that HEW improve (1) the hospi-
tal reimbursement system, (2) review systems
used to monitor payments for physicians’ serv-
ices, and (3) ways to minimize and recoup
overpayments made to institutions no longer
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participating in the program. This last recommen-
dation was incorporated in the Social Security
Amendments of 1972.

Problems in Reimbursing Hospitals Under Medicare

Hospitals received about 70 percent of the
$7.5 billion paid in Medicare benefits in 1971.
We reviewed the federally prescribed systems
and procedures used by 14 hospitals in 5 States
to find out whether they insured that Medicare
payments complied with the law and regulations.

We reported to the Congress that, although
most of the $20 million of claims we reviewed
were correct, we noted several problems in the
administration of the present Medicare hospital
reimbursement system. We questioned net
charges to Medicare of about $622,300 involving
payments to 12 of the 14 hospitals.

HEW generally agreed with our recommenda-
tions which called for (1) informing those re-
sponsible for Medicare hospital payments of the
problems we identified, (2) improved audits, (3)
adjustments in cost reports, and (4) recovery of
overpayments. (B-164031(4), Aug. 3, 1972.)

Unnecessary Physicians’ Services
Paid by Medicare and Medicaid

Medicare and Medicaid paid more than $2
billion for physicians’ services during 1971. We
reviewed what HEW had done to detect and
prevent payments for unnecessary physicians’
services for patients qualifying for Medicare and
Medicaid benefits.

Our report to the Congress stated that HEW
and paying agents have tried, with some success,
to devise review systems for identifying and
preventing these payments. However, more
needs to be done because (1) the paying agents’
systems for reviewing the necessity for physi-
cians’ services are based on "widely varying
methods, (2) paying agents investigated relatively
few unusual patterns of services, and (3) paying
agents for Medicare and Medicaid had not
exchanged useful information.

HEW agreed with our recommendations for
improving these systems and outlined several
actions which it had taken, or proposed to take,
to improve the systems. (B-164031(4), Aug. 2,
1972.)



Amounts Due Government by
Former Medicare Institutions

By December 1971 about 5,000 health care
institutions stopped participating in Medicare,
which made it difficult to recover millions of
dollars of overpayments for the services they
had provided. Many overpayments could have
been avoided by adhering to requirements, and
others could have been offset while the institu-
tions were still participating in Medicare. The
Social Security Administration had not estab-
lished accounting controls to effectively manage
the outstanding debts.

HEW essentially agreed with our recommen-
dations for alleviating these deficiencies. In line
with our recommendation to the Congress, the
Medicaid law was amended to authorize with-
holding Federal Medicaid payments to institu-
tions which no longer participate in Medicare
but refuse to refund Medicare overpayments.
(B-164031(4), Aug. 4, 1972.)

Audit Work in Process

A number of proposals were introduced in the
92d Congress to encourage the establishment
and development of health maintenance organi-
zations. Because of this interest, as of June 30,
1973, we were reviewing the effectiveness of
previous HEW and Office of Economic Oppor-
tunity programs for health maintenance organi-
zations.

Welfare Programs

The Federal Government, with State and local
governments and private groups, sponsors a
comprehensive program of public assistance
benefits and other services to eligible individuals
and families. The benefits and services include
income support, social services, and vocational
rehabilitation.

These services command considerable atten-
tion from the Congress, the press, and the
public. During fiscal year 1973, we submitted
several reports to the Congress, its committees,
and its Members and otherwise assisted the
Congress in these matters.

Effectiveness of Vocational Rehabilitation in
Helping the Handicapped

Because of the large and increasing costs and
the number of persons affected, we reviewed
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programs under the Vocational Rehabilitation
Act to determine the programs’ ability to meet
the needs of handicapped persons. We reviewed
programs in Michigan, North Carolina, and
Oklahoma.

The vocational rehabilitation program has not
been able to help all handicapped persons—
possibly 7 million—who need and would benefit
from the program. Although the number of
persons rehabilitated annually is increasing, it is
still not as large as the number of persons
becoming eligible each year, according to Reha-
bilitation Services Administration estimates.

The Administration projected that in a few
years more persons would become rehabilitated
than would become eligible. Then the number
of persons needing services would begin to
decrease. Whether this happens could be af-
fected by many factors, such as new legislation
making more groups eligible for services.

We reported that some clients received only
intangible benefits but that there were other
measurable benefits. Often the accomplishments
were limited, although some clients may have
improved or progressed to their capacity. Others
who had been helped considerably still needed
additional services. Many persons reported as
successfully rehabilitated did not become self-
sufficient or competitive with nonhandicapped
persons.

We made several recommendations to improve
the program. HEW and the State agencies
generally agreed and began to implement them.
(B-164031(3), Apr. 3, 1973.)

Social Services: Do They Help Welfare Recipients
Achieve Self-Support or Reduced Dependency?

Federal expenditures for social services have
increased greatly in recent years, especially in
the aid to families with dependent children
program which increased from $625 million in
fiscal year 1970 to an estimated $1.9 billion in
fiscal year 1973. The goals of social service
programs are to help recipients get off welfare,
to prevent or reduce illegitimate births, to
strengthen family life, to attain or retain per-
sonal independence, and to protect children.

Our report to the Congress stated that social
services had only a minor impact on helping
recipients to develop and use the skills necessary
to become more independent or self-supporting.
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Therefore, one of the basic goals for the services
has not been achieved.

Considering the nature of services provided,
the method for determining who should receive
certain services, and present economic con-
straints, it is unrealistic to expect social services
to play a major role in helping recipients become
more independent or self-supporting. Still, the
social services program has positive aspects.
Developmental services helped some recipients
obtain employment and maintenance services
helped many recipients cope with and overcome
specific day-to-day problems, strengthen their
family life, and increase their self-confidence. In
the long run, these benefits are necessary if
recipients are to ultimately become self-support-
ing.

HEW generally agreed with our recommenda-
tions to improve program administration. (B-
164031(3), June 27, 1973.)

Distribution of Public Welfare Benefits

The Chairman, Subcommittee on Fiscal Policy,
Joint Economic Committee, requested that we
study the distribution of public welfare benefits
to assist the Subcommittee in obtaining compre-
hensive impact data relating to its study of the
country’s system of welfare programs.

We obtained and analyzed information on the
nature and extent of benefits received by house-
hold members in low-income areas. The results
of our work were used in preparing a Subcom-
mittee staff study, published on March 26, 1973.
The Chairman stated that this was the first study
to actually document the flow of all of these
benefits to specific households and was a valua-
ble addition to the Subcommittee’s understand-
ing of this very complex set of programs.

Expenditures for Social Services
Under the Social Security Act

The Chairman, Senate Committee on Finance.
requested information on (1) the types of State
social service programs financed with Federal
funds, (2) which States account for most of the
recent increases in service expenditures, and (3)
how proposed revisions to Federal social service
regulations might affect the States’ social service
programs. (B—1640f§1(3), May 2, 1973.)
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Other Reports

Other reports covered matters such as (1)
problems in contracting for federally assisted
child-care services and (2) problems encountered
in Pennsylvania in attaining integrity in its
welfare programs.

Partly as a result of our work in Pennsylvania,
HEW has emphasized the quality control system
used by the States to assist in attaining integrity
in welfare programs and has taken steps to
better administer the welfare program nation-
wide. Under new HEW regulations issued in
1973, each State welfare agency is to refine its
quality control system while conducting an inten-
sive 6-month base period eligibilitv review.

Audit Work in Process

By June 30, 1973, we were completing a
review of programs operated by the Administra-
tion on Aging to determine (1) the impact of
community projects in meeting the elderly’s
priority needs, (2) how the Administration coor-
dinated and advocated Federal programs for the
elderly, and (3) the benefits from research and
demonstration projects.

Other Government Health Programs

During the fiscal year we reviewed the Depart-
ment of Defense health programs and the Fed-
eral Employees Health Benefits Program
administered by the Civil Service Commission.

Length of Stay of Active Duty Personnel
in Military Hospitals

We reported to the Secretary of Defense that
the Department of Defense had not established
uniform policies and procedures for admitting
and discharging patients and granting leave to
active duty personnel in hospitals.

Active duty personnel at the six hospitals we
reviewed remained in the hospital longer than
necessary which increased the cost of providing
medical care.

The Department concurred in our recommen-
dations and stated that action had been taken to
eliminate administrative procedures that unnec-
essarily extend hospitalization. (B-133142, Mar.
22, 1973.)
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Processing Claims Under the Civilian
Health and Medical Program of the Uniformed Services

The Civilian Health and Medical Program of
the Uniformed Services provides civilian medi-
cal-care benefits to dependents of service mem-
bers. Our report to the Secretary of Defense on
the management of the program in California
stated that a number of claims had been over-
paid because of weaknesses in the controls over
the fiscal agent’s computer system. In addition,
payments to physicians and reports of such
payments for income tax purposes were often
incorrect.

The Department of the Army and the fiscal
agent involved agreed with our proposals and
stated that corrections had been made. (B-
133142, Sept. 14, 1972.)

Assistance to the Congress

During fiscal year 1973 we continued to
provide data to the Subcommittee on Retirement
and Employee Benefits, House Commitiee on
Post Office and Civil Service, on the Federal
Employees’ Health Benefits Program. We pro-
vided data on administrative costs and unit cost
of medical procedures which the Subcommittee
used in hearings. After the hearings, the Civil
Service Commission negotiated substantial re-
ductions in premium rates for the Blue Cross/
Blue Shield Service Benefit Plan.

In August 1972, we testified before the Sub-
committee on the risk charges and reserves of
the Indemnity Benefit Plan administered by the
Aetna Life Insurance Company.

Other Reports

Other reports to congressional committees or
Members dealt with conditions and operations of
the U.S. Naval Hospital in Philadelphia and the
Brcoke Army Medical Center in San Antonio.

Department of Labor

At this Department, our audit work was di-
rected primarily to major Federal manpower
training programs and Manpower Administra-
tion activities. We reviewed the Neighborhood
Youth Corps Program, the Concentrated Em-
ployment Program, and the Job Corps Program,
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GAO auditor points out unguarded U-belt and excessive air line
pressure of an air compressor.

all authorized by the Economic Opportunity Act
of 1964, as amended, and administered under
authority delegated by the Office of Economic
Opportunity. Also, at the request of congres-
sional committees, we reported on, and are
making ongoing reviews of, the Occupational
Safety and Health Act of 1970 and the public
employment program authorized by the Emer-
gency Employment Act of 1971. Our reports on
some of these matters are summarized below.

More Concerted Federal Effort Needed
on Occupational Safety and Health
Programs for Federal Employees

At the request of the Chairman, Senate Com-
mittee on Labor and Public Welfare, we re-
ported on aspects of the Occupational Safety
and Health Act of 1970. This report is the first
of a series on Federal safety and health pro-
grams and the Occupational Safety and Health
Administration’s coordination and review of
such programs.

Federal safety program requirements apply to
about 3 million civilian employees in 5,000
occupations in approximately 120 Federal de-
partments and agencies. In 1971 about 37,000
Federal employees were disabled and 255 were
killed in accidents; the estimated cost for com-
pensation and medical expense was $118 million.
Related property damage costs are estimated
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between a quarter and a half billion dollars
annually.

Enforcement and inspection practices differ
significantly between private businesses and Fed-
eral agencies. The Department of Labor inspects
private businesses and can penalize violators of
health and safety standards. However, the 1970
law states that Federal agencies can be inspected
only if they consent. We inspected workplaces of
four Federal agencies in the Washington, D.C,,
area and found about 200 violations of safety
and health standards.

Violations included mechanical, electrical, fire,
and housekeeping hazards which could seriously
injure employees. Other instances related to
hazards, such as toxic substances, in the air and
work environment. About 50 instances were
severe enough that, had they occurred in private
businesses, the businesses would have been sub-
ject to fines.

The Department generally concurred in our
recommendations to achieve a more concerted
effort by the Federal Government to insure safe
and healthful workplaces for Federal employees
and advised us that it had taken or planned
actions along the lines we suggested. Because of
the number and severity of the violations, we
recommended that the Committee consider
amending the Occupational Safety and Health
Act of 1970 to include Federal workplaces under
the inspection responsibility of the Occupational
Safety and Health Administration. (B-163375,
Mar. 15, 1973))

Public Employment Programs of the
Emergency Employment Act of 1971

At the request of the Chairman, Subcommittee
on Employment, Poverty, and Migratory Labor,
Senate Committee on Labor and Public Welfare,
we prepared four reports on, and continued
with an ongoing review of. the programs under-
taken by the Department of Labor to implement
the Emergency Employment Act.

The reports concerned the (1) selection and
enrollment of participants, (2) types of jobs
offered unemployed persons, (3) impact of
grants to Indian tribes, and (4) public service
benefits from jobs under the act. As of June 30,
1973, we had submitted seven reports to the
Subcommittee on this subject.
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As of June 1972, 168,700 persons had ob-
tained local and State government jobs funded
under the act. Of these, 17,000 had been
previously employed by State or local govern-
ments but had been laid off, generally because
of budgetary problems.

Our analysis did not establish any direct
correlation between program agents’ (States,
counties, and cities) efforts to hire participants
or the number of unemployed persons and the
number of job applicants. However, these factors
undoubtedly affected the number of applicants.
Applicants were matched with the jobs mostly
through existing administrative units of govern-
ment.

Unanticipated obstacles somewhat hindered
rapid hiring of unemployed persons, but other
obstacles could have been avoided by better
planning and program information. Most pro-
gram agents’ procedures gave preference to
hiring significant segments of the unemployed,
such as veterans, disadvantaged persons, and
welfare recipients. However, we could not deter-
mine whether these groups were properly repre-
sented among those hired because there was no
local unemployment data on these groups.

A wide variety of public service jobs were
established, mostly in education, law enforce-
ment, and public works and transportation. The
types of jobs established most depended on the
area’s unmet public needs and the unemployed
population’s needs and skills.

Overall, program agents were able to use
Emergency Employment Act funds to establish
public service jobs which would employ a sub-
stantial number of persons. Program agents,
however, could not always establish jobs to meet
their highest public service needs because they
lacked funds for equipment and supplies or for
training.

Implementation was less than uniform because
certain local conditions, such as established civil
service rules and limited opportunities for ad-
vancement within existing job structures, dif-
fered among the program agents. In some cases,
agents were precluded from complying with all
of the act’s requirements. Nevertheless, most
agents genuinely tried to meet the act’s require-
ments and to provide advantageous job oppor-
tunities to participants.

About $9.8 million of Emergency Employment



Act funds—$8.4 million from the Federal Gov-
ernment and $1.4 million from State, city, and
county governments—were allocated to Indian
tribes on 122 Federal and State reservations
administered by 23 tribal organizations. In addi-
tion, about $1.4 million was allocated to tribes by
State, city, and county program agents.

The program has created additional jobs for
unemployed Indians and alleviated some of the
tribes’ public service needs. Overall, program
agents serving Indian tribes were more effective
than other program agents in placing partici-
pants in permanent nonsubsidized jobs on or
near reservations. As presently funded, however,
the program cannot be expected to have a major
impact on the chronic shortage of jobs on or
near most reservations.

One of the objectives of the Emergency Em-
ployment Act was to provide jobs in accordance
with local and State governments’ unmet public
needs. It appears that this objective is being met.
The program agents used Emergency Employ-
ment Act funds to establish jobs which (1)
provided new public services, (2) improved exist-
ing services, or (3) continued services which
otherwise would have been either eliminated or
substantially reduced as a result of local and
State budgetary cuts. (B-163922, Oct. 12 and
Nov.27,1972,and Mar. 14 and June 8, 1973.)

Neighborhood Youth Corps In-School
Program and its Management Problems

A part of the Neighborhood Youth Corps
program, called the in-school program, provides
part-time employment and support services to
economically disadvantaged youths to help them
stay in school. The Department of Labor allo-
cated about $59.1 million for. about 95,000
youths to participate in the program in fiscal
year 1971. Community sponsors—public or pri-
vate nonprofit agencies—plan, administer, coor-
dinate, and evaluate the program.

Our earlier reviews indicated that the in-
school program did not significantly affect
whether a youth stayed in school. This situation
has not changed. Also, many enrollees did not
have meaningful jobs. Sponsors need to develop
useful and diversified work assignments, consist-
ent with the enrollees’ goals or interests.

The Department of Labor concurred in our
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recommendations for corrective action and ad-
vised us that new guidelines would soon be
implemented to eliminate or diminish these
problems. (B-130515, Feb. 20, 1973.)

Concentrated Employment Program
in New York City Had Not Met
Its Employment Objectives

The Concentrated Employment Program is
designed to combine all manpower services nec-
essary to help unemployed and low-income per-
sons obtain and hold regular jobs. We wanted to
determine how well this was being done in New
York City.

The program was established in the South
Bronx, East Harlem, and Central Harlem areas
of New York City. OQur evaluation mainly cov-
ered South Bronx because the program was just
getting underway in East and Central Harlem
when we started our fieldwork. )

Our report to the Congress stated that, al-
though many thousands of residents in the three
areas needed assistance, the program fell consid-
erably short of its goals in all three areas.

The Department of Labor agreed that pro-
gram accomplishments in New York City had
been unsatisfactory and that the improvements
we recommended must be implemented if satis-
factory performance is to be attained. (B-
130515, Sept. 7, 1972.)

Audit Work in Process

As of June 30, 1973, we were reviewing the
(1) determinations made under the Service Con-
tract Act of 1965, (2) administration of Unem-
ployment Insurance Service extended benefits
and the sole-source contracting of that service,
(3) revised Work Incentive Program, and (4)
employment services to Vietnam era veterans.

National Science Foundation

Our audit work at the National Science Foun-
dation was concerned primarily with the Ocean
Sediment Coring program, the atmospheric sci-
ence program, and internal audit activities. The

latter two reviews were in process at June 30,
1973.
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Achievements, Cost, and Administration
of the Ocean Sediment Coring Program

Through scientific studies of sedimentary core
samples from the ocean floor, the program seeks
to expand knowledge about the history, age, and
structure of ocean basins and the evolution of
marine life. Under a 10-year contract with the
National Science Foundation ending June 1976,
with estimated costs of $68 million, the Scripps
Institution of Oceanography of the University of
California obtains and distributes core samples
for detailed study. Scientists can finance core
studies through National Science Foundation
research grants.

Our report to the Congress described pro-
gram activities and accomplishments and identi-
fied opportunities for improving program
administration. The National Science Founda-
tion responded that it had acted to minimize
time required to publish core descriptions and to
distribute core materials for study, to improve
contract management including cost control, and
to insure scientific community access to all core
study results. (B-171989, Nov. 1, 1972.)

Office of Economic Opportunity

Our audits at the Office of Economic Oppor-
tunity during fiscal year 1973 identified (1) ways
to improve Federal efforts aimed at bettering
migrant workers’ living conditions and providing
legal representation to benefit the poor, (2) ways
to improve audits of antipoverty agencies, and
(3) shortcomings in OEO’s educational experi-
ment under performance contracting. We also
prepared a number of reports at the request of
Members of Congress on the effectiveness and
management of certain antipoverty operations.

Federal Programs for Migrant and
Other Seasonal Farmworkers

Programs funded by the Departments of Agri-
culture, HEW, Labor, and OEO provided serv-
ices for many of the estimated 199,000 migrant
and other seasonal farmworkers and their de-
pendents in agricultural areas of California,
Florida, Michigan, New York, Texas, and Wash-
ington. Funds were spent primarily for man-
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Houses used by migrant and other seasonal waorkers. Water pipes
are outside the houses.

power services, education, housing assistance,
health services, and child day care.

We reported to the Congress that the amount
of funds made available in relation to the total
target population—estimated by OEO at 5 mil-
lion—and the magnitude of these farmworkers’
problems have limited the programs’ effective-
ness. Budgetary constraints will almost certainly
continue to limit progress.

Administrators need to improve program op-
erations to better aid participants. Federal assist-
ance to migrant and other seasonal farmworkers
is administered by four executive agencies on a
splintered basis through numerous programs,
each having separate legislative authority and
mtent.

Federal agencies operating the programs gen-
erally agreed with our recommendations and
said action had been, or would be, taken accord-
ingly. In response to our recommendation, the
Office of Management and Budget said that it
was working with the agencies to determine the
necessary coordination to develop an overall
plan and a common direction of effort. (B-
177486, Feb. 6, 1973.)

Accomplishments of and Problems Faced by
Legal Services Program Grantees

The goals of the Legal Services program are
to provide representation to the poor and to



help alleviate their problems. We reviewed seven
standard program grantees which employed at-
torneys in New York, Puerto Rico, California,
Montana, Colorado, and Minnesota and the
Wisconsin Judicare project, which paid private
attorneys from project funds.

The standard program grantees provided serv-
ices to persons to whom such services otherwise
might not have been available. Most grantees
had achieved little in economic development and
law reform areas. We found it difficult to
interpret and analyze reported results because
objectives were not defined in operational terms
and records were inadequate and because of the
confidentiality of the attorney-client relationship.

Although Wisconsin Judicare was established
in 1966 as an alternative method of providing
legal services to the rural poor, it was not
designed to test its own effectiveness and had
not been evaluated in depth. Private attorneys
were not very involved in law reform and
economic development and handled no appeal
cases.

Management and
standard programs
needed improvement.

OEO generally concurred in our recommen-
dations to improve grantee operations and
stated that it would give top priority to remedy-
ing the deficiencies. (B-130515, Mar. 21, 1973.)

administration of both
and Wisconsin Judicare

Audits of Antipoverty Agencies

OEO requires its grantees to arrange with
qualified accountants—generally certified public
accountants—to audit their activities. About 60
percent of more than 1,000 audit reports on
grantee operations issued in fiscal year 1970
reported no major accounting system or internal
control deficiencies. We reported to the Con-
gress that 17 of 27 reports we reviewed from
this group failed to disclose significant deficien-
cies in the financial operations of the grantees.

In 10 cases the public accountants were per-
forming services, including functions normally
performed by a grantee’s employees—such as
day-to-day and/or periodic bookkeeping func-
tions—which could affect the grantees’ inde-
pendence. In four OEO regions, audit reports
had been closed withoat the regional offices’
verifying whether the grantees had taken prom-
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ised corrective actions. Followup reviews dis-
closed that the grantees did not always take
corrective actions.

OEO generally agreed with our recommenda-
tions but said its implementation may, in some
cases, require additional staff. (B-130515, Apr.
4, 1973.)

Performance Contracting in Education

OEO conducted an educational experiment in
performance contracting during the 1970-71
school year at an estimated cost of about $6
million. The experiment was designed to assess
the overall impact of private educational firms’
remedial reading and mathematics programs
upon students who were performing well below
average in these subjects. OEO’s report released
in June 1972 stated that the experiment clearly
indicated that the firms operating under per-
formance contracts did not perform significantly
better than the more traditional school systems.

We evaluated the experiment because of its
potential impact on education. We reported to
the Congress that, because of shortcomings in
both the design and implementation of the
experiment, the question of the merits of per-
formance contracting versus traditional educa-
tional methods remains unanswered.

OEO stated that it believes its report provides
a useful perspective within which the overall
performance contracting experiment may be
judged. (B-130515, May 8, 1973.)

Other Reports

Other reports to Members of Congress cov-
ered such matters as (1) financial, program, and
related activities of various community action
agencies, (2) charges of improper practices re-
garding certain OEO contracts, and (3) activities
of the California State Economic Opportunity
Office.

Audit Work in Process

The President’s fiscal year 1974 budget con-
tained no request for direct appropriations to
OEO and provided for transferring certain OEO
programs to other Federal agencies. Funds are
provided in the fiscal year 1974 budgets of these
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Federal agencies for continuing these programs.
Consequently, we have scaled down our audit
work at OEQO.

Audit work in process at the end of fiscal year
1973 did include reviews of activities of specific
community action agencies made pursuant to
requests of congressional committees or Mem-
bers; the utilization of physicians and dentists in
OEO’s and HEW’s comprehensive health services
projects; and economic development projects
under OEQ's special impact program.

Veterans Administration

Our fiscal year 1973 audits at the Veterans
Administration were directed primarily to (1)
identifying ways to improve VA outpatient serv-
ices, (2) assisting a congressional subcommittee,
and (3) conducting reviews concerning health,
education, and services provided recently dis-
charged veterans.

Medical Care

VA spent about $311 million to operate outpa-
tient clinics in fiscal year 1971. We reported to
the Congress that, at 6 hospitals we visited,
about 146,000, or 15 percent, of the 1 million
hospital days furnished patients during fiscal
year 1971 could have been avoided through
better use of outpatient services. Productivity
and efficiency of dental clinic operations could
also have been improved.

Less than 10 percent of the patients admitted
to the hospitals received outpatient care for
diagnostic testing before hospitalization; many
patients could have been discharged earlier if
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greater use was made of outpatient facilities or if
nursing care bed facilities had been available.
Poor planning and coordination of hospital -
admissions with available surgical facilities unnec-
essarily lengthened the hospitalization.

Dental clinics would have been more produc-
tive if more paradental personnel and more than
one chair per dentist were used where possible.
The number of veterans referred to private
dentists could also be reduced if dental re-
sources among neighboring VA stations were
better coordinated.

VA agreed generally with our recommenda-
tions for improving out-patient services and
advised us that it had taken or would take the
corrective actions needed. (B-167656, Apr. 11,
1973.)

Assistance to
Congressional Subcommittee

At the Subcommittee on Housing and Urban
Development, Space, Science, -Veterans of the
Senate Appropriations Committee’s request, we
provided the Subcommittee with an in-depth
review of certain areas of VA’s budget during
hearings on VA’s fiscal year 1974 budget.

Audit Work in Process

At the close of the fiscal year, we were
reviewing VA’s use of selected specialized med;-
cal service units, its recruitment and retention of
professional staff, its hospital communications
systems, its laboratory program, its educational
assistance programs, and Federal efforts to assist
recently discharged veterans.



CHAPTER NINE

RESOURCES AND
ECONOMIC DEVELOPMENT

Responsibilities

The Resources and Economic Development
Division carries out our audit work at the
Departments of Agriculture, Housing and Urban
Development, the Interior, and Transportation;
the Department of the Army, Corps of Engi-

neers (civil functions); the Atomic Energy Com-
mission; the Environmental Protection Agency;
the Tennessee Valley Authority; and various
commissions, boards, and councils. It is also
responsible for our audit activities involving
interrelationships among all Federal depart-
ments, agencies, and programs concerned with
natural resources, the environment, energy, and
economic development.

The division is under the supervision of
Henry Eschwege, Director, and Philip Charam
and Max Hirschhorn, Deputy Directors. An
organization chart appears on the following

page.

Audit Reports

During fiscal year 1973, 31 reports relating to
this area of responsibility were submitted to the
Congress and 82 reports to specific committees
or Members of the Congress on reviews made in
response to their requests. We also submitted 38
reports to department or agency officials. A list
of these reports is included in appendix 2. The
numbers and types of reports relating to each
department and agency are shown in the follow-
ing tabulation.

Reports submitted to

Members
Congressional of Agency Taotals
Congress committees Congress officials
Departments:
Government-wide and multiagency ...... veeiae 2 3 e .o 5
Agriculture .....ccoviiininena errae ieeens 8 3 3 5 19
Army (Corps of Engineers) ......ccovveveven. .. 1 4 6 11
Housing and Urban Development .....ccvvus. 10 3 6 12 31
Interior «.v.vveeeiiiieniseeerasioncenaannn 5 26 6 5 42
Transportation «..cuovvevsveeessvrorcacnnons 2 4 7 6 19
Independent agencies:
American Revolution Bicentennial
Commission «...eeveoseecnrsnnaas e .. 1 . 1
Atomic Energy Commission ......oivvivaeenns 1 6 2 9
Environmental Protection Agency ..........%. 3 2 2 2 9
Tennessee Valley Authority . ..cvvvvrvirencenns 1 1 2
Organization outside the Federal Government:
National Railroad Passenger Corporation ...... 2 1 3
TOtl +vneeereenneeeanenns e e 31 52 30 38 151
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Government-Wide and
Multiagency Activities

Although many of our fiscal year 1973 audits
involved activities common to a number of
Federal agencies, most of them are included in
the discussions of work relating to the agencies
having the principal responsibilities for the activ-
ities involved. The findings in five reports on
Government-wide or multiagency activities are
summarized below.

Federal Participation in Activities
Affecting Energy Resources

The Federal effort in the energy field has
evolved over the years without the benefit of a
formal national energy policy and without cen-
tralized direction or coordination. Many Federal
departments and agencies have programs which
affect or could affect the Nation’s energy re-
sources.

During the past 5 years, we issued about 50
reports to the Congress and committees and
Members of the Congress relating to these
programs. In most instances, our reports dealt
with individual programs and they resulted from
audit work by several different divisions of
GAO. To increase the effectiveness of our fu-
ture efforts in the energy areas, the primary
responsibility for planning and coordinating our
reviews of energy programs has been assigned to
a newly established energy projects staff in the
Resources and Economic Development Division.

In response to the request of the Chairman,
Senate Committee on Interior and Insular Af-
fairs, for assistance in studying a national fuel
and energy policy, we reported on the Federal
funds and personnel committed to fuel- and
energy-related activities for fiscal years 1972 and

1973. (B-140579, July 25, 1972.)

We later reported to the Congress on the total
resources—dollars and man-years—committed by
23 Federal agencies to energy-related programs.
We classified our data according to energy
sources: oil and natural gas, coal, water, and
nuclear energy (primary sources); electricity (the
secondary source); and geothermal, oil shale,
solar, and thermonuclear fusion (advanced
sources). (B-178205, Apr. 6, 1973.)
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Need for Federal Agencies to Improve
Solid Waste Management Practices

Federal regulations generally prohibit Federal
agencies from burning wastes in open fires and
from using open dumps. However, open burn-
ing and open dumping was widespread on
Federal lands administered by the Bureau of
Land Managerhent, the Forest Service, and the
National Park Service. The Army was disposing
of its unsalvageable wastes satisfactorily. Al-
though the General Services Administration and
the Army had recovered some wastes for reuse
or recycling, they could have recovered much
more. Generally the Army was recovering wastes
only when economically advantageous; it gave
little consideration to salvaging and recycling
primarily for environmental benefits.

We reported to the Congress that the agencies
needed:

More effective responsibility centers.

Improved policy guidance from headquar-
ters and policy implementation by regional
offices.

More effective inspection procedures.

Also, GSA and the Army needed to be aware
of and emphasize the environmental benefits
they could obtain by using more reusable or
recyclable materials, containers, and packaging.
The agencies generally agreed with our findings
and conclusions. (B-166506, Oct. 26, 1972.)

Differences in Administration of
Relocation Assistance Program

The Uniform Relocation Assistance and Real
Property Acquisition Policies Act of 1970 pro-
vides for uniform and equitable treatment of
persons displaced from their homes, businesses,
or farms by Federal and federally assisted pro-
grams. At the request of the Chairman, Subcom-
mittee on Intergovernmental Relations, Senate
Committee on Government Operations, we re-
viewed Federal, State, and local agencies’ prog-
ress in implementing the act in Missouri,
California, Wisconsin, and Pennsylvania.

We reported to the Subcommittee that the
Office of Management and Budget, Corps of
Engineers, Department of Housing and Urban
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Development, and Federal Highway Administra-
tion had (1) assisted the States in enacting
legislation authorizing their participation in the
program and (2) made progress in identifying
and resolving agencies’ differences in providing
relocation payments and services. Opportunities
existed, however, to improve program adminis-
tration and to make payments more uniform.
Although relocation payments generally had
been computed according to OMB guidelines,
displacees with similar housing needs had not
received similar payments because local offices
could and did use more than one method of
computation.

OMB generally agreed with our findings and
said it would pay special attention to resolving
the payment differences. (B-148044, June 7,
1973.)

Adequacy of Selected
Environmental Impact Statements

Section 102 of the National Environmental
Policy Act of 1969 requires Federal agencies
proposing legislation or similarly important ac-
tions that will affect the quality of man’s envi-
ronment to prepare environmental impact
statements and obtain the comments of other
Federal agencies on them. These statements
detail such matters as the environmental impact
of the proposed actions, alternatives to the
proposed actions, and the relationship between
local short-term uses of man’s environment and
the maintenance and enhancement of long-term
productivity.

At the request of the Chairman, Subcommittee
on Fisheries and Wildlife Conservation, House
Committee on Merchant Marine and Fisheries,
we reviewed the environmental impact state-
ments that the Corps of Engineers and five
other Federal agencies had prepared for se-
lected projects. The usefulness of these state-
ments had been impaired because they did not
adequately (1) discuss or support the environ-
mental impacts, (2) deal with reviewing agencies’
comments on environmental impacts, or (3)
consider alternatives and their environmental
impacts. In addition, about half of the state-
ments had specific shortcomings. (B-170186,
Nov. 27, 1972.)
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Department of Agriculture

Farm Program and Commodity Activities

Legislation Needed to Reduce Government Losses on
Peanut Price-Support Program

We reported to the Congress, as we had 5
years earlier, that the Commodity Credit Corpo-
ration was incurring substantial losses under the
peanut price-support program and that such
losses would continue to mount unless the pro-
gram was changed.

The Secretary of Agriculture is required by
law to control peanut production on the basis of
demand, but he cannot authorize less than
1,610,000 acres annually for growing peanuts.
Each year since 1955 fewer than 1,610,000 acres
have been needed to satisfy demand because
advances in farm technology have increased
yields per acre. Under the peanut price-support
program, the Commodity Credit Corporation
has to buy and store surplus peanuts, and it has
been selling them at a loss. From 1967 through
1971 the Corporation lost $279 million on the
program. Projections show that losses from 1973
through 1977 will total $537 million unless the
program is changed.

We recommended that the Congress amend
the Agricultural Adjustment Act of 1938 to
rescind the minimum acreage’ provision to give
the Secretary of Agriculture more flexibility to
adjust production.

The Department agreed that the recom-
mended change would help bring production
more in line with demand but said that it was
still studying our recommendation and possible
alternatives. However, more immediate action—
rescinding the minimum acreage provision—is
needed because losses are expected to exceed
$100 million annually. (B-163484, Apr. 13,
1973.)

Beekeeper Indemnity Payment Program

We reported to the Chairman, Subcommittee
on Agriculture—Environmental and Consumer
Protection, House Committee on Appropria-
tions, that, although the regulations and instruc-
tions for implementing the beekeeper indemnity
payment program were generally adequate, the



instructions were unclear in several areas. The
Agricultural Act of 1970 authorizes indemnity
payments to beekeepers who, through no fault
of their own, lost honeybees after January 1,
1967, because of the use of pesticides registered
and approved for use by the Federal Govern-
ment.

Acting on our recommendations, the Agricul-
tural Stabilization and Conservation Service re-
vised its instructions to (1) provide guidelines for
establishing reasonable time limits within which
beekeepers must report their bee losses and the
related inspections must be made, (2) provide
that county offices make sure inspections are
made within the prescribed time limits, and (3)
provide more specific guidance to county offices
on evidence they can accept as proof of damage.

We reported also that inspectors appeared to
be adequately trained; indemnity payment rates
were generally sufficient to cover replacement
costs and some loss of income; and future
program payments were expected to decline in
some of the States we reviewed and to increase
in other States. (B-176563, Feb. 13, 1973.)

Marketing and Consumer Services

Sanitation Conditions at Fruit and Vegetable
Plants Receiving Federal Grading Service

During a 15-month period beginning in 1970,
the Agricultural Marketing Service identified 39
million pounds of processed fruits and vegeta-
bles that did not meet U.S. grade standards
because the products contained excessive foreign
materials or were packed under unsanitary con-
ditions. The Food and Drug Administration,
Department of Health, Education, and Welfare,
is responsible for insuring that unwholesome
food does not enter interstate commerce.

We reported to the Congress that the Service
had not notified FDA of either (1) potentially
adulterated food uncovered during grading or
(2) plants where, because of sanitation deficien-
cies, grading service was withdrawn or sus-
pended.

The Service agreed to cooperate with FDA by
providing the information necessary to prevent
adulterated food from reaching consumers and
by reporting plants which were denied grading
service because of unsanitary conditions. (B-
164031(2), Feb. 21, 1973.)
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Participation in the School Lunch Program

Although the number of schools participating
in the Department’s school lunch program and
the number of needy children receiving free and
reduced-price lunches has increased in recent
years, 24,900 eligible schools did not participate
in the program in the 1971-72 school year and
1.5 million needy children did not eat free and
reduced-price lunches.

We reported to the Congress that some of the
reasons the schools cited for not participating
were not subject to Federal persuasion but that
other reasons, such as lack of adequate facilities
for preparing or serving food and local school
officials’ lack of interest, could be resolved.
Some of the reasons cited by needy children (or
members of their families) for not eating free or
reduced-price lunches appeared to be related to
schools’ administrative practices which did not
comply with Federal regulations. Also, the De-
partment lacked accurate data on the number
and needs of schools not participating and on
the schools’ lunch costs.

The Department generally agreed with our
conclusions and said that, in line with our
recommendations, it was updating data on non-
participating schools and their needs, had begun
a nationwide drive to promote the program, and
was taking steps to obtain accurate lunch cost
data. (B-178564, June 29, 1973.)

Forestry and Conservation Activities

Planning Timber Harvest and
Road Construction Projects

In reporting to the Congress on how the
Forest Service and the Department of the Inte-
rior’s Bureau of Land Management planned
timber sale and road construction projects, we
found that, in many instances when such proj-
ects seriously damaged forest resources and the
environment, project planners either had not
obtained or had not followed the advice of
resource specialists.

We therefore recommended that the agencies
(1) require project planners to use the expertise
of resource specialists or document why they did
not, (2) include the specialists’ views and recom-
mendations in the project files, and (3) identify
and analyze where and why needed assistance
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could not be obtained and explore ways to
provide such assistance.

The Forest Service changed several proce-
dures to implement our recommendations. The
Bureau of Land Management had already estab-
lished procedures in line with some of our
recommendations, but it had not fully imple-
mented them at the field level. The Bureau
needed to do more to strengthen its procedures
and to require project planners to document
their use or nonuse of resource specialists. (B-
125053, Mar. 20, 1973.)

Great Plains Conservation Program

The Great Plains Conservation Program, ad-
ministered by the Soil Conservation Service,
provides technical assistance and direct cost
sharing to help Great Plains landowners and
operators voluntarily carry out planned soil and
water conservation practices. We reported to the

Effects of an earth slide on road construction project at the time of
the slide and after the debris was removed.
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Congress that progress under the program had
been less than might have been expected in view
of the program’s legislative history.

If greater progress is to be made before the
program expires in 1981, the fund allocation
system should be revised to insure that highest
priority work is done first and the $25,000
administrative limit on the total amount of the
Federal share under any one contract should be
increased. Giving consideration to the conflict
between the program’s objectives and Federal
commodity price-support programs, cognizant
congressional committees should explore with
the Department the feasibility and desirability of
enacting legislation to give Great Plains farmers
more incentives to convert unsuitable cropland
to permanent vegetative cover.

The Service stated that it was evaluating the
$25,000 limitation and that it would continue to
study the feasibility of revising the fund alloca-
tion system, giving due consideration to priori-
ties. (B-114833, June 28, 1973.)

Rural Development Activities

Ways To Improve Effectiveness of
Rural Business Loan Programs

The Economic Opportunity Act of 1964, as
amended, authorized several special programs to
combat poverty in rural areas. One of them-—the
Economic Opportunity Cooperative Loan Pro-
gram, administered by the Farmers Home Ad-
ministration—provided loans to cooperative
associations in rural areas.

We reported to the Congress that many of the
cooperatives had encountered problems, such as
weak management and adverse market condi-
tions, and therefore had failed to stay in busi-
ness or had become delinquent in repaying their
loans. Not all problems could have been fore-
seen but many of them could have been identi-
fied and corrected had FHA (1) required
adequate determinations of the economic sound-
ness and feasibility of cooperative projects and
(2) improved its policies and procedures for
supervising and evaluating cooperatives’ activi-
ties.

Although no new loans were made under the
program after June 30, 1971, our findings could
be helpful to FHA in administering new rural



business loan programs authorized by the Rural
Development Act of 1972.

In line with our recommendations, FHA
drafted regulations requiring feasibility studies,
marketing agreements, management evaluations,
detailed analyses of the adequacy of working
capital, and feasibility analyses to be made by
FHA State directors. FHA also said that it
planned to (1) increase the staff to insure that it
had either the experience or training necessary
to implement the regulations and supervise loan
activities and (2) evaluate specific program goals
for loan programs implemented in fiscal year
1974. (B-114873, May 2, 1973.)

Audit Work in Process

Audit work in process at June 30, 1973, included
a review of intrastate meat plant inspection pro-
grams, a review to determine whether policies, pro-
cedures, and practices of the Forest Service and the
Bureau of Land Management are adequate to
make sure that dead or damaged trees are
promptly salvaged, and a review of the procedures
and practices involved in distributing food stamps
and food commodities to certain Indians.

Department of the Army
Corps of Engineers
(Civil Functions)

Computation of Flood Control Benefits
for the Cascadia Reservoir Project in
Oregon Not Adequately Supported

At the request of Senator Bob Packwood, we
reviewed the Corps of Engineers’ computation
of flood control benefits for the Cascadia Dam
and Reservoir, a multiple-purpose project to be
located on the South Santiam River in the
Willamette River Basin in Oregon.

The Corps did not support its computation in
three key areas: the project’s ability to control
floods up to the level claimed, the determination
of flood damages that might take place, and the
basis for projecting future growth in the flood
plain area.

Although the Corps had used both the incre-
mental and system approaches in developing the
benefit-cost ratio, the Corps had reported to the
Congress only the more favorable system ap-
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proach ratio in its request for construction
funds. We favor the incremental approach be-
cause it compares the benefits directly attribut-
able to the project with the costs of providing
the benefits.

Further, contrary to Corps regulations, con-
struction funds had been requested before the
Office of the Chief of Engineers had formally
approved the Portland District’s postauthoriza-
tion studies for the project.

We recommended that the Secretary of the
Army require that additional studies be made to
verify the flood control benefits claimed for
Cascadia and that both the incremental and
system benefit-cost ratios be reported to the
Congress when requests for authorization or
appropriations are made. The Corps’ Portland
District agreed that additional studies were
needed and began to reevaluate the flood con-
trol benefits. (B-136280, Sept. 19, 1972.)

Extension of the
Navigation Season on the
Great Lakes and St. Lawrence Seaway

We reported to Congressman Philip E. Ruppe
on the status of a demonstration program to
extend the navigation season on the Great Lakes
and St. Lawrence Seaway.

The work groups implementing the program
during its first year—fiscal year 1972—generally
achieved their objectives. However, extension of
the season during the first year caused several
problems in the St. Mary’s River area in Michi-
gan and Canada. For example, ferry service to
one island was interrupted and boat docks and
piers were damaged by ice jams and ice move-
ment.

Although required by the National Environ-
mental Policy Act of 1969, an environmental
impact statement had not been prepared for the
demonstration program. The Council on Envi-
ronmental Quality has indicated that the re-
quired impact statement will be prepared and
issued in the summer of 1974. (B-175460, Feb.
22, 1973.)

Land Acquisition and
Relocation Practices

Senator Hugh Scott asked us to review the
Corps’ land acquisition activities for the Rays-
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town Lake project near Huntingdon, Pennsylva-
nia. Although the Corps’ land acquisition
activities were in accordance with the provisions
of the Uniform Relocation Assistance and Real
Property Acquisition Policies Act of 1970, the
Corps had not promptly given landowners their
relocation benefits and payments; it had not
made sure that adequate, comparable replace-
ment housing would be available for displaced
persons; housing it selected as comparable was
not always available for displacees to purchase;
and it did not have enough staff to effectively
administer the relocation program.

The Corps generally agreed that changes were
needed and made certain improvements in the
program. (B-176577, Apr. 12, 1973.)

Audit Work in Process

Our work in process at the end of fiscal year
1973 included reviews of the methodology used
by the Corps and other selected Federal agencies
in computing benefit-cost ratios for water’ re-
sources projects; Corps and other Federal
agency implementation of a unified national
program for reducing flood losses; and the
progress and problems involved in protecting
beaches and shorelines.

Department of Housing and
Urban Development

Improving Effectiveness and Reducing Costs
of Homeownership Assistance Programs

We reported to the Congress that HUD and
Agriculture (1) had not allocated program re-
sources 50 as to insure that all eligible families
had the same opportunity to participate, (2) had
approved for mortgage insurance or loans hous-
ing with significant defects which could affect
occupants’ health and safety, (3) had not pro-
vided their field offices with adequate guidelines
for the types of housing eligible under home-
ownership assistance programs, and (4) had not
determined what caused mortgage defaults or
ways of reducing the default rate.

Because the Government can borrow money at
rates lower than those available in the private
mortgage money market, the Government could
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Examples of defects in houses provided under the section 235
Homeownership Assistance Program, Department of Housing and
Urban Development.

Above: Paint peeling on kitchen walls and exposed pipes, Washing-
ton, D.C.

Below: Badly weathered wood siding with metal patches and
washing machine installed outdoors, Garland, Texas

greatly reduce its cost if the two agencies’
programs were financed directly by the Govern-
ment rather than by private lenders. For exam-
ple, if Treasury borrowings financed HUD loans
planned for fiscal years 1973 through 1978, the



present value of the savings to the Government
would be about $1 billion.

HUD and Agriculture have increasingly con-
sidered need in allocating program resources,
but we believe that both agencies should identify
true needs and allocate resources accordingly.
Both HUD and Agriculture acted to clarify the
types of program housing to be provided and
both mentioned procedures for finding out what
caused defaults. However, they should empha-
size analyzing causes of defaults and minimizing
future defaults.

HUD, the Treasury Department, and the
Office of Management and Budget agreed that
the cost of Government financing would be
lower than the cost of financing through private
lenders but said that factors other than cost
must be considered. (B-171630, Dec. 29, 1972.)

Improving Effectiveness and Reducing Costs
of Rental Assistance Housing Program

We reported to the Congress that HUD had
not made sure that all eligible families had the
same opportunity to participate in the rental
assistance program regardless of where they
lived. Also, HUD had not adequately identified
the néed for subsidized housing and had not
used need as the primary basis for allocating the
limited program resources.

HUD could save about $1.2 billion in program
costs if mortgage loans for fiscal years 1973-78
could be financed directly through Government
borrowings, rather than through private lenders,
because of the lower interest rate at which the
Government can borrow.

We questioned whether existing incentives,
such as low capital investment and income tax
shelters, would be sufficient to make sure that
private investors gave high-quality management
services over the lives of the projects.

HUD said it had been considering a more
intensive effort to stimulate housing production
where it was most needed. HUD, the Treasury
Department, and the Office of Management and
Budget agreed that direct Government financing
would result in cost savings, but they favored the
present method of private financing because of
other factors. Treasury questioned whether the
existing tax shelters encouraged investors to sell
or neglect properties after the shelters expired.
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HUD believed that, rather than changing exist-
ing incentives, new incentives were needed and
said it planned to explore the matter in depth.
(B-171630, Jan. 10, 1973.)

Consumer Protection
in Interstate Land Sales

We reported to the Congress that, because
HUD’s Office of Interstate Land Sales Registra-
tion had a small headquarters staff and no field
support, it could not identify all unregistered
land developers, effectively coordinate consumer
protection activities with the States, or ade-
quately verify land developers’ registration infor-
mation. Also, the Office could not investigate all
significant violations of the law or take prompt
enforcement action against developers.

HUD is considering assigning some responsi-
bility to HUD field office personnel and is
striving to eliminate its complaint backlog and
act more effectively against violators. It disa-
greed that subdivisions should be inspected
before registration, however, because it believed
the States could do this better. We believe that,
until HUD is reasonably satisfied that the States’
inspection programs are adequate, the Federal
Government should take the initiative in making
such inspections. (B-118754, June 13, 1973.)

Opportunity for Reducing Interest Costs

As authorized by sections 235 and 236 of the
National Housing Act, HUD makes monthly
assistance payments to mortgagees so that low
income families may purchase or rent housing.
HUD insures that the mortgage loans will be
paid and charges the mortgagees for the insur-
ance premiums. HUD’s payments include the
monthly amounts of the mortgage insurance
premiums; the mortgagees annually pay the
accumulated premiums to HUD in the anniver-
sary month of each mortgage.

We reported to the Congress that, because
HUD’s payments include the mortgage insurance
premiums, HUD is paying out funds which it
must collect from the mortgagees, so the Gov-
ernment cannot use such funds for an average
of 6 months each year. We estimated that the
interest costs applicable to the insurance prem-
iums for the sections 235 and 236 mortgage
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balances of about $11 billion would be at least
$1.6 million during fiscal year 1973. We pro-
posed that HUD save such interest costs by
deducting the premiums from the monthly as-
sistance payments.

HUD did not agree with our proposal, citing
certain reasons with which we did not agree. We
therefore recommended that the Congress au-
thorize HUD to waive the mortgage insurance
premiums for the section 235 and 236 housing
programs. Such a waiver would be similar to the
waiver of premiums provided for mortgages
insured under the low- and moderate-income
rental housing program authorized by section
221(d)(3) of the National Housing Act. (B-
171630, Nov. 22, 1972.)

Improving the Model Cities Program

We reported to the Congress that Kansas City
and St. Louis, Missouri, and New Orleans,
Louisiana, had varying degrees of success in
attaining the annual goals of their Model Cities
projects in the manpower. economic develop-
ment, and health areas. In education, all three
cities reached their annual project goals. The
following weaknesses in HUD’s and city demon-
stration agencies’ administration of the program

Participants at GAO's Housing Symposium *‘The Urban Challenge” conducted by the Resources and Economic Development Division in March

1973.

From left to right' Henry Eschwege, Director, Resources and Economic Development Division; Robert C Weaver, former Secretary of HUD
and now a GAO consultant' Elmer B Staats, Comptroller General, A T Samuelson, Assistant Comptroller General: and Charles J Stokes,
Assistant Director of the division.
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may have affected the attainment of project
goals.

The cities developed plans using data on
neighborhood conditions that was, in many
cases, neither current nor complete.

The cities used HUD supplemental funds to
expand existing programs instead of to de-
velop new and innovative projects.

The cities generally were not successful in
obtaining Federal grant-in-aid funds or State
and local funds to support the programs.

The cities did not develop suitable evalua-
tion plans to measure progress.

Although HUD generally agreed with our
findings and recommendations, it said that
city demonstration agencies’ administrative capa-
bilities and economic conditions, rather than in-
sufficient data, were the more salient causes of
difficulties in the manpower and economic de-
velopment areas. It said also that neither the
statute nor HUD’s guidelines required innova-
tion within each project or as an essential
approach to the cities’ longstanding problems.
We believe that the legislative history of the
Model Cities Act clearly shows that the Congress
anticipated that emphasis would be placed on
new and innovative projects and that supple-




mental funds would be used for such projects.
(B-171500, Jan. 16, 1973.)

Reducing Costs in Acquiring Properties
Resulting From Defaults on Home Loans

In a report to the Congress, we stated that the
Government could reduce foreclosure costs on
HUD-insured, VA-guaranteed, and VA-financed
loans by using the “power of sale” method of
foreclosure more widely. Costs could further be
reduced if HUD and VA placed more emphasis
on the “voluntary deed” method of terminating
such loans; if VA paid mortgage claims on
defaulted loans as HUD does; and if HUD relied
on mortgagees’ title evidence for foreclosed
properties.

HUD and VA generally agreed with our
recommendation that the Congress establish a
Federal power-of-sale foreclosure law for all
federally financed, insured, or guaranteed home
mortgages. HUD supported new initiatives to
encourage mortgagees to accept voluntary deeds
but VA said its existing policy was adequate.

VA objected to adopting HUD’s policy of
paying mortgagee claims on the basis that its
existing policies make VA loans attractive invest-
ments and encourage mortgagees to be lenient
with defaulting mortgagors. We believe HUD’s
policy also encourages leniency.

HUD objected to discontinuing the purchase
of title evidence for foreclosed properties be-
cause many foreclosures are faulty. We believe
HUD’s risk of title defects is minimal and that
the costs it incurs for additional title evidence
are unnecessary. (B-114860, Oct. 20, 1972.)

Acquiring Existing Structures for
Low-Rent Public Housing

We reported to the Congress that, although
HUD’s assistance to local housing authorities in
acquiring privately owned standard housing had
increased the supply of low-rent housing, it had
not alleviated the shortage of standard housing.
Also, it had not substantially reduced the num-
ber of people living in substandard housing,
because many occupants of the acquired housing
previously lived in standard dwellings. In addi-
tion, some displaced occupants had not been
assisted in relocating and HUD’s procedures did
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not adequately insure that the purchase prices of
acquired properties were reasonable.

HUD said our recommendations for limiting
financial assistance to local housing authorities to
acquire standard housing in specific locations
where the supply of such housing exceeded the
demand and for terminating projects in the
planning or early development stages would be
too restrictive. It said that a more reasonable
guideline for using the direct acquisition method
would be the method’s effect on the private
rental market. We agree that, if standard hous-
ing has a high vacancy rate and can be pur-
chased at an acceptable price, acquiring the
housing would be beneficial.

HUD said it had no authority to establish
admission policies for low-rent public housing.
However, those most in need should be given
preference, and we suggested that the Congress
require local housing authorities to give prefer-
ence to occupants of private substandard hous-
ng.

HUD is taking steps to insure compliance with
its relocation requirements and agrees that more
adequate appraisal requirements for the direct
acquisition of properties should be established.
(B-114863, Sept. 7, 1972.)

Testimony at Hearings

We testified in December 1972 before the
Subcommittee on Priorities and Economy in
Government, Joint Economic Committee, on the
results of two reviews of the way HUD and
Agriculture had carried out housing subsidy
programs. (B-171630, Dec. 29, 1972, and Jan.
10, 1973.)

We also testified in April 1973 before the
Subcommittee on Housing and Urban Affairs,
Senate Committee on Banking, Housing, and
Urban Affairs, on our work in housing subsidy
and community development programs. Our
testimony related to findings on homeownership
assistance, rental assistance, code enforcement,
open space land, neighborhood facilities grants,
and Model Cities programs.

Audit Work in Process

As of June 30, 1973, we were reviewing
HUD’s programs for new communities, leased
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housing, and operating subsidies, and the exper-
imental program to provide housing allowances
to low-income families.

Department of the Interior

Water and Power Activities

Our audits of water and power activities
related principally to (1) the appropriateness of
a statutory acreage limitation on irrigation bene-
fits, (2) the proper amount of interest to be
included in the Government’s construction costs
which are to be recovered from municipal and
industrial water users, (3) the financial progress
and problems of the Southwestern Federal
Power System. and (4) the financial statements
of the Federal Columbia River Power System for
fiscal year 1972.

Acreage Limitation on Irrigation Benefits

The Reclamation Act of 1902 limits to 160
acres the land on which any one owner can
receive irrigation benefits from a federally subsi-
dized water resources project. This limitation
was intended to promote the family-size farm as
a desirable form of rural life and to spread the
benefits of the subsidized irrigation program to
the maximum number of people.

At the Central Valley project in California—
the largest subsidized irrigation project adminis-
tered by the Bureau of Reclamation—the limita-
tion had not prevented large landowners and
tarm operators from benefiting under the pro-
gram or beneficiaries from acquiring or retain-
ing large landholdings. Beneficiaries had leased
land from individual owners or had retained or
controlled land by establishing corporations,
partnerships, and trusts.

We recommended that the Congress reeval-
uate the 160-acre limitation and either (1) enact
legislation to prevent large landowners and op-
erators from benefiting through their control of
numerous 160-acre tracts by organizing corpora-
tions, partnerships, and trusts and/or by leasing
160-acre tracts or (2) establish a new acreage
limit for family farms eligible to receive Federal
project water at subsidized rates and require
owners and/or operators of farms of grehater
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acreages to pay the full costs of Federal project
water provided. (B-125045, Nov. 30, 1972.)

Computation of Interest To Be Included in the
Financing Costs of Water Resources Projects

Our report to the Congress stated that the
costs of financing multipurpose water resources
projects have been understated because the inter-
est costs capitalized as part of the Government’s
investment in such projects do not represent the
cost of funds borrowed by the Treasury during
the construction period.

For example, for three Bureau of Reclamation
and two Corps of Engineers multipurpose proj-
ects in the Southwestern United States which
were constructed at a cost of about $170 million,
interest rates were determined on the basis of
the criteria prescribed in the Water Supply Act
of 1958 rather than on the Treasury’s borrowing
costs. As a result, the Government’s investment
in the projects’ municipal and industrial water
supply features was understated by about $5
million and the total annual interest payments to
the Treasury on the Government’s unrepaid
investment will be reduced by about $80 million
during the repayment period.

We recommended that the Congress amend
legislation to provide that the interest rates for
financing water resources projects be based on
an interest rate prescribed annually by the
Secretary of the Treasury and that such a rate
be representative of the Treasury’s cost of bor-
rowing money to finance construction of the
projects. (B-167712, Aug. 11, 1972.)

Financial Progress and Problems in the
Southwestern Federal Power System

The Southwestern Power Administration, the
marketing agency for power generated at Fed-
eral water resources projects in the Southwest-
ern United States, is required to recover the
Federal investment in such projects through
rates charged power users and to make repay-
ments to the Treasury within 50 years from the
date each project is placed in service.

At the end of fiscal year 1970, after 25 years
into the repayment period, the Administration
had not repaid any portion of the Federal
investment in the system and was about $29.7
million in arrears in meeting other costs. It had,
however, prepared rate and repayment studies
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showing that the repayment requirements would
be met. Our report to the Congress questioned
the validity of the study because of (1) weak-
nesses inherent in developing the study as a
result of the speculative nature of the long-
range cost and revenue projections and (2)
deficiencies in projecting system costs and reve-
nues.

The Department agreed that a revised rate
and repayment study should be prepared and
that tentative cost allocations should be firmed
up. The Department did not agree that it was
necessary to compare actual repayments of the
Federal investment with annually scheduled re-
payments established on an orderly basis. We
believe such information would be useful to the
Congress and the Southwestern Power Adminis-
tration. (B-125031, Nov. 22, 1972.)

Mineral Resources

Our work on mineral resources, which we did
at the request of the Conservation and Natural
Resources Subcommittee, House Committee on
Government Operations, covered the regulation
of surface mining, the implementation of the
Federal Coal Mine Health and Safety Act of
1969, and the administration of oil and gas
operations on the Outer Continental Shelf with
respect to preventing oil spills.

Regulation of Surface Mining

We reported to the Subcommittee that the
Department’s regulations for surface exploration
and mining and reclamation of public and
Indian coal lands, although in effect for more
than 3 years, had not been effectively enforced
in several areas. For example, required technical
examinations to determine environmental effects
and to establish reclamation requirements had
not been made for many permits and leases.
Some permittees had been operating without
approved exploration plans, and some plans had
been approved without technical examinations.

We reported also that the Bureau of Land
Management had not complied with the Council
on Environmental Quality’s guidelines for pre-
paring environmental impact statements and
that the Bureau of Indian Affairs had not
developed procedures for preparing such state-
ments.
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We recommended that the Secretary of the
Interior clarify the Department’s regulations and
adopt procedures for preparing environmental
impact statements properly. (B-148623, Aug. 10,
1972.)

At the request of the Subcommittee Chairman,
we later evaluated the Department’s comments
on our report. (B-148623, Jan. 31, 1973.)

Assessment and Collection of Penalties for
Violation of Coal Mine Health and
Safety Standards

We reported to the Subcommittee on the
Bureau of Mines’ implementation of the civil
penalty provisions of the Federal Coal Mine
Health and Safety Act of 1969.

The Bureau delayed a long time in (1) assess-
ing penalties after Bureau inspectors had cited
mine operators for health or safety violations,
(2) referring cases for hearings, and (3) holding
hearings on cases disputed by mine operators.
In addition, the Bureau had not tried to collect
on an estimated 60 percent of the assessments
and its collection was not prompt on the remain-
ing 40 percent.

The act established six factors to be consid-
ered in making assessments, but the Bureau did
not develop written guidelines to aid the asses-
sors in considering these factors; the considera-
tion given to each factor was not documented,
nor did the Bureau require such documentation.

The Bureau later improved its procedures for
assessing penalties and holding hearings on
disputed cases. It also acted on our recommen-
dations that it issue guidelines for considering
the six statutory factors and give the same
priority to collecting penalties as it gave to
assessing them. (B-170686, July 5, 1972.)

Later in the year we testified before the
Subcommittee on Labor, Senate Committee on
Labor and Public Welfare, providing more in-
formation on each of the matters discussed in
our report to the Conservation and Natural
Resources Subcommittee.

Administration of Oil and Gas Operations
on the Outer Continental Shelf

The Subcommittee asked us to find out if the
Department’s inspection and regulation of oil
and gas operations on Federal leaseholds on the
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Outer Continental Shelf was adequate to prevent
oil spills.

We reported to the Subcommittee that the
Department’s Geological Survey could improve
its supervision of these operations by (1)
strengthening enforcement actions against oper-
ators violating Survey regulations, (2) establish-
ing a realistic policy on the frequency of
inspections of various types of offshore opera-
tions, considering the resources available and the
risks of oil spills. and (3) regulating certain
operations which were not regulated at the time
of our review but which had pollution potential.

Department officials informed us that actions
underway would be responsive to most of our
recommendations. Also, the Survey was imple-
menting numerous recommendations made by
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recent studies to improve Federal safety and
pollution controls. (B-146333, June 29, 1973.)

Recreation

Outdoor Recreation Grants

HUD and the Department of the Interior’s
Bureau of Outdoor Recreation provide grants to
State and local governments for recreation proj-
ects on non-Federal lands. We reported to the
Congress that these projects had met some of
the Nation’s recreation needs, but many were
located in rural and suburban areas where
residents already had access to recreation oppor-
tunities. Greater benefits could have been
achieved if more projects had been located in



densely populated, low-income areas whose resi-
dents could not easily travel.

We identified several reasons why the grant
programs had not been more successful in
meeting urban recreation needs: (1) the absence
of a nationwide recreation plan or inventory of
recreation needs and resources, (2) statutory
requirements for apportioning grant funds
among the States, (3) lack of the required 50-
percent local matching funds, (4) inadequacies
of State recreational -plans, and (5) restrictions
imposed by the States.

We made several recommendations to Interior
and HUD and the two departments generally
agreed with them. We also recommended that
the Congress authorize the Department of the
Interior to increase its grant allocations to the
more densely populated States and provide a
flexible matching formula for both Interior and
HUD grant programs. (B-176823, Oct. 5, 1972.)

Indian Affairs

In response to requests by committees or
Members of the Congress, we reviewed and
issued a number of reports on aspects of Federal
programs for Indians. These reports provided:

Information on federally owned submar-
ginal land proposed for conveyance to certain
Indian tribes or groups. (B-147652 and B-
147655, with various issue dates.)

Information on selected contracts, purchase
orders, and grants awarded to Indian tribes
and organizations. (B-114868, July 7, 1972,
and Jan. 2, 1973.)

An analysis of Federal spending for Indian
programs during the last several years. (B-
114868, May 7, 1973.)

Audit Work in Process

At the end of the fiscal year, we were review-
ing the Hydro-Thermal Power Program in the
Pacific Northwest, the coordination between the
Bureau of Reclamation and Agriculture in im-
plementing Federal irrigation programs, the
progress made in the Office of Saline Water’s
research program, and the effectiveness of the
Mining Law of 1872 in controlling the explora-
tion and development of mineral resources on

public lands.
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Department of Transportation

Enforcement of
Federal Motor Vehicle Safety Standards

We reported to the Congress that the National
Highway Traffic Safety Administration’s testing
program—its major activity for determining
manufacturers’ compliance with Federal motor
vehicle safety standards—provided little assur-
ance that motor vehicles complied with the
standards and provided the safety benefits in-
tended—protection against unreasonable risk of
accidents, injury, or death.

The testing program had not systematically
focused on problem areas having a high poten-
tial for reducing highway accidents, deaths, and
injuries. Also, the Safety Administration had not
used manufacturers’ certification data to supple-
ment and refine its limited testing program and
had not acted promptly to resolve test failure
cases.

The Department said it was doing as well as
could be expected with available resources. The
Department and automobile industry representa-
tives cautioned that use of accident data should
involve meaningful evaluation of its relationship
to specific vehicle safety standards. The repre-
sentatives agreed, however, that results of acci-
dent investigations could help determine
priorities for compliance checking and enforce-
ment. (B-164497(3), Apr. 24, 1973.)

Identifying and Correcting
Safety Defects on Light Aircraft

We reported to the Chairman, Government
Activities Subcommittee, House Committee on
Government Operations, that the Federal Avia-
tion Administration should more actively partici-
pate in the design and flight testing leading to
type certification of new and modified aircraft.

FAA had not implemented a program to
independently flight test major inservice light
aircraft for the adverse flight characteristics
identified in the Government’s 1967 and 1969
studies of pilot errors induced by aircraft design.
A number of aircraft which the Government
certified as airworthy were later found to have
design weaknesses. Although the Government
certified some of these aircraft after it had
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participated directly in developing and testing
the aircraft design, most of them were certified
by manufacturers which had been delegated
authority to determine whether the aircraft
complied with Government regulations. Al-
though it became known that aircraft had been
manufactured with design weaknesses, FAA and
the manufacturers usually did not promptly
modify the designs to correct the weaknesses.

GAO representatives testified at hearings be-
fore the Subcommittee on June 12, 1973, con-
cerning matters discussed in our report. (B-
164497(1), June 8, 1973.)

Regulating the Transportation of
Hazardous Materials

Hazardous material shipments present an in-
creasing danger to public safety. Hundreds of
new materials are developed each year and
thousands of shipments are made daily; the
annual volume is estimated to reach 1.5 billion
tons by 1980.

We reported to the Congress that the Depart-
ment needs to work toward a more effective
program to insure compliance with regulations
for safely transporting hazardous materials. The
Department’s program has been handicapped by
(1) lack of data on hazardous material ship-
ments, (2) insufficient and unsystematic inspec-
tions, and (3) inadequate enforcement. Also,
because a Federal agency can directly assess civil
penalties without the delays of processing crimi-
nal cases, effective enforcement would be pro-
moted if authority to impose civil fines were
extended to the Federal Railroad Administration
and the Federal Highway Administration. The
Coast Guard and the Federal Aviation Adminis-
tration already have such authority.

The Department said that it found our recom-
mendations valuable for improving the program
and that it planned to initiate several actions
similar to those we suggested. (B-164497, May 1,
1973.)

Testimony at Hearings

On March 7, 1973, GAO representatives testi-
fied at hearings before the Subcommittee on
Transportation, House Committee on Public
Works, on problems in implementing the high-
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way safety program administered by the Federal
Highway Administration.

Audit Work in Process

At June 30, 1973, we were reviewing the
Department’s efforts to improve cargo security;
the status of the planning, construction, and cost
growth of the Washington metropolitan area
rapid transit system; the extent to which public
takeover of bus systems through Federal grants
has fostered needed improvements; the Coast
Guard’s practices for obtaining marine traffic
control systems; and the effectiveness of the
automobile safety program administered by the
National Highway Traffic Safety Administration.

American Revolution
Bicentennial Commission

The Commission was established in 1966 to
prepare an overall program for commemorating
the bicentennial of the American Revolution and
to plan, encourage, develop, and coordinate
observances and activities focusing on the na-
tional and international significance of the
American Revolution and its implications for
present and future generations.

Pursuant to the requests of the Chairman,
House Committee on the Judiciary, and of
Senator Charles McC. Mathias, Jr., we reported
that, although the Commission had made some
progress toward a bicentennial celebration, it
was too early to judge whether the celebration
would be successful. Several factors had hind-
ered the Commission from making greater prog-
ress: (1) the Commission’s retention of
operational authority over bicentennial pro-
grams and (2) the lack of sufficient staff in the
three program areas. Some personnel practices
adversely affected staff morale and may have
contributed to delays.

The House Judiciary Committee used our
report when it was considering legislation to
reorganize the Commission. (B-166850, Dec. 21,
1972.)

Atomic Energy Commission

We mainly reviewed the Atomic Energy Com-

mission’s efforts in (1) protecting the public



from the hazards of radiation and (2) helping to
solve the Nation's energy problems. Copies of
reports issued during the year were forwarded
to the Joint Committee on Atomic Energy, which
used them in its considerations of actions pro-
posed by AEC to revise operating policies and
practices and in its oversight review of AEC
programs.

Problems in Regulating Users of
Radioactive Materials

AEC issues licenses to industrial, commercial,
medical, and educational users to insure that
they possess, use, and dispose of radioactive
materials so as to protect public health and
safety.

However, as we reported to the Congress,
AEC had not been successful in having some
licensees promptly correct questionable or po-
tentially hazardous operating practices. It had
no written criteria as to when strong enforce-
ment actions should be taken and had taken
such actions infrequently. AEC suspended licen-
sees’ operations only when the threat to the
public was immediate or when a significant
accident occurred.

Medical licensees and AEC inspectors did not
have to report accidental overexposures of pa-
tients to radiation. Further, suppliers of radioac-
tive materials had no specific requirement for
how they were to verify that customers were
authorized to receive the quantities or types of
material shipped.

AEC generally agreed with our recommenda-
tions and stated that it had begun improving its
regulation of users of radioactive materials. It
said, however, that our recommendation on
reporting wrong doses or overdoses was under
study and would be reviewed by its Advisory
Committee on the Medical Uses of Isotopes. (B-
164105, Aug. 18, 1972.)

States Regulating Users of
Radioactive Materials

Under the Atomic Energy Act, AEC may, by
formal agreement, relinquish to a State certain
of its regulatory authority over radioactive mate-
rials when it determines that the State’s program
is compatible with AEC’s program for regulating
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these materials and is adequate to protect public
health and safety.

In our report, prepared at the request of the
Chairman, Joint Committee on Atomic Energy,
we said that the States were making concerted
efforts to exercise strong radiation control pro-
grams and that AEC was providing assistance to,
and cooperating .with, the States in these efforts.
However, AEC needed to strengthen its adminis-
tration of the State programs in a number of
areas. AEC agreed with our recommendations
and took or agreed to take actions to develop
and implement an on-the-job training program
for State personnel, provide more guidance to
the States and AEC’s State program reviewers,
and improve its assistance to the States. (B-
155352, June 11, 1973.)

Management of the
Controlled Thermonuclear Research Program

At the request of the Vice Chairman, Joint
Committee on Atomic Energy, we reviewed
AEC’s management of the controlled thermonu-
clear rescarch program. The objective of the
program is to develop a major source of energy
from controlled thermonuclear fusion to help
solve the Nation’s energy problem.

AEC had various mechanisms to control and
coordinate the efforts of contractors conducting
controlled thermonuclear research. However,
AEC bad not formally defined or told the
contractors about its rule on controlled thermon-
uclear devices requiring AEC’s review and ap-
proval before fabrication. nor had it required
that any proposed devices which were revisions
or modifications of previously disapproved de-
vices be subject to AEC’s review and approval
before fabrication.

AEC established written procedures to imple-
nent our recommendations. (B-159687, Dec. 8,

1972))

Nuclear Power Reactor Inspection Program

We reported to the Chairman, AEC, on AEC’s
management of the inspection program for
nuclear power reactors. AEC needed to (1)
improve its guidance to its inspectors, (2) de-
velop a well-defined, minimum inspection pro-
gram, (3) require operating reactor licensees to
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upgrade their quality assurance plans, and (4)
require its inspectors to systematically and con-
sistently review and evaluate licensees’ ciuality
assurance audits. AEC agreed to implement our
recommendations. (B-164105. Jan. 19, 1973.)

Liguid Metal Fast Breeder Reactor
Demonstration Project

AEC was planning to enter into a cooperative
agreement with certain electric utilities and
other organizations for the design, construction,
and operation of the Nation’s first liquid metal
fast breeder reactor demonstration plant.

On August 11, 1972, AEC submitted to the
Joint Committee on Atomic Energy a Memoran-
dum of Understanding describing the basis of
the cooperative agreement. The memorandum
showed that, of the estimated $699 million cost
of the demonstration plant, AEC would contrib-
ute about $92 million in direct assistance and
about $330 million in research and development,
services, facilities, equipment, and special nu-
clear materials; utility companies would contrib-
ute about $254 million; and reactor
manufacturers would contribute from $20 to
$40 miilion.

On January 26, 1973, AEC submitted to the
Joint Committee an amendment to the memo-
randum and drafts of two related contracts.

As requested by the Chairman, Joint Commit-
tee on Atomic Energy, we issued two reports
which analyzed certain provisions of the revised
memorandum and the proposed contracts.
These reports served as the basis for certain
questions by the Joint Committee during hear-
ings on this subject on February 28 and May 4,
1973. (B-164105, Feb. 27 and Apr. 30, 1973.)

Uranium Enrichment Services

At the request of the Chairman, Joint Com-
mittee on Atomic Energy, we reviewed AEC’s
proposed revisions to its criteria and contracts
for uranium enrichment services. The revisions
would change the terms and conditions under
which AEC offers to provide uranium enrich-
ment services and would require customers to
assume a greater share of the financial risks in
supplying these services.

AEC and industry generally agree that more
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Uranium Enrichment Complex, Oak Ridge, Tennessee.

enrichment plants will be needed to meet the
future demand for enrichment services. There
are uncertainties, however, as to when the
demand will exceed the supply and who will
provide the services—the Government or indus-
try.

The objectives of AEC’s proposed revisions
were to help remove these uncertainties by (1)
firming up future demand for enrichment serv-
ices and (2) helping private indusiry enter the
uranium enrichment services business, still a
Government activity.

Our report served as a basis for certain
questions raised by the Committee during hear-
ings held on March 7 and 8 and April 18, 1973.
(B-159687, Mar. 5, 1973.)

Audit Work in Process

Audit work in process included reviews of
AEC’s (1) water reactor safety research program,
(2) program for protecting special nuclear mate-
rial held by licensees, and (3) management
controls over the design, fabrication, and use of
containers for transporting radioactive materials.

Environmental Protection Agency

Administration of Water Pollution Research,
Development, and Demonstration Program

We reported to the Congress that, although
the Federal Water Pollution Control Act author-
izes grants primarily for demonstrating new or



improved methods of controlling water pollu-
tion, including industrial waste treatment meth-
ods, EPA had awarded many grants for
constructing and operating full-scale waste treat-
ment projects which used mainly conventional
methods of water pollution control. We attrib-
uted this condition to the lack of clear guidelines
for reviewing and evaluating grant applications
under the demonstration program.

Also, EPA took considerable time to review

and approve applications, so new projects and
extensions of ongoing projects were delayed; it
inadequately monitored ongoing research proj-
ects; and it did not promptly obtain the results
of completed research projects from grantees
and contractors and distribute them to potential
users. /
In addition, EPA underused its laboratories
for in-house research; they were not fully
staffed; and the research staffs spent considera-
ble time on othcr duties. We identified labora-
tory equipment that was underused or excess to
EPA’s needs, and thus available for sharing or
pooling.

EPA agreed to implement our recommenda-
tions. (B-166506, Nov. 21, 1972.)

Need to Control Discharges from Sewers
Carrying Both Sewage and Storm Runoff

Untreated or inadequately treated sewage dis-
charged from sewers carrying both sewage and
storm runoff (combined sewers) is a major
pollution problem and has prevented many
areas, primarily in the Northeast and Midwest,
from attaining Federal and State water quality
goals. We reported to the Congress that, al-
though some communities had tried to abate
such discharges, Federal and State water pollu-
tion control agencies had placed little emphasis
on correcting the problem, primarily because of
the high cost which, as of October 1972, EPA
estimated would amount to $70 billion.

Limited Federal and State funds have been
available for projects to control such discharges.
Many municipalities could, however, achieve
substantial benefits through a program of
phased construction.

The Federal Water Pollution Control Act
Amendments of 1972 (Public Law 92-500) pro-
vide additional funding and authority which
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should enable EPA to deal more effectively with
the combined sewer problem.

In line with our recommendations, EPA
agreed to require (1) States to identify all
municipalities having combined sewer dis-
charges, (2) States and municipalities to study
their combined sewer problems and the alterna-
tives available on a municipality-by-municipality
basis, and (3) States and municipalities to de-
velop and submit to EPA plans, including
phased construction programs, for controlling
and abating the polluting discharges. EPA
agreed also to consider awarding construction
grants for phased construction projects. (B-
166506, Mar. 28, 1973.)

Efforts to Remove Hazardous Pesticides
From the Channels of Trade

In a report to the Congress we stated that
EPA’s suspensions and cancellations of the regis-
trations of certain hazardous pesticides had been
only partly effective because EPA allowed other
pesticides containing the same ingredients and
registered for the same uses to remain on the
market. For example. although EPA suspended
certain 2, 4, 5-T registrations because of a
highly toxic contaminant—dioxin—it did not
suspend other pesticides containing dioxin. EPA
said the factors affecting suspension were too
complex to permit uniform criteria and that the
question of dioxin safety was being researched.

Registrants who appealed EPA decisions to
cancel registrations were allowed to continue
marketing the pesticides for all registered uses
until the appeals were resolved. We recom-
mended, and EPA agreed, that the pesticides be
marketed only for the specific uses that were
appealed.

Also, EPA had not consistently applied its
policy of requesting manufacturers to recall
hazardous pesticides whose registrations were
suspended. EPA stated that recalling some pesti-
cides would be more hazardous than using them
according to label directions. We believe that
recall would create no hazards other than those
encountered in distributing the pesticides and
would insure proper disposal. (B-133192, Apr.
26, 1973.)
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Testimony Before Congressional Committees

On March 28, 1973, we testified before the
Subcommittee on Air and Water Pollution, Sen-
ate Committee on Public Works, concerning
EPA’s allocations of funds and personnel to
implement programs under the Clean Air Act,
the Solid Waste Disposal Act, the Federal Water
Pollution Control Act, and the Noise Control
Act. The testimony was based primarily on
information in our February 12, 1973, report
(B-166506) to the Chairman, Senate Committee
on Public Works.

On May 31, 1973, we testified before the
Subcommittee on the Environment, Senate Com-
mittee on Commerce, concerning our review of
Federal and State programs for insuring that
drinking water is pure and safe.

Audit Work in Process

As required by the Federal Water Pollution
Control Act Amendments of 1972, we were
reviewing all federally assisted or supported
research, pilot, and demonstration programs
related to preventing and controlling water pol-
lution to assess conflicts between, and the coor-
dination and efficacy of, such programs.

Tennessee Valley Authority

Reclaiming Strip-Mined Lands

We reported to Congressman Ken Hechler
that the land reclamation requirements in coal
purchase contracts awarded by TVA before
December 1971 did not provide sufficiently
precise standards to insure that strip-mined
lands were adequately restored. These require-
ments did, however, represent a significant step
toward reducing environmental damages to the
land caused by strip-mining.

Although the requirements in TVA’s later coal
purchase contracts were more specific and were
an improvement in the approach to reclaiming
strip-mined lands, we identified opportunities
for TVA to improve its requirements and its
enforcement of them. For example, TVA should
consider further limiting mining on steep slopes
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requiring grading to conform more closely to
the original contours of the land. Also, TVA
should give careful attention to the problem of
excess soil acidity before including an area in an
approved mining plan and stockpiling topsoil
and using it to increase vegetation. (B-114850,
Aug. 9, 1972)

Alternative to the Requirement for
Repayment of Federal Investment

At the request of the Chairman, Subcommittee
on Public Works Appropriations, House Com-
mittee on Appropriations, we reported on an
alternative to the present requirements for re-
paying the Federal investment in TVA’s electric
power system. This alternative would tend to
reduce or postpone future power rate increases.
TVA would continue to make annual payments
to the Treasury as a return on the investment
but would no longer have to make annual
repayments of the principal. TVA’s rate of
return would always be equal to the Treasury’s
current interest costs; thus there would be no
net interest cost to the Treasury as a result of
the alternative method.

We estimated that, for fiscal year 1974
through the end of the repayment period (fiscal
year 2014), using the alternative method could
result in TVA power customers realizing savings
of about $287 million.

On May 2, 1973, we testified on this report at
public hearings held by the Subcommittee. (B-
114850, Apr. 27, 1973.)

National Railroad Passenger
Corporation (AMTRAK)

AMTRAK—a private, for-profit corporation
created by the Congress to operate and revitalize
intercity rail passenger service—uses the facilities
of 13 railroads to provide service and reim-
burses the railroads for operating costs exceed-
ing revenues. AMTRAK receives Federal
financial assistance through grants from the
Department of Transportation. AMTRAK began
operating on May 1, 1971, and lost $155 million
during the first 14 months of operations.

The Chairman, Subcommittee on Transporta-
tion and Aeronautics, House Committee on



Interstate and Foreign Commerce, asked us for

a full evaluation of railroad passenger service-

under the Rail Passenger Service Act of 1970.
We finished reviewing some of AMTRAK’s activ-
ities and were reviewing others at the end of the
fiscal year.

Need to Improve Condition of
AMTRAK Trains

We inspected AMTRAK’s trains and reviewed
their repair and maintenance in 1972. Our
report to the Subcommittee Chairman stated
that the general cleanliness of passenger cars
and the condition of onboard equipment, such
as air conditioning, was unsatisfactory on many
trains.

AMTRAK has not (1) carried out the congres-
sional directive to take direct control over main-
tenance and repair, (2) been able to keep its
trains in good operating condition because its
contracts with the railroads do not provide for
an effective maintenance program, and (3) ade-
quately monitored the railroads’ activities.
AMTRAK has lost revenue and incurred addi-
tional costs by renting cars because one-third of its
fleet was out of service during much of 1972 for
maintenance, repair, or refurbishment.

AMTRAK, the Department of Transportation,
and the Interstate Commerce Commission gen-
erally agreed with our conclusions and recom-
mendations. AMTRAK said that it was taking
actions, similar to those we recommended, to
improve the condition and operation of its
trains. (B-175155, June 21, 1973.)

Analysis of Railroad Passenger Service
Train Scheduling and Operations

We hired a firm of transportation consultants
to study intercity passenger train scheduling and
operations to determine how well passenger rail
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service matched passenger demands and desires.
The consultant firm’s report was furnished to
the Subcommittee Chairman.

On the basis of its study, the consultant firm
said that:

AMTRAK should better match train make-
ups to traffic requirements to obtain better
use of equipment.

Because many passengers ride coaches only,
coaches should be used as much as possible;
parlor cars, sleeper cars, and separate dining
cars, which are costly to operate, should be
used as little as possible, except where profita-
ble.

Given the low loadings on many AMTRAK
routes, particularly the shorter haul routes,
alternate equipment, especially the rail diesel
car, should be considered.

To reduce variations in traffic, AMTRAK
should experiment with differential fares, i.e.,
charging lower fares on days when traffic is
light and premium fares in peak periods.

Because terminal costs are substantial and
AMTRAK makes many train stops at low-
revenue-producing cities, AMTRAK should
study the location and frequency of its stops
and the costs associated with them.

Because passenger rail service is generally a
leisure-time transportation mode, AMTRAK
should study how it can tap the growing
market of recreational travel.

AMTRAK should establish and finance an
adequate program to collect and analyze mar-
ket data as a basis for planning operations.

AMTRAK said that it recognized the validity
of the consultant’s observations but that it had
found many institutional railroad practices
which inhibited instant and dramatic change.
AMTRAK said that it was striving to overcome

these practices and expected continued improve-
ment. (B-175155, Feb. 22, 1973.)
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CHAPTER TEN

GENERAL GOVERNMENT
OPERATIONS

Responsibilities

The General Government Division is responsi-
ble for audit work at the Departments of Com-
merce, Justice, and the Treasury; the District of
Columbia Government; the Small Business Ad-

ministration; the United States Postal Service;
certain regulatory agencies; the legislative and
judicial branches; and various other agencies
and commissions. It is also responsible for audit
work related to Federal, State, and local inter-
governmental relations. This division is under
the supervision of Victor L. Lowe, Director. Its
organization chart appears on the following

page.

Audit Reports

During fiscal year 1973, 71 reports relating to
this area of responsibility were submitted to the
Congress—14 to the Congress, 26 to congres-
sional committees, 22 to Members, and 9 to
officers of the Congress on activities of the
legislative branch. We also issued 29 reports to
department or agency officials. A list of these
reports is included in appendix 2. The numbers
and types of reports completed are shown in the
following tabulation.

The rest of this chapter summarizes the prin-
cipal audit work completed in these departments
and agencies during the year and in process at
the end of the year.

Reports submitted to

Members Officers
Congressional of of Agency Totals
Congress committees Congress Congress officials

Departments:

COMMETrCE «.vvevrrasensrnssrossssoensnssne 2 4 1 . 10 17

Justice +oviviiiiiiii i ittt i . 3 3 7 - 3 16

Treasury ovevvvnveseeroornsnssacasaosns e 1 5 ves e 3 9
Independent agencies:

District of Columbia Government ........... e 3 1 1 13

Executive Office of the President ............. .. 1 3

Federal Communications Commission ......... 1 . 1 2

Small Business Administration ......cov0evens . 1 1

Smithsonian Institution ............... e .. 1 ‘e v e 1

United States Postal Service ......... cereesan 1 11 e 10 25
Legislative branch:

Architect of the Capitol .............covvett, . 1 . 1

House of Representatives ......ovvvaieennen, . 2 1 7 10

SENALE vt vevernrenreraetsan ittt rreen NN 1 1

United States Capitol Historical Society ....... 1 e e e 1

TOtal wuvereerieieneraeeas e 14 26 22 9 29 100
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GENERAL GOVERNMENT DIVISION

DIRECTOR

V. L. LOWE

DEPUTY DIRECTOR

VACANT

I. M. CRAWFORD
H. F. COFFMAN
C. P. MCAULEY

R. A. PETERSON

DEPARTMENT OF THE TREASURY

REGULATORY AGENCIES (CAB, FCC, FMC,
FPC, FTC, ICC, SEC)

EXECUTIVE OFFICE OF THE PRESIDENT
(EXCEPT OEO AND THE OFFICE OF TELE-
COMMUNICATIONS POLICY)

U.S. TARIFF COMMISSION
U.S. TAX COURT
GOVERNMENT-WIDE STUDIES

VACANT

W. J. ANDERSON
A. P. JONES

D. C. PULLEN

UNITED STATES POSTAL SERVICE
DEPARTMENT OF COMMERCE
SMALL BUSINESS ADMINISTRATION
REGIONAL COMMISSIONS:
APPALACHIAN REGIONAL COMMISSION
COASTAL PLAINS REGIONAL COMMISSION
FOUR CORNERS REGIONAL COMMISSION
NEW ENGLAND REGIONAL COMMISSION
OZARK REGIONAL COMMISSION

UPPER GREAT LAKES REGIONAL
COMMISSION

M. A. NEUWIRTH
. G. ABSTON

. W. LYLE

. MEDICO

F. STANTON

mmo

A. M. HAIR
S. J. VARHOLY

DEPARTMENT OF JUSTICE
LEGISLATIVE BRANCH (EXCEPT GPO)
D. C. GOVERNMENT

SMITHSONIAN INSTITUTION

NATIONAL FOUNDATION ON THE ARTS AND
THE HUMANITIES

NATIONAL CAPITAL HOUSING AUTHORITY

DISTRICT OF COLUMBIA REDEVELOPMENT
LAND AGENCY

SELECTED COMMITTEES AND COMMISSIONS !
JUDICIAL BRANCH

INTERGOVERNMENTAL RELATIONS
(EXCEPT AUDIT STANDARDS)

ADVISORY COMMISSION ON INTERGOVERN-
MENTAL RELATIONS

GENERAL REVENUE SHARING
GOVERNMENT-WIDE STUDIES

ADMINISTRATIVE/TECHNICAL STAFF

O. D. MeDOWELL
E. C. MESSINGER
W. L. RUSS

1 Committee for the Preservation of the White House
Federal Advisory Council on Regional Economic
Development
Joint Commission on Coinage
Netional Visitor Facilities Advisory Commission

PLANNING, REPORT REVIEW
LEGISLATIVE, SPECIAL STUDIES
CONGRESSIONAL COMMITTEE ASSIGNMENTS

Permanent Committee for the Oliver Wendell Holmes Devise

JUNE 30, 1973
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Aerial view of the San Fernando Veterans Administration Hospital where 46 patients and hospital workers were killed during the San

Fernando, California, earthquake of February 9, 1971.

Department of Commerce

During the year we continued our audits of
Department of Commerce activities, emphasizing
economic development, marine and earth sci-
ences, and maritime programs.

National Earthquake Research Program

Our report to the Congress stated that the
responsibility for earthquake research was di-
vided among several Federal agencies and that
national goals had not been established. Because
agencies generally had not coordinated their
earthquake research activities, research over-
lapped.

We recommended that the Office of Manage-
ment and Budget define Federal earthquake
research program goals and Federal agencies’
responsibilities for achieving these goals. OMB
agreed with our recommendations and stated it
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would define agency responsibilities, develop
criteria for evaluating the effectiveness of the
agencies’ programs, and monitor agency earth-
quake research activities with the assistance of
the Office of Science and Technology. OMB said
it may want to establish an independent group
to evaluate agencies’ effectiveness and to advise
the Executive Office of the President. (B-
176621, Sept. 11, 1972.)

Assistance Program for U.S.
Fishing Vessel Operators

The National Marine Fisheries Service of the
National Oceanic and Atmospheric Administra-
tion administers three financial assistance pro-
grams to help make the U.S. fishing fleet more
efficient and more competitive with other na-
tions.

We reported to the Congress that these pro-
grams have had limited success. Instead of



improving vessels and equipment for more effi-
cient and profitable fishing, many loans made
under the programs allowed continued use of
inefficient vessels. The Administration generally
agreed that a relatively small portion of loan
funds had been directed solely to modernize
fishing vessels, although improvement of vessels
and equipment probably was the principal objec-
tive of the Fish and Wildlife Act.

We recommended that the Administration (1)
establish criteria for determining vessel effi-
ciency and (2) publish guidelines for determin-
ing whether financial assistance will upgrade a
vessel. The Administration agreed and stated it
would immediately follow up on our recommen-
dations. (B-177024, Feb. 22, 1973.)

U.S. Metric Study

At the request of Congressman H. R. Gross,
we evaluated the Department of Commerce U.S.
Metric Study report to the Congress. The study
concluded that the Nation was already becoming
metric and that the question was whether the
change should be made under a planned na-
tional program. .

We reported that (1) in its comparative analy-
sis of costs to manufacturers, the study omitted
the amount of interest on the time value of
money needed to change to metric, (2) contrary
to what the study showed, the 10-year planned
changeover would cost more than the 50-year,
no-plan changeover, (3) in discussing a potential
increase in exports, the study did not report on
a potential offset through substantially increased
imports, and (4) with respect to small business,
the study did not fulfill the intent of the
Congress. (B-140339, Mar. 27, 1973.)

Because the Subcommittee on Science, Re-
search, and Development, House Committee on
Science and Astronautics, had scheduled hear-
ings on proposed legislation to adopt the metric
system, we obtained Congressman Gross’ permis-
sion to give a copy of our evaluation to the
Subcommittee for the hearings. (B-140339, Mar.
28, 1973.)

Fish Protein Concentrate Program

At the request of the Chairman, Subcommittee
on Fisheries and Wildlife Conservation, House
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Committee on Merchant Marine and Fisheries,
we reviewed the fish protein concentrate pro-
gram administered by the National Marine Fish-
eries Service of the National Oceanic and
Atmospheric Administration. Under this pro-
gram an experimental plant was established to
demonstrate the economic feasibility of commer-
cially producing fish protein concentrate.

We concluded that, although the experimental
plant had not achieved its purpose, it had been
useful in developing a process for producing the
concentrate. However, the Government would
realize only limited benefits if it continued
operating the plant.

We suggested that, if the program were ex-
tended, the Subcommittee should consider in-
structing the Fisheries Service to (1) identify
potential fish protein concentrate markets, (2)
determine available fish resources, (3) evaluate
sites for relocating the experimental plant closer
to the source of fish supply, and (4) complete
research into fish storage methods. (B-157927,
May 25, 1973.)

Audit Work in Process

Audit work in process at June 30, 1973,
included reviews of the Maritime construction
differential subsidy, the effectiveness of regional
economic development commissions, and ocean-
ographic research.

Department of Justice

Our audits at the Department of Justice were
concerned principally with the areas of narcotics
and dangerous drugs, law enforcement assist-
ance, and entry and deportation of aliens. A
large part of our work was done in response to
congressional requests.

Nationwide Criminal Data Exchange System

A nationwide computerized criminal history
exchange system will enable law enforcement
agencies, courts, and correctional institutions to
determine, in seconds, whether an individual has
a criminal record. The Law Enforcement Assist-
ance Administration awarded grants totaling
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about $4 million for developing a prototype of
such a system.

We reported to the Congress that, according
to Administration and State offidals, an ex-
change system for the 50 States could cost at
least $100 million but the cost to develop a fully
operational system had not been determined.
Therefore, Federal, State, and local governments
cannot determine whether they will be able, or
willing, to meet the financial requirements of
developing and operating the system. Also, law
enforcement agencies, courts, and correctional
institutions had not reported all arrest and
disposition data to the States for entry into the
system. Until they do, system users have no
assurance that the data they receive is complete
or accurate.

The Department of Justice stated that it was
taking actions to provide cost data and improve
the reporting of arrest and disposition data. (B-
171019, Jan. 16, 1973.)

Port-of-Entry Inspections

By 1978, 274 million persons are expected to
enter the United States annually. This would be
an increase of 44 million since 1970. Air arrivals
alone are expected to increase from 14 million
in 1970 to 33 million in 1978.

We reported to the Congress that inspection
resources of responsible Federal agencies—Im-
migration and Naturalization Service, Depart-
ment of Justice; Bureau of Customs,
Department of the Treasury: Public Health
Service, Department of Health, Education, and
Welfare; and Department of Agriculture—are
strained by the increased number of arrivals,
particularly at international airports. This situa-
tion is further aggravated by the uneven distri-
bution of arrivals during the day and year. The
increases in and concentration of air arrivals and
the present four-way division of inspections
contribute to management problems. At Ken-
nedy airport in New York, the agencies:

Must staff and supervise inspection operations
at four ditferent locations.

Have different policies and procedures for
establishing work shifts and billing airlines for
services rendered.

Have different pay scales for overtime work
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which results in wide disparities in pay for
inspectors performing similar work.

At peak traffic periods, the pressure to quickly
process arrivals dilutes the quality of inspections.

The four agencies have recognized that a
fragmented approach to inspections will not
develop a more efficient and effective inspection
system. Difficulties in multiagency cooperation
have made it hard to improve the system.

We recommended that the Office of Manage-
ment and Budget cooperate with the four agen-
cies to implement single-agency management of
port-of-entry inspections.

On March 28, 1973, the President transmitted
to the Congress a reorganization plan which
included a proposal to transfer Immigration’s
inspections to Customs. This would be a signifi-
cant first step in eliminating fragmented inspec-
tion management. Although the plan was
approved, the transfer was not carried out. The
Office of Management and Budget advised us in
June 1973 that it agreed with the decision not to
transfer Immigration’s inspections to Customs
because the reorganization plan was not appro-

e
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Straw-covered wine bottles containing heroin. A small amount of
wine In the top of the bottle was separated from the bottom of the
jug by a layer of glass

priate for such a transfer; however, it had no
objection to our conclusion and recommenda-
tions.

Immigration, Customs, and Agriculture
agreed with our recommendation. The Depart-
ment of Health, Education, and Welfare did not
agree and emphasized that only experienced
inspectors understanding disease epidemiology
could adequately carry out their inspections. We
said that single-agency management would not
eliminate expertise in a particular inspection
function. (B-114898, May 30, 1973.)

Drug Abuse Programs

At the request of Congressman Charles B.
Rangel, we looked into the progress being made
in controlling illicit narcotics traffic in Europe
and the Near East (sources of most heroin
reaching the United States). We reported that
the Bureau of Narcotics and Dangerous Drugs
and U.S. Embassy officials have succeeded in
getting foreign governments to better control
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illicit narcotics traffic; however, the following
obstacles must be overcome.

National police forces lack reliable means of
exchanging intelligence and make little effort
to recruit and use informers.

National laws prevent police forces from
performing undercover work.

National laws in some countries do not
permit law enforcement authorities to grant
immunity or to bargain for reduced sentences.

Bureau agents assigned overseas do not
speak or write fluently in the language of
countries where they operate.

The Bureau does not have a policy encour-
aging agents with special interests and skills to
accept long-term overseas assignments.

We recommended that the Attorney General
take necessary actions to:

Insure that all special agents assigned to
foreign posts are proficient in the host coun-
try language.

Establish a policy which would encourage
agents with special interests and skills to
accept long-term overseas assignments.

The Bureau agreed with our findings and

DRUG ABUSE
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conclusions and told us that actions had been or
would be taken to implement our recommenda-

tions. (B—164031(2), Oct. 20, 1972.)

Congressman Rangel also requested that we
examine efforts being made to intercept heroin
entering Harlem in New York City through the
Port of New York and Kennedy International
Airport. Our report concluded that the nature
and magnitude of heroin smuggling and the
Bureau of Customs’ mission, workload, and
manpower make it unrealistic to expect Customs
inspections to prevent most heroin from being
smuggled into the United States. Also, a conflict
existed between Customs and the Bureau of
Narcotics and Dangerous Drugs on the question
of jurisdiction over the control of narcotics
smuggling. Reorganization Plan No. 2 of 1973
eliminated the conflict by creating the Drug
Enforcement Administration as an agency in the
Department of Justice.

We recommended that the Secretary of the
Treasury:

Establish, on a test basis, a mobile blitz force to
make intensive searches of cargo which, on
the basis of supplied intelligence, is a sus-
pected means of smuggling.

Develop a management information system
to provide continuing data on the effective-
ness of inspectors.

Obtain intelligence from the National Intel-
ligence Office established by the President in
the Department of Justice and from the
international narcotics data bank being estab-
lished by the Bureau of Narcotics and Dan-
gerous Drugs.

We also recommended that the Attorney Gen-
eral take necessary actions to furnish Customs
with intelligence on smuggling methods and
routes and, when available, on ships and cargoes
which should be searched. Customs and the
Bureau of Narcotics and Dangerous Drugs
agreed with our findings and conclusions. (B-
164031(2), Dec. 7, 1972))

Our report to the Congress on drug abuse was
the result of our Government-wide survey to
identify and determine the extent of Federal
agencies’ involvement in drug abuse programs.
We did not evaluate individual programs but
observed some major problems and overall ef-
forts, We concluded that—although Federal
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agencies had increased their funding for treat-
ment and rehabilitation, law enforcement and
control, education and training, and research—
they were not effective in curbing drug abuse.
The President has emphasized a need for a
national strategy to coordinate the various solu-
tions. (B-164031(2), Aug. 14, 1972))

Grants to States for
Correctional Programs

Law Enforcement Assistance Administration
funds can be used for corrections projects to
improve and strengthen law enforcement.

In response to a request from the Chairman,
Subcommittee No. 3, House Committee on the
Judiciary, we reported that the Omnibus Crime
Control and Safe Streets Act of 1968, which
established the Administration, does not define
the term “corrections,” nor does the Administra-
tion. Therefore corrections projects are reported
under various categories, as determined by each
State, and the Administration is unable to read-
ily provide information to the Congress on the
types of corrections projects funded or the
amount of expenditures incurred. (B-171019,
Apr. 4, 1973.)

Audit Work in Process

Audit work in process at the Administration at
the year end included reviews of (1) comprehen-
sive law enforcement planning under the Omni-
bus Crime Control and Safe Streets Act, (2)
discretionary grant programs, (3) grants to im-
prove court systems, and {4) the effectiveness of
selected action grant projects. Also, an audit of
the Minnesota Governor’s Commission on Crime
Prevention and Control is being conducted in
cooperation with the Minnesota Public Examiner
and the Administration’s Office of Audit.

At the Drug Enforcement Administration, au-
dit work in process included reviews of legal
opium imports into the United States, efforts to
immobilize major narcotics traffickers, efforts to
identify and eliminate illegal sources of danger-
ous drugs, and measures being taken to stop the
flow of narcotics from and through Mexico and
Central America.



Department of the Treasury

Our audit work at the Department of the
Treasury during the year empbhasized the areas
of taxes and duty payments. Other matters
summarized below included the reprograming of
Internal Revenue funds.

Appropriations Commitiees Not Advised
on Reprograming of Funds by the
Internal Revenue Service

During fiscal years 1970, 1971, and 1972, the
Internal Revenue Service reprogramed $10.1
million, $13.7 million, and $18.9 million, respec-
tively, between categories of expenses without
the Appropriations Committees’ approval. In
fiscal years 1971 and 1972 most of the repro-
gramed funds became available because IRS (1)
did not use all the man-years which the Appro-
priations Committees had approved for data
processing operations and (2) requested and
received supplemental appropriations for pay
increases which were not fully used to finance
personnel costs.

In our report to the Chairmen of the Senate
and House Appropriations Committees, we rec-
ommended that IRS consult with the Appropria-
tions Committees about limiting the amount of
reprograming activity allowed without the Com-
mittees’ approval and advise the Committees of
any proposed reprograming of funds exceeding
this limitation. The Commissioner of IRS agreed
with our recommendations. (B-133373, May 1,
1973.)

Duty Payments Delayed on Lead and Zinc
Imported into Bonded Warehouses

During 1971 American smelting and refining
companies imported about 128 million pounds
of lead and about 455 million pounds of zinc
into bonded warehouses. Duties on these im-
ports totaled about $4 million.

The Tariff Act of 1930 permits deferring
payments of duties on lead and zinc until the
metal enters domestic commerce, or until 3 years
elapse, whichever happens first. If metals are
exported, charges are canceled. Importers sub-
mit monthly reports to the Bureau of Customs
showing the inventories of lead and zinc in their
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bonded warehouses. If the quantities of lead or
zinc on which the duty payments have been
deferred exceed the inventories, the importer is
required to pay the duty on the excess quan-
tities.

In our report to the Chairmen, Senate Com-
mittee on Finance and House Ways and Means
Committee, we stated that some importers de-
layed the payment of duties by including in their
reported inventories wastage metal, which is not
dutiable, and slag metal, which was accumulated
more than 30 years ago, and by transferring
liabilities for duty payments from one company
to another.

We recommended that the Committees con-
sider amending the Tariff Act of 1930 to (1)
prohibit the inclusion of lead and zinc wastage
and slag in inventories and (2) delete the provi-
sion permitting transfer of liability for duty
payments from one company to another without
a transfer of the metal. (B-114898, Jan. 18,
1973.)

Duty Refunds on Products Exported Under
Programs of the Agency for
International Development

The Tariff Act of 1930 provides for refund-
ing duty (drawbacks) on exports manufactured
from duty-paid imported material or from simi-
lar domestic material substituted for the duty-
paid imported material. This provision is de-
signed to encourage exports by recovering du-
ties on exports which compete with foreign-
made goods.

In our report to the Chairmen, Senate Com-
mittee on Finance and House Ways and Means
Committee, we concluded that paying drawback
on exports under Agency for International De-
velopment programs is not necessary to encour-
age foreign commerce because the terms of the
agreements preclude foreign competition. Ac-
cordingly, we recommended that the Commit-
tees consider legislation to amend the Tariff Act
of 1930 to prohibit drawback for products
exported under AID programs. (B-114898, June
25, 1973.)
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Audit Work in Process

Reports on collecting delinquent taxes and on
reviewing overtime payments to employees of
four Federal agencies at ports-of-entry were in
process at the end of the year.

District of Columbia

Our more significant reviews at the District of
Columbia related to manpower training, correc-
tional facilities, and regulatory fees.

Manpower Training Services
for the Disadvantaged

We reported to the Congress that a maze of
individual and uncoordinated local delivery sys-
tems existed in the District of Columbia for
providing similar job training and employment
services to the same group of District residents
under 17 Federal manpower programs. Such
systems resulted in a complex, confusing, and
ineffective effort to assist persons in becoming
gainfully employed.

The Commissioner of the District of Columbia
agreed with our findings and directed his Man-
power Advisory Committee to develop a com-
prehensive plan for providing manpower
services.

Congressional action is needed to achieve a
comprehensive manpower services delivery sys-
tem for the District and the Nation. We recom-

Pictured are Robert F. Derkits and John S. Kalmar of the District
audit staff making an audiovisual presentation of the GAQ findings
in manpower programs to the Mayor's Manpower Advisory Com-
mittee and 1ts subcommittee on September 19, 1972, in the Mayor's
Cabinet room in the District Building.
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mended to the Congress that it consider
legislation to reorganize the federally assisted
manpower programs, through consolidation or
through some other appropriate means, to
streamline the program for effectively coordinat-
ing efforts for training the disadvantaged to
become employed.

We made audiovisual presentations to congres-
sional staff members to demonstrate the serious-
ness of the problems associated with the Federal
manpower programs in the District. Our report
was used to support a bill later introduced in the
Congress to consolidate manpower training pro-
grams. (B-146879, Jan. 30, 1973.)

Building and Staffing
New Correction Facilities

In fiscal year 1972, the Congress authorized
$65.2 million for the District of Columbia to
construct 4 new correctional facilities to house
2,000 additional inmates. The District expected
some of the facilities to be operational in fiscal
year 1974.

In response to a request from the Chairman,
Subcommittee on the District of Columbia, Sen-
ate Committee on Appropriations, we reported
that the proposed facilities and related person-
nel staff requirements were not needed. The
District’s estimate of future inmate population,
used to justify the construction program, was
overstated, and the anticipated increase in in-
mates had not materialized.

Subsequently, the Commissioner of the District
of Columbia canceled plans to construct addi-
tional facilities. (B-118638, Mar. 7, 1973.)

Policy for Establishing Regulatory Fees

In fiscal year 1971, revenues collected by the
District of Columbia from regulatory fees
amounted to about $2.9 million. The District is
required by law to charge fees that generally
recover costs of regulatory services provided,
such as issuing permits and performing inspec-
tions.

We reported to the Congress that the District
had not developed an adequate policy for estab-
lishing regulatory fees. Fees were revised only
once in the 14 years before 1970. In 1970 fees
were increased by about 32 percent; however,



available cost data showed that fee increases
averaging 200 percent were necessary to recover
costs.

The Commissioner of the District of Columbia
stated that he had directed the development of a
defined policy for establishing regulatory fees
and that the policy would be consistent with the
full recovery, where authorized, of all costs
related to issuing specific types of permits,
certificates, and licenses, consistent with the
public interest. (B-118638, July 12, 1972.)

Audit Work in Process

Audit work in process at the end of the year
included a review of the deployment of police
officers, a study of seven Federal programs and
one District program for delivering health ser-
vices in outpatient health centers, and a review
of the feasibility of using productivity and effec-
tiveness measurements as management tools for
improving personnel management in the Dis-
trict.

Small Business Administration

During the year we continued our audits .of
Small Business Administration activities, empha-
sizing (1) programs to benefit minority business
enterprises, (2) assistance to disaster victims, and
(3) the feasibility of establishing a consistent
Government-wide interest rate policy. These re-
views were in process at June 30, 1973. We
issued one report to the agency on our examina-
tion of the lease-guarantee program.

Assistance to Disaster Victims

In response to the requests of the Senate
Appropriations and House Public Works Com-
mittees, we reviewed various programs for pro-
viding financial and housing assistance to
disaster victims. We covered five major disasters
and presented our findings and observations
during oral briefings to congressional committee
staffs and agency officials.
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Regulatory Activities

Enforcement of
Communications Regulations

To achieve maximum use of the radio spec-
trum—the vital, natural resource on which radio
communications is conducted—the Federal Com-
munications Commission has prescribed regula-
tions for radio users.

We reported to the Congress that the Com-
mission’s enforcement program had been inef-
fective in achieving compliance with its
regulations; therefore, use of the spectrum had
been impaired.

The Commission did not possess the mobile
monitoring capability needed to effectively mon-
itor use of the spectrum. A substantial amount
of technical personnel time was spent on tasks
that contributed little toward maximizing the use
of the radio spectrum, and forceful action had
not been taken against violators of its regula-
tions. The Commission had not reevaluated (1)
its enforcement problems and objectives, (2) the
relative importance of, or the need for, existing
enforcement activities, or (3) the role and pro-
gram of its field offices.

We made several recommendations to the
Commission on these matters. The Chairman of
the Commission cited actions taken, or planned,
to improve its overall management.

We also recommended that the Congress
amend the Communications Act of 1934 to
transfer to the Department of Transportation
responsibility for inspecting radios on compul-
sory equipped ships. The Department of Trans-
portation is responsible for developing national
transportation policies and programs, including
safety programs for all modes of transportation.
(B-159895, Nov. 3, 1972.)

U.S. Postal Service

Most of our audits at the U.S. Postal Service
during the fiscal year concerned the quality of
mail service in various parts of the United States
and nationwide. Other aspects of postal opera-
tions reviewed included (1) the Postal Service’s
revenue and cost analysis system, (2) the letter
mail code sort system, and (3) various aspects of
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postal facility acquisition. Much of our work was
done in response to requests from committees
and Members of Congress.

Review of Quality of
Mail Service in Florida

In a report prepared at the request of Con-
gressman Paul G. Rogers, we concluded that
mail service in Florida had deteriorated and that
the problems affecting it were part of a nation-
wide pattern.

Mail volume in some areas, including Florida,
increased at a faster rate than the Postal Service
anticipated during calendar year 1972. Also,
changes in the mail distribution system increased
the workload at certain facilities, including the
Miami, Orlando, and Tampa Post Offices. At the
same time, the number of postal employees
decreased. Thus, many facilities did not have
enough employees to cope with increased work-
loads.

Letter-sorting machines scheduled for installa-
tion in the Miami and Orlando Post Offices
before Christmas 1972 were not delivered until
January 1973. Use of existing letter-sorting ma-
chines in Florida post offices resulted in much
misdirected mail because of machine and opera-
tor errors.

Postal Service management acknowledged that
the Service did have problems. Regarding Flor-
ida, the following actions were taken to improve
service.

Local postal facilities were given the author-
ity and funds to hire additional personnel.

Additional letter-sorting machines were in-
stalled.

A new mechanized postal facility was sched-
uled to open in March 1973 to reduce the
workload at other facilities.

Postal Service headquarters is closely moni-
toring Florida operations. (B-114874, May 2,
1973.)

In response to requests from other Members
of Congress, we are conducting similar reviews
in 14 other States.

Improvements Needed in Collection of Data”
for the Revenue and Cost Analysis System

Under its revenue and cost analysis system,
the Postal Service allocates total postal revenues
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and in-office labor costs to the various classes of
mail and types of service. This is done on the
basis of a statistical sampling of revenue and cost
data at selected post offices. The allocated reve-
nues and costs are used in assessing the ade-
quacy of postal rates and fees. The allocations
are also used in determining appropriations
needed to cover costs of congressionally declared
free and reduced-rate mail.

We reported to the Congress that participating
post offices were not properly following the
Postal Service’s prescribed procedures for col-
lecting revenue and cost data and, as a result,
were submitting erroneous data. The Postal
Service believes that the net effect of these
errors may be minimal because of compensating
errors. We recognize this possibility; on the
other hand, the important uses being made of
this data call for a high level of system integrity
which can be achieved only by collecting sam-
pling data as accurately as possible.

The Postal Service said that, in anticipation of
our recommendations, it had:

Increased the number of inspection visits to
participating post offices.

Developed additional training programs

Made further reviews relating to the reliabil-
ity of its estimates. (B-114874, Feb. 20, 1973.)

Evaluation of the Letter Mail Code
Sort System Prototype in Cincinnati

The letter mail code sort system is designed to
sort letters automatically by means of a machine-
readable code imprinted on the envelopes. The
Postal Service plans to install this system in 179
strategically located, large-volume postal facilities
by 1978, at a cost of about $7 million for each
facility. The Postal Service believes that using

the system will reduce mail-processing costs by

about $1 billion a year.

We reviewed the operating and testlng of a
prototype system at the Cincinnati Post Office.
In a report to the Postmaster General, copies of
which we sent to cognizant congressional com-
mittees, we noted that:

A complete system had not been installed or
tested.

The partial system was not meeting Postal
Service performance standards.



The partial system cost more than the
existing letter mail sorting system.

A Postal Service official advised us that the
Postal Service recognized the need for demon-
strating system equipment satisfactorily before
making a major capital investment and that
expanding the system had been delayed pending
this demonstration. (B-114874, Nov. 8, 1972.)

Analysis of Lease v. Purchase of
South Boston Postal Annex Addition

In response to a request by Congressman
James A. Burke, we reviewed the economics of a
decision by the Postal Service to abrogate an
existing lease arrangement and acquire by emi-
nent domain the South Boston Postal Annex
Addition in Boston.

In our report we stated that the Postal Service,
in determining that purchasing would be more
economical than leasing, did not consider real
estate taxes foregone as a cost of ownership in
the city of Boston. If the Postal Service had
included real estate taxes foregone, the cost
comparison would have shown that continuing
to lease was less costly than purchasing. Our
analysis showed a purchasing advantage of about
$8.4 million if real estate taxes were not in-
cluded as a cost of ownership, and a leasing
advantage of about $3.6 million if they were
included.

The Postal Service subsequently changed its
policy and now considers the effect of removing
property from local tax rolls, so that its policy is
consistent with that of other Federal agencies.
(B-145650, Dec. 29, 1972.)

Audit Work in Process

Audit work in process at the end of the fiscal
year included reviews of the airmail improve-
ment program; the bulk-mail-processing system,
which is being implemented; and the preferen-
tial mail processing system, which is still under
study. Both systems will use highly mechanized,
strategically located mail-processing facilities
costing about $5 billion.

Revenue Sharing

The State and Local Fiscal Assistance Act of
1972, commonly called the Revenue Sharing
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Act, provides for distributing about $30.2 billion
of Federal funds to State and local governments
over a 5-year period beginning January 1, 1972.
The act directs the Department of the Treasury
to consult with the Comptroller General in
developing fiscal, accounting, and audit guide-
lines that are to be followed by State and local
governments that receive revenue sharing funds.
The act also provides that the Comptroller
General review the work done by the Depart-
ment of the Treasury and the State and local
governments to enable the Congress to evaluate
compliance and operations under the act.

We met with Treasury officials on numerous
occasions to discuss various provisions they were
considering for inclusion in the revenue sharing
regulations that were published in the Federal
Register on April 10, 1973.

As of June 30, 1973, we had nearly completed
a review of the use of $1.7 billion revenue
sharing funds received by the 50 State govern-
ments and the District of Columbia for calendar
year 1972. (The report to the Congress on this
work was submitted August 2, 1973—B-146285.)
We had also started a similar review at selected
county and municipal governments.

Intergovernmental Relations

The General Government Division, through its
Intergovernmental Relations Group, is the focal
point in the General Accounting Office for
liaison on intergovernmental matters with public
interest groups, State and local governments,
and other Federal agencies (such as the Office
of Management and Budget and the Advisory
Commission on Intergovernmental Relations). In
addition to providing for the exchange of infor-
mation, we have undertaken a series of broad
studies dealing with the system of aid to State
and local governments. Rather than assessing
individual programs, we are studying the system
of providing Federal aid and the problems
recipients experience with the system.

Federal Statistical Activities

Reviews of Federal statistical activities are
centralized in the General Government Division.
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The initial work in this area will assess the
accuracy and appropriateness of statistics that
are compiled by Federal agencies. We recently
started a review of statistics relating to exports
and imports to evaluate their appropriateness
for determining the U.S. balance of trade with
other countries.

Legislative Branch

We maintain a professional staff at the Capitol
to audit the various revolving funds, other
activities of the House and Senate, and private
organizations doing business on the Capitol
grounds. Our audits of private organizations,
which conduct activities on Capitol Hill, are
carried out pursuant to section 451 of the
Legislative Reorganization Act of 1970.

Our staff also assists with management, finan-
cial, and administrative problems when re-
quested by officers of the Congress. These
requests, which are received virtually everyday,
require close cooperation with these officials on
their immediate problems and on the develop-
ment of long-range improvements in their oper-
ations,

Audit work in the legislative branch included
examinations of the following activities:

The Senate:
Senate Recording Studio
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The House of Representatives:

The Sergeant at Arms

House Finance Office

House Recording Studio

House Office Supply Service
House Office Equipment Service
House Restaurant

House Beauty Shop

Majority Printing Clerk

Minority Printing Clerk

Architect of the Capitol:
U.S. Senate Restaurants

Private organizations:
United States Capitol Historical Society

The expenditures for salaries, mileage, and
expense allowances of Senators; salaries of offi-
cers and employees of the Senate; clerk hire of
Senators; and other expenses of the Senate are
audited on the basis of documents submitted to
us.

We prepared 13 reports on audits of legisla-
tive branch activities during the year. These
reports related to activities of the Senate, House,
Architect of the Capitol, and the United States
Capitol Historical Society.

On the basis of audits made pursuant to
section 451 of the Legislative Reorganization Act
of 1970, we reported to the Congress on the
financial statements of the Majority Printing
Clerk and the Minority Printing Clerk of the
House of Representatives and the Capitol His-
torical Society for fiscal year 1972.



CHAPTER ELEVEN

INTERNATIONAL OPERATIONS

Responsibilities

The International Division audits international
programs and the related activities of depart-
ments and agencies responsible for administer-
ing them.

During fiscal year 1973 the division was under
the supervision of Oye V. Stovall, Director, and
Charles D. Hylander, Deputy Director. In July
1973 J. Kenneth Fasick, former Director of the
Logistics and Communications Division, was des-
ignated Director of the International Division,
succeeding Mr. Stovall who retired from Federal
service. During the year the New Delhi office of
the European Branch was closed; the audit and
review work in the area will be taken over by the
Bangkok and Frankfurt offices. An organization
chart for the division is shown on the following

page.

Audit Reports

During fiscal year 1973 we issued 72 reports
on international programs—27 to the Congress,
21 to specific committees or Members of Con-
gress attheir request, and 24 to agency officials.

We made audits in 53 countries outside the
United States.

Number of

Area countries
ares, Lountres

Furopean Branch (Europe, Africa, Near East,

and South Asia) «.vvvvaiieriisericrsroraeasens 30
Far East Branch (Southeast Asia and Pacific) ....... 12
Latin America and other foreign areas ..........c.00. 11

Total o .ieuiiiieiiiiieiiiiriiiiierraaaaans 53

Assistance to the Congress

About one-fourth of our audit effort during
the year was in response to congressional re-
quests. In addition to issuing the 21 reports to
committees or Members of Congress, we re-
sponded informally to numerous requests for
information and provided such assistance as
briefings, staff papers, statistics, and background
data.

Several of our reports contained proposals for
legislative consideration. (See app. 10.) As of
June 30, 1973, legislative proposals to accom-
plish some of these objectives were in process.

We testified before congressional committees
on two significant international matters: (1) the
U.S. system for appraising and evaluating Inter-
American Development Bank projects and activi-
ties and (2) the Foreign Assistance and Related
Program Appropriations Bill for fiscal year
1974.

International Trade and
Monetary Affairs

International Trade

We reviewed and reported on a number of
trade promotion and selected functional trade
activities of the Departments of State, Com-
merce, and Agriculture and on the export
financing activities of the Export-Import Bank
of the United States (Eximbank). At the request
of the Senate Committee on Finance, we studied
the International Coffee Agreement.

We prepared 13 reports on these programs—>5
to the Congress, 5 to committees or Members of
Congress, and 3 to agency officials.

The Comptroller General appeared before the
Senate Committee on Agriculture and Forestry
in March 1973 to present findings from our
examination of the 1972 sales of grains to Russia
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U.S. REPRESENTATIVE TO
NATO BOARD OF AUDIT

INTERNATIONAL DIVISION

DIRECTOR
O. V. STOVALL!

PLANNING, EVALUATION,
RESOURCE MANAGEMENT,
AND SPECIAL PROJECTS

R. H. DRAKERT

DEPUTY DIRECTOR

F. C. CONAHAN
J. DiGIORGIO

C. D. HYLANDER

C. E. HUGHES
L. J. SABATINO

WASHINGTON OPERATIONS

DEFENSE, STATE, AND RELATED AGENCIES
AND
LATIN AMERICA

J. A. DUFF
G, L. DeMARCO

C. W. KELLER
R. E, SULLINS

INTERNATIONAL PROGRAMS OF DEPARTMENT
OF DEFENSE

DEPARTMENT OF STATE AND RELATED
AGENCY PROGRAMS, EXCLUDING AGENCY
FOR INTERNATIONAL DEVELOPMENT

INTERNATIONAL PROGRAMS AND ACTIVITIES
OF OTHER CIVIL AGENCIES NOT OTHERWISE
ASSIGNED

U.5. ASSISTANCE PROGRAMS IN LATIN
AMERICA

AND

AID, TRADE, AND INTERAGENCY

EUROPE, AFRICA, NEAR EAST, SOUTH ASIA

J. E. MILGATE
D. A, BINETT1

J. Y. KURIHARA
J. D. REDELL

CORPORATIONS, INDEPENDENT ACTIVITIES,
AND FINANCIAL MANAGEMENT

F. M. ZAPPACOSTA
M. F. BERNGARTT

GOVERNMENT CORPORATIONS AND CORPORA-
TION-TYPE ACTIVITIES IN THE INTER-
NATIONAL AREA

SELECTED INTERNATIONAL ACTIVITIES,
INCLUDING THE PEACE CORPS AND POSTAL
SERVICE

LIAISON AND COUNSEL FOR THE D!VISION
IN FINANCIAL MANAGEMENT MATTERS

PROGRAMS

CURRENCY PROGRAMS

AGENCY FOR INTERNATIONAL DEVELOPMENT
FORE!GN TRADE AND FOOD FOR PEACE

BALANCE OF PAYMENTS AND FOREIGN

U.5, ASSISTANCE PROGRAMS IN EUROPE,
AFRICA, NEAR EAST, AND SOUTH ASIA

INTERNATIONAL ORGANIZATIONS,
TREASURY, AND FAR EAST

E. C. WOHLHORN
T. R, BROGAN

F. DZIADEK
S. L. TOMLINSON

TIONS

TREASURY DEPARTMENT

U.S. PARTICIPATION IN INTERNATIONAL
ORGANIZATIONS AND FINANCIAL INSTITU.

INTERNATIONAL FUNCTIONS OF THE

U.S. ASSISTANCE PROGRAMS IN FAR EAST

OVERSEAS BRANCHES

l |
EUROPEAN BRANCH FAR EAST BRANCH
FRANKFURT HONOLULU

L.W. HUNTER

W. L. MARTINO

C. H. ROMAN G. F. STROMVALL

SOUTH ASIA, AND AFRICA

REVIEWS OF U.S. PROGRAMS AND
ACTIVITIES IN EUROPE, NEAR EAST,

REVIEWS OF U.S. PROGRAMS AND
ACTIVITIES IN FAR EAST, SOUTH-
EAST ASIA, AND SOUTHWEST
PACIFIC

MANAGEMENT OF SAIGON AND
BANGKOK OFFICES

¥ On July 1, 1973, Mr. Stowo!| retired and Mr. Fasick
wos appointed Director,

1 I
BANGKOK
SAIGON OFFICE OFFICE
F. BORKOVIC F. E. LYONS

JUNE 30, 1973
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Russian ship loading wheat sold to Russia as part of the historic sale of grain in 1972.

and Agriculture’s management of its export
programs.

At the end of the fiscal year we were examin-
ing the (1) Government’s system for identifying,
analyzing, and acting on nontariff barriers to
trade because of their importance to the trade
environment, (2) U.S. travel service programs
for encouraging people of other nations to visit
the United States, (3) planning for commercial
activities in foreign countries, and (4) expansion
of exports through export trade associations.

Russian Wheat Sales and Weaknesses in Agriculture’s
Management of Wheat Export Subsidy Program

The sale of over $700 million of heavily
subsidized U.S. wheat to Russia and other ex-
ports in the summer of 1972 caused a dramatic
rise in the price of U.S. wheat. The Department
of Agriculture estimated that these sales resulted
in net savings to the U.S. Treasury of $457
million.

Agriculture is committed to pay over $300
million in subsidies on these export sales. We
believe a significant part of these sales would
have been made even with reduced subsidies
and that Agriculture should have responded
more rapidly to available information on U.S.
dominance as a world wheat supplier and re-
duced or eliminated the subsidies sooner.

We found that:

The program lacked appropriate controls to
minimize the possibility of unusual profits
accruing to exporters who speculate on sub-
sidy registrations.

Agriculture had data on general crop condi-
tions and significant changes in worldwide
supply and demand but was unable generally
to give farmers information needed for sound
marketing decisions.

Despite annual subsidy outlays of millions of
dollars, Agriculture has not comprehensively
evaluated the program.

Our report to the Congress contained several
recommendations to the Secretary of Agriculture
for improving its management of the program.
(B-176943, July 9, 1973.)

Improved Foreign Market Analyses
Can Increase U.S. Exports

We identified factors that business must deal
with to increase its sales of U.S. goods in other
countries and concluded that improved foreign
market analyses by the Commerce Department
could assist in alleviating present U.S. balance-
of-trade problems.

Our report to the Congress focuses on the
system of collecting and reporting commercial
information by the Foreign Service and states
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that present methods do not develop the under-
lying reasons affecting the U.S. share of foreign
country markets. Government and business offi-
cials we contacted agreed that existing reports
lacked the details and analyses necessary to U.S.
exporters. (B-172255, July 6, 1972.)

Commercial Offices Abroad Need Substantial
Improvements to Assist U.S. Export Objectives

Our report to the Congress examined the
effectiveness of U.S. commercial offices in other
countries in assisting American business to in-
crease export sales. Our examination of qualifi-
cations of 16 commercial officers assigned to 4
European countries showed a need for better
qualified personnel.

We studied 13 commercial intelligence reports
submitted voluntarily to the Commerce Depart-
ment. Commerce took inadequate or no action
on 8 of these reports.

Commercial office activities can be improved
by better coordination between State and Com-
merce in establishing long-range objectives and
strategies and a system of priorities to assist
posts in attending to their more important
duties. (B-172255, Oct. 24, 1972.)

Ways to Increase Field Office Contributions to
Commerce’s Export Expansion Efforts

With the U.S. trade surplus{eroding, from an
excess of $7 billion in 1964 to a deficit of $2
billion in 1971, we examined the effectiveness of
the Department of Commerce field offices in
helping achieve U.S. export goals.

Field offices were assigned 305 persons for
fiscal year 1971 and were directed to devote 80
percent of their work to promoting exports, but
as of June 30, 1972, the number of persons had
dropped to 283. Field office efforts to provide
international trade information and services to
U.S. business firms have contributed modestly to
Commerce export expansion goals.

We concluded that field offices could have
done better and reached a greater number of
firms with export potential. The export expan-
sion program needed (1) realistic goals, (2)
program priorities, (3) consideration of staff
sufficiency when assigning programs, and (4) a
measurement system compatible with program
goals.

Commerce action to correct these weaknesses
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has been limited despite similar findings by
other groups that have studied the effectiveness
of Commerce efforts. A recent study cited in our
report showed that only 15 percent of field
office  manpower resources were devoted to
programs containing objectives, priorities, or
targets for export expansion.

Our report to the Congress contained recom-
mendations to the Secretary of Commerce to
increase field office contributions in expanding
exports. (B-172225, Nov. 14, 1972.)

Eximbank’s Relending Programs Could Be Made
More Effective in Promoting U.S. Exports

Under relending programs, Eximbank extends
6-percent loans to banks or financial institutions
in developing countries for relending (subloans)
to local firms to finance purchases of U.S. goods
or services.

Eximbank’s basic policy is to provide financing
without which U.S. export sales would not be
made. After interviewing officials of 31 firms
receiving $6.3 million in subloans, we found that
few sales of U.S. products were made under the
program which would not have beén made by
some other means.

Although Eximbank’s relationships with for-
eign financial institutions were expanded, many
subloan repayment periods exceeded those cus-
tomary in international trade, thus delaying both
favorable impact on U.S. balance of payments
and new opportunities to finance U.S: exports.

Our report to the Congress included recom-
mendations to Eximbank for improving the
program. (B-114823, Jan. 23, 1973.)

Improved Management Information System
Needed for Eximbank’s Capital Loan Program

Eximbank capital loans are a principal means
of providing dollar credits to foreign borrowers
to enable them to buy U.S. products. We exam-
ined the information on which Eximbank based
its capital loans and found little documentation
that Eximbank assessed such essential sale fac-
tors as price, delivery, competition, availability of
private financing, or the effect these factors
could have on the necessity for Eximbank fi-
nancing to secure sales for U.S. suppliers.

Eximbank strongly disagreed with our implica-
tion that its financial assistance might not have
been necessary to consummate export sales.



Improved management procedures recom-
mended in our report to the Congress are
intended to assist Eximbank in making loan
decisions on the basis of more complete and
documented information. (B-114823, Feb. 12,
1973.)

The International Coffee Agreement
and the Price of Coffee

We made our study to determine whether the
International Coffee Agreement, in its impact on
coffee prices, has protected the American con-
sumer. The focus was on prices of green coffee
(unroasted coffee beans) because most of the
coffee imported by the United States is in this
form and these prices are under the direct
influence of the agreement.

The basic question was whether the agreement
had brought about higher prices than would
have occurred without it. We concluded in our
report to the Senate Committee on Finance that
the agreement raised coffee prices during the
1963-72 period. We also found it enhanced the
price rises following the 1963 and 1969 Brazilian
frosts and the so-called Geneva Agreement in
1972. (B-175530, Apr. 30, 1973.)

International Monetary Affairs

International Activities of the
Department of the Treasury

We made a survey of the organization and
management of the international activities of the
Department of the Treasury. In addition to
providing background information for future
audits of these activities, the survey was designed
to assist us in our initial audit of the administra-
tive expenses of the Exchange Stabilization Fund
for fiscal year 1972. GAO audits of these ex-
penses are required by Public Law 91-599,
approved in December 1970. This audit was
started during the year.

Our survey was designed to explore the na-
ture of the Exchange Stabilization Fund and its
relatonship to other Treasury international ac-
tivities. In our report addressed to the Secretary
of the Treasury, we pointed out that, from the
available information, we believed there was a
need for him to evaluate the extent to which
activities unrelated or remotely related to the
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fund had been financed from the fund. We also
pointed out the need for substantive audits of
the international activities, consistent with Treas-
ury’s stated internal audit policy. (B-154506,
May 22, 1973.)

National Defense
International Security Programs

Military Assistance
and Support of Other Nations

International security programs are increas-
ingly influenced by the objective, under the
Nixon Doctrine, to seek greater self-reliance on
the part of U.S. allies while continuing to
provide substantial amounts of military assist-
ance to certain countries. Concomitantly, indi-
vidual Members and committees of Congress
have expressed growing interest in reduced
military assistance, international agreements as
the basis of U.S. assistance, and the various
forms and methods of financing military assist-
ance to foreign countries and international orga-
nizations.

Thus our reviews of international security
programs have focused on identifying U.S. secu-
rity commitments and military assistance objec-
tives while emphasizing programs which (1)
continue at relatively high levels.and (2) reflect a
shift from the more traditional forms of funded
aid to military sales and less visible programs,
such as grants of excess defense articles, loans,

U.S. ship transferred to the ﬁﬁepublic of China.
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and leases. This is shown in our reports issued
during the past year and in our on-going work.

During fiscal year 1973, we completed 17
reports on international security programs—>5 to
the Congress, 5 to committees or Members of
Congress, and 7 to agency officials. We have also
assisted the Congress through oral presentations
and the submission of factual data.

We are making reviews of the relationship
between U.S. security commitments and military
assistance objectives in Korea and Turkey, which
continue to receive large amounts of military
assistance. We are also continuing reviews of
military sales, ship transfers, and certain conces-
sionary procurement practices abroad.

Excess Defense Articles and Other Resources to
Supplement the Military Assistance Program

At the request of the Chairman, Senate Com-
mittee on Foreign Relations, we reviewed certain
aspects of the use of excess or surplus property
under the Military Assistance Program and other
ways the United States assists countries. We
found that the magnitude of U.S. military assist-
ance to foreign countries is not readily apparent
because some assistance flows through pipelines,
such as the use of excess defense articles, outside
regular funded programs approved by the Con-
gress.

Congressional presentation documents did not
always disclose the magnitude of military assist-
ance programs. For example, the acquisition cost
of excess items actually provided in fiscal years
1964-69 was $690 million greater than initially
shown.

Since 1968 the Department of Defense has
expanded the use of excess defense articles in
MAP to compensate for reduced military assist-
ance appropriations. This expansion led to the
delivery of these articles to other countries on
the basis of their availability rather than the
countries’ needs.

To preclude providing defense articles to
other countries under existing legislation, with-
out congressional approval. we recommended
that the Committee consider legislation to au-
thorize military assistance by grant, lease, loan,
or other transfer only under the Foreign Assist-
ance Act or successor legislation, except when
another law expressly authorizes the transfer.
Our report to the Committee was specifically
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cited by the Committee Chairman as the basis
for proposed legislative changes for more effec-
tive use of excesses and improved control over
the transfer of naval vessels to foreign countries.
We were also asked to assist the Committee in
preparing legislative language to implement the
report’s recommendation. (B-163742, Mar. 21,
1973.)

Military Assistance and Commitments
in the Philippines

U.S. military assistance has been directed to-
ward providing advice and equipment to assist
the Philippine Armed Forces in assuming a
greater share of responsibility for their self-
defense. Military assistance and related pro-
grams for the Philippine Armed Forces
amounted to about $777 million through fiscal
year 1972.

We found that the Department of Defense has
continued to provide military assistance even
though the Philippine Government has not pro-
vided adequate financial support for its own
forces nor furnished resources to use U.S.
assistance effectively.

The situation concerning the limited Philip-
pine budget support was similar to that brought
to the attention of the Department in a 1965
GAO report. (B-133359, Apr. 12, 1973.)

How the United States Finances
Its Share of Contributions to NATO

The U.S. contributions to the NATO budgets
for 1972 were about $85 million. However, we
estimated that the United States spent at least an
additional $40 million incidental to NATO mem-
bership, including the cost of paying for U.S.
Forces committed to NATOQO, unrecovered costs
for prefinanced construction in Europe, and the
cost of moving from France.

We believe appropriate congressional commit-
tees need consolidated information on the cost
of U.S. participation in NATO and other inter-
national military organizations, a type of infor-
mation not provided to the Congress by the
executive branch.

In response to congressional requests based on
our report, we have recommended legislative
language to Members of the House and Senate
to improve congressional oversight of the U.S.



contributions to NATO. (B-156489, Feb. 23,
1973.)

U.S. Agreements With and Assistance to
Free World Forces in Southeast Asia

In recent years the Congress has been con-
cerned over the number and scope of agree-
ments by the executive branch committing the
U.S. to provide substantial assistance to foreign
countries.

The Department of Defense reported that, as
of September 30, 1972, approximately $12.6
billion of defense funds had been used to
support the military forces of Vietnam, Korea,
Thailand, Laos, and the Philippines.

We found that assistance provided under the
agreements was often funded from multiple
sources and not always fully identified or re-
ported to the Congress. From this we concluded
that the executive branch needed to exercise
more coordinated control and management over
the execution of such agreements.

We also found no evidence that the Congress
is notified or advised before the executive
branch enters into specific agreements or com-
mitments obligating the United States to incur
substantial expenditures. (B-159451, Apr. 24,
1973.)

Funding and Management of Pacification
and Development Program in Vietham

During the massive buildup of U.S. involve-
ment in Vietnam, U.S. assistance programs for
pacification and development were administered
separately by several U.S. agencies. In May 1967
the United States established the Civil Opera-
tions for Rural Development Support (CORDS)
organization to consolidate all U.S. support for
pacification.

CORDS is not an independent agency but an
administrative device operating with resources
and personnel from several agencies. CORDS
receives funding from the individual appropria-
tions of the Department of Defense, the Agency
for International Development, and other U.S.
agencies. We found that CORDS had not estab-
lished financial control nor had it been given
responsibility for financial stewardship over $2.1
billion of direct U.S. contributions to support
the program.
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We suggested that the Congress reexamine the
need for continuing the funding of the major
portion of the pacification and development
programs from regular Department of Defense
appropriations and  consider appropriating
funds for such activities in Vietnam as military
assistance under the Foreign Assistance Act. (B~
159451, July 18, 1972.)

Multilateral Development
Assistance

The United States participates in multilateral
development assistance primarily through pro-
grams managed by the international financial
institutions and the United Nations system. The
multilateral approach allows for sharing the aid
burden with other industrialized countries, but it
reduces the amount of control the donor has
over the use of the contributions. While the
executive branch favors continued expansion of
the multilateral approach to aid, the Congress
has expressed concern over the level of U.S.
participation in the international organizations
and the management of funds by these organi-
zations.

During the fiscal year we completed three
reports to the Congress and one to a committee
on U.S. participation in multilateral programs.
We also appeared before the Subcommittee on
Inter-American Affairs, House Committee on
Foreign Affairs, in September 1972 and pre-
sented the results of our review of the manage-
ment of U.S. participation in the Inter-American
Development Bank.

In view of congressional concern over the
level of U.S. participation in international orga-
nizations, we are studying the method used for
determining the size of the U.S. contribution to
the United Nations and to its development
program. At the request of the Chairman of the
Subcommittee on Inter-American Affairs, we are
evaluating the accomplishments of the Social
Progress Trust Fund and the adequacy of cur-
rent procedures and practices for using the
fund’s resources, administered for the United
States by the Inter-American Development
Bank.
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U.S. Participation in the
Inter-American Development Bank

The United States has contributed 95 percent
of the Bank’s hard currencies which cumula-
tively amounts to $3.5 billion with another $1.8
billion commitment in the current replenish-
ment.

We reported to the Congress that the U.S.
management of its participation in the adminis-
tration and operation of Bank projects and
activities showed that the executive branch has
followed a soft line or low-profile approach in
dealing with the Bank and its members. Conse-
quently, the Bank has acquired a reputation as a
“borrower’s bank,” as the 22 Latin American
member-clients shape its policies and generally
dictate the terms and conditions under which
they borrow. We also noted that the executive
branch does not have an adequately functioning
system for appraising proposed activities, follow-
ing through on their implementation, or evaluat-
ing the results nor is it in a position to reliably
assure the Congress that U.S. funding is effec-
tively and economically used.

We recommended that the Secretary of the
Treasury (1) support and pursue implementa-
tion of appropriate recommendations made by
the Bank’s review and evaluation group, (2)
develop criteria and procedures to guide U.S.
officials in appraising projects, following imple-
mentation, and evaluating results, and (3) de-
velop and obtain Bank adoption of firm,
sustainable lending criteria.

The Department of the Treasury strongly
objected to our discussions of the foreign eco-
nomic policy issues confronting the executive
branch in managing U.S. participation in the
Bank. We believe these issues are appropriate
for disclosure so that the Congress may be better
informed in exercising its oversight role con-
cerning U.S. support. The Department also
rejected our suggestion to furnish information
on the actions taken to correct management
problems observed during internal reviews of
Bank operations. Such information would assist
the Congress in its oversight function.

We suggested that the Congress, in future
deliberations on authorization and appropriation
requests for the Bank, may want to consider
whether the executive branch’s low-profile ap-
proach in dealing with the Bank and its refusal
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to provide data on Bank problems and opera-
tions is compatible with the magnitude of finan-
cial support the Congress is asked to approve
for Bank contributions. (B-161470, Aug. 22,
1972.)

U.S. Participation in the World Bank and
International Development Association

The United States is the largest financial
contributor to these institutions; as of June 30,
1972, it had contributed 26 percent and 33
percent of the total amounts paid to the World
Bank and the Association, respectively, by their
members. We reported to the Congress that the
Treasury did not yet have an adequate system
for managing U.S. participation in the Bank. We
also reported that (1) although the Bank had
increased loan commitments substantially during
the past several years, loan disbursements con-
tinued to lag and (2) because of the slowness in
getting projects underway—as measured by
gross disbursements—and the rapid growth in
principal and interest payments, the Bank has
not been a significant factor in the net transfer
of resources to developing countries in recent
years.

We made several recommendations to the
Secretary of the Treasury for improving the
system for managing U.S. participation in the
Bank. We also recommended that the Secretary
should seek establishment of a review body to
effectively evaluate Bank and Association activi-
ties. (B-161470, Feb. 14, 1973.)

A World Bank assisted hydroelectric plant in Brazil.




U.S. Participation in the
Asian Development Bank

The U.S. role in the Asian Development
Bank’s lending activities involves reviewing proj-
ects for Bank financing and suggesting needed
changes in the projects.

We reported to the Congress that, although
improvements have been noted, the Treasury
was not in a position to assure the Congress that
funds contributed were being used effectively to
accomplish the objectives.

We made several recommendations to the
Secretary of the Treasury for improving the
U.S. management system. We also recommended
that the Congress consider having the U.S.
representative to the Bank propose a program
of continuing independent reviews of Bank
development activities.

With our assistance, a legislative proposal to
accomplish these objectives in the World Bank,
the Asian Development Bank, and the United
Nations system was introduced in June 1973 as
an amendment to the Foreign Assistance Act.
(B-173240, May 8, 1973.)

Bilateral Development
Assistance

Many U.S. departments and agencies partici-
pate in development assistance to foreign coun-
tries. Primary among these agencies is the
Agency for International Development, which
administers U.S. economic assistance programs
under the Foreign Assistance Act. Other agen-
cies include the Peace Corps, Eximbank, and the
Overseas Private Investment Corporation.

During the fiscal year we completed 29 re-
ports on bilateral assistance programs—13 to the
Congress, 9 to committees or Members of Con-
gress, and 7 to agency officials. Our reports
covered a range of foreign assistance activities,
such as family planning, control of drug traffic,
impact of developing countries’ debt burden,
and broad reviews of U.S. programs in individ-
ual countries.

Direct assistance to committees and Members
of Congress continued to be a significant part of
our work in foreign assistance. We worked with
the Subcommittee on Foreign Operations, Sen-
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ate Committee on Appropriations; Subcommittee
on Multinational Corporations, Senate Commit-
tee on Foreign Relations; Subcommittee on For-
eign Operations and Government Information,
House Committee on Government Operations;
and Subcommittee on the Near East and South
Asia, House Committee on Foreign Affairs.

We also appeared before the Senate Subcom-
mittee on Foreign Operations to discuss our
work on foreign assistance as part of the hear-
ings on the Foreign Assistance and Related
Program Appropriations Bill for fiscal year
1974.

At the end of the fiscal year, we were working
on reviews of U.S. programs in Brazil, Ghana,
Jordan, and Korea; a study of unliquidated
obligations in the foreign assistance pipeline;
and a review of the underwriting and claims
payment policies and practices of the Overseas
Private Investment Corporation.

U.S. Programs in the Republic of Zaire

Our report to the Congress provided informa-
tion on the results of the programs administered
by various U.S. agencies, identified factors sig-
nificantly affecting achievement of objectives,
and offered observations for improving effec-
tiveness of U.S. programs.

From 1960 to 1971 the United States provided
about $630 million of the $1.1 billion in external
assistance to Zaire. Since 1967 and the passing
of the emergency phase of Zaire’s development,
U.S. bilateral assistance has averaged $18.4 mil-
lion annually.

We recommended that the AID Administrator
reconsider the potential value of an overall
Zairian plan for developing the agriculture sec-
tor and encourage and assist Zaire in developing
such a plan. We also made recommendations to
the Secretary of State for enhancing U.S. trade
opportunities in Zaire. (B-177109, Dec. 8,1972.)

Development Assistance to Ecuador

We reported to the Congress on the adminis-
tration and effectiveness of U.S. economic and
military aid to Ecuador—a country where politi-
cal instability has affected U.S. policy decisions
and continuity of operations. We noted that:

Short-term U.S. program objectives, goals,
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and priorities in Ecuador have shifted fre-
quently and that long-term U.S. objectives
remain uncertain.

U.S. assistance has helped to (1) construct or
modernize transportation and power produc-
tion facilities, health accommodations, and
schools, (2) feed people, (3) wransfer skills, (4)
change attitudes, (5) cement relations, and (6)
protect certain U.S. economic interests. Some
accomplishments were small, measured against
the aggregate need.

U.S. assistance has not helped Ecuador
achieve increased political stability or acceler-
ate progress in economic productivity, social
reform, educational opportunity, housing,
health, or employment availabilities—the basic
and ultimate purpose of U.S. developmental
assistance.

We recommended legislative action which
would provide guidance for foreign assistance
program implementation. (B-146998, Feb. 27,
1973.)

U.S. Assistance and Other Support
to the Philippines

We reported to the Congress that, although
the United States has achieved its primary mili-
tary objective in the Philippines, the economic
and social growth programs have been plagued
with serious problems. From 1965 through 1971,
direct U.S. economic and military assistance
averaged $68 million annually. although the
total U.S. dollar inflow averaged $388 muillion
annually due to sugar premium payments, tariff
agreements, and U.S. military spending which
are less visible. These latter amounts stem from
U.S. Government programs serving specific U.S.
interests and are not necessarily directed to the
orderly development of the Philippine economy.

In view of the magnitude of the indirect
assistance provided through sugar premiums
and the great interest of the United States in
assisting with Philippine economic and social
development, we recommended that the Secre-
taries of State and Agriculture develop methods
to direct at least part of the sugar premium
payments to economic and social reform pro-
grams. (B-133359, Mar. 2, 1973))
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U.S. Interests and Activities in Nepal

The United States has no vested interests in
Nepal. Trade between the two countries aver-
ages $3 million annually. There is one private
American investment of about $250,000.

The AID program is consistent with U.S.
interests in Nepal. It helps to develop technical
skills and the economic and administrative ma-
chinery necessary for Nepal to absorb capital
assistance from other donors.

A unique feature has been the use of US.-
owned excess Indian rupees for program financ-
ing, which in fiscal year 1971 financed over 80
percent of AID’s $15.4 million program in
Nepal.

India has been unwilling thus far to extend its
longstanding agreement for this use of rupees
beyond fiscal year 1973. Our report to the
Congress pointed out that, unless rupee support
is continued, dollar financing would need to be
increased if U.S. assistance to Nepal is to con-
tinue at its present level. (B-177681, Mar. 16,
1973.)

Technicians trained at an AlD-assisted project in Nepal.




International Control of Drug Traffic

Intensive activity is taking place to limit inter-
national traffic in drugs. Nearly $50 million is
included in the 1973 Federal budget for over-
seas drug control measures, and cooperative
drug control plans have been approved for over
50 countries.

Multilateral actions through United Nations
bodies have introduced programs of crop substi-
tution in some countries and strengthened law
enforcement capabilities in others.

A private study observed that:

Past reliance on law enforcement measures
has not stopped an epidemic growth of heroin
addicts.

U.S. policy of resorting to criminal sanctions
to eliminate addiction has bred a thriving
illegal market, sustained by criminal activity.

Profits in domestic drug distribution are so
great that it is unlikely the risks can be raised
high enough to force pushers out of business.

The illegality of heroin is the sole reason for
its high cost in this country; in England the
pharmacy cost of heroin is 4 cents a grain
compared with a U.S. street price of $30 to
$90 a grain.

We concluded in our report to the Congress
that greater effort and resources must be spent
to curb the demand for heroin. (B-176625, Oct.
4,1972.)

Developing Countries’ External Debt and
U.S. Foreign Assistance: A Case Study

In a growing number of developing countries,
external public debt has become a heavy burden
on further economic growth. By December
1970, 80 developing countries had accumulated
over $66 billion in external debts.

Debt service (interest and amortization) pay-
ments on these debts increased by about 18
percent in 1970, reaching nearly $6 billion.

Such payments, which are expected to con-
tinue rising, represent a significant-to-critical
drain on resources and underscore the develop-
ing countries’ debt burden. In our report, we
noted that the Congress may wish to consider:

Playing a larger role in determining U.S.
policy concerning debt relief to developing
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nations and in related program oversight
concerning the terms and conditions under
which assistance in the form of debt relief
may be granted.

Requiring comprehensive annual reporting
by the Secretary of State, to be submitted in
January of each year so as to be available to
the committees of the Congress when consid-
ering authorizations and appropriations pro-
posals.

(B-177988, May 11, 1973.)

Assistance to Family Planning
Programs in Southeast Asia

Our review of the family planning programs
funded by AID in Indonesia, Laos, Thailand,
and the Philippines showed that these programs
are definitely needed to reduce population
growth rates in all but sparsely populated Laos.

We reported to the Congress that AID funds
available for the programs were more than
needed and that during the last month of the
fiscal year AID obligated large amounts for
undefined program requirements so funds
would not be lost to the program. The countries’
inadequate administrative and logistics systems
contributed to problems of defining program
requirements, making proper distribution, and
maintaining accountability for the commaodities.

We made several recommendations to the
Administrator of AID for improving control
over program funds.

In view of AID’s using Foreign Assistance Act
title X funds (for programs relating to popula-
tion growth) for health and nutrition programs
not directly related to reducing population
growth rates, we suggested in our report that
the Congress may wish to consider expanding
the purposes of title X to provide for a coordi-
nated program of family planning, health, and
nutrition. (B-173240, May 23, 1973.)

A $20 Million Grant Supporting
India’s Family Planning Program

In 1970 AID announced a grant of $20
million to India to help expand its population
control program. AID said the grant, under title
X of the Foreign Assistance Act, provided for
funds to be spent in the United States for goods

147



INTERNATIONAL OPERATIONS

and services normally imported by India and
financed by development loans.

In light of the background of title X and the
substantial amounts of U.S.-owned excess cur-
rency in India. the grant seemed unusual. Al-
though its stated purpose was to further
objectives of the family planning program, it
appeared to have the attributes of general
economic assistance.

With population growth of 14 million a year
nullifying about two-thirds of investments in
economic growth and social progress in India,
the Congress has expressed'concern about the
harmful impact of this situation on the U.S.
foreign aid program. The Congress also has
criticized AID for doing too little in population
planning.

The report to the Administrator of AID
contained our opinion that conditions in India
were not conducive to increasing India’s family
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AlD-sponsored family planning counseling in Thailand.

planning program or improving management of
the program by making this dollar grant to
India which has only resulted in additional
general development assistance. (B-161854, Jan.
12, 1973.)

Assessing the Performance of
AlD-Financed Projects in India

From 1951 through 1970 AID made dollar
loans totaling $712.3 million and local currency
loans equivalent to $394.9 million for capital
projects in India—concentrated in electric
power, manufacturing, and railways.

We reviewed capital projects involving AID
assistance of $5 million or more which had been
completed at least 1 year but not more than 10
years, to try to determine the success of these
projects, achievements of project goals, and
AID’s actions when goals and objectives were not
met. There were 19 such projects having loans



An AlD-assisted hydroelectric project in India.

totaling $687.4 million—$418.1 million in dollars
and the equivalent of $269.3 million in local
currency.

Our report to the Congress showed that AID
was limited in its ability to assess the effective-
ness of its assistance and lacked information on
which to propose and to negotiate corrective
action with appropriate Indian agencies.

AID recently established a system for obtain-
ing production and other data necessary to
ascertain whether anticipated levels of produc-
tion and use are being achieved and to identify
and analyze reasons for shortfalls. The system is
directed only to projects to be completed in the
future. (B-146749, Aug. 3, 1972))

Standardizing Maintenance Allowances
for Foreign Students

At the request of the Chairman, Subcommittee
on Foreign Operations, Senate Committee on
Appropriations, we monitored AID actions con-
cerning adopting standardized maintenance al-
lowances for foreign students. This request was
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motivated by our May 1972 report pointing out
the disparity in maintenance allowances for
foreign students sponsored and supported by
AID and the Department of State.

AID and State standardized maintenance al-
lowances for students in comparable programs
effective January 1973. Savings were generated
by AID’s (1) decreasing the maintenance allow-
ance rates paid to most of its students and (2)
discontinuing supplemental maintenance ex-
penses to its students involved in the change-
over. We estimated that this action, involving
more than 2,600 students at 222 institutions,
would result in net annual savings of $900,000.

(B-173240, Feb. 8, 1973.)

Housing Investment Guaranty Program

At the request of the Chairman, Senate Com-
mittee on Foreign Relations, we reviewed the
program’s effectiveness in Central America and
the financial aspects of the program managed in
Washington, D.C. In attempting to fulfill its

Housing in Nicaragua financed by the AID Housing Investment
Guaranty.

s e ey

149



INTERNATIONAL OPERATIONS

legislative objectives, the Housing Investment
Guaranty Program in Central America:

Financed functional, attractive, and gener-
ally self-liquidating housing.

Contributed immeasurably to the develop-
ment of housing institutions and the mobiliza-
tion of savings.

Had no appreciable impact on improving
housing conditions for lower income families
because only the upper 25 percent of the
economic stratum could afford housing under
the program.

Had no appreciable impact on improving
housing conditions when measured against
relative need.

We made several other recommendations di-
rected at improving financial reporting and
management of the program. (B-171526, May
22, 1973.)

AlID Loan Program Financial Statements

We reported to the Administrator of AID that
AID’s system of accounting and internal control
during fiscal vears 1969-71 could not be fully
relied on to insure that Loan Program assets
were properly accounted for or to produce
reliable overall financial statements and manage-
ment reports for internal and external use.

We believe that major improvement is needed
in AID’s loan accounting system and that AID
should place more emphasis on the value of
financial reports for management purposes. (B-
133220, May 18, 1973.)

Overseas Private Investment Corporation

The Overseas Private Investment Corporation
is a U.S. Government corporation which insures
and guarantees U.S. investors against certain
political and business risks in less developed
countries.

We reported to the Congress that the financial
statements, except for accounting for the Corpo-
ration’s potential claim liability, presented fairly
the financial position of the Corporation at June
30, 1972, and the results of its operations for
the year then ended. Due to the many impon-
derable factors affecting potential claims for
expropriation losses in Chile, as well as those
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affecting the contingent liability that the Corpo-
ration incurred as a result of its other contracts
of insurance and guarantees in force, we were
not able to express an opinion on the adequacy
of the amount reserved for losses. (B-173240,
June 13, 1973.)

Eximbank Financial Statements

We reported to the Congress that the financial
statements, except for the treatment of sales of
certificates of beneficial interest, presented fairly
the financial position of Eximbank at June 30,
1972, and the results of its operations for the
year then ended. The certificates of beneficial
interest sold subject to contingent repurchase
should, in our opinion, be considered as borrow-
ing or financing transactions rather than as sales
of assets.

We also reported that Eximbank had entered
into agreements with the Private Exporting
Funding Corporation, a private corporation, in
hopes of attracting new private capital to finance
U.S. exports. We questioned the need for the
Corporation unless it could obtain funds from
sources other than those already reached by
Eximbank. If both obtain funds from the same
sources and the Corporation charges higher
interest rates, it may be unnecessarily increasing
the cost of U.S. exports. (B-114823, Apr. 30,
1973.)

Other International Activities

The management and operations of U.S. Em-
bassies, consulates, and other U.S. installations in
foreign countries and foreign information and
exchange activities are primarily administered by
the State Department and the U.S. Information
Agency. We prepared one report on these
activities to the Congress, one to a Member of
Congress, and six to agency officials.

At the end of the fiscal year, we were review-
ing (1) State’s role in the international petroleum
crisis, (2) allowances and benefits paid to U.S.
Government employees overseas, and (3) man-
agement of real property overseas.



Language Training Programs and
Assignments for U.S. Government
Personnel Overseas

The U.S. Government spends about $60 mil-
lion annually for training and associated lan-
guage research for about 18,000 military and
civiian personnel in about 150 foreign lan-
guages.

In 1960 the Congress required that foreign
language competence of key U.S. Government
representatives be improved. Our report showed
that little progress was achieved in the past
decade toward substantially raising foreign lan-
guage competence of U.S. staffs abroad.

In the State Department, language-essential
positions not satisfactorily filled increased from
38 percent in 1963 to 43 percent in 1972. In
virtually all agencies, language-essential positions
were staffed with individuals lacking required
capabilities.

We made a number of recommendations to
improve Government management of language-
training facilities and programs and use of the
language-proficient personnel. (B-176049, Jan.
22, 1973.)

Management of Foreign Bank Accounts

The U.S. Disbursing Officer at the State
Department’s Regional Finance and Data Proc-
essing Center at Paris, France, maintains cash
balances in numerous foreign banks to permit
disbursements in the currencies of about 80
countries. The officer could reduce the interest
expense incurred by the U.S. Government by
keeping these bank balances at minimum levels.
In a report to the Assistant Secretary for Admin-
istration, State Department, we stated that the
average daily balances held by these banks
could, with proper management, be reduced
from $14 million to $4 million: We pointed out
that a sustained reduction of this size would, by
limiting the need for future Treasury borrow-
ings, save about $540,000 a year in interest paid
by the U.S. Government. (Oct. 13, 1972.)

Access to Records

Difficulties have continued in getting access to
information needed in our reviews of foreign
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assistance, programs involving U.S. relations
with foreign countries, and U.S. participation in
international organizations. These difficulties
were discussed in our testimony before the
Subcommittee on Foreign Operations of the
Senate Committee on Appropriations on April 9,
1973.

Our work in the Departments of Defense,
State, and the Treasury continues to be greatly
delayed because of the extent of case-by-case
screening and referrals of our requests through
channels into the upper levels in the Depart-
ments in Washington. Although absolute denials
of access to a document are quite rare, this time-
consuming process hampers our audit work.

Our position is that the right of generally
unrestricted access to documents and informa-
tion is based on the laws enacted by the Con-
gress and is inherent to the duties and
responsibilities of the Comptroller General.

Since the hearings, we have noted some prog-
ress in localized situations and, in general, less
resistance than previously experienced. We are
continuing to work on these problems with
Defense, State, and the Treasury to obtain the
information we think necessary to make our
audits.

Foreign Visitors

Each year the General Accounting Office
receives numerous visitors from foreign coun-
tries who seek information about how GAO
operates and its role in relation to activities of
the executive and legislative branches. Many of
these visitors are students of foreign countries
whose visits to the United States are sponsored
under U.S. foreign assistance programs.

During fiscal year 1973, we briefed and talked
to individuals and groups from 21 countries and
the Commission of European Communities.
Such assistance is limited to a few hours of
orientation and briefing and does not involve
long-term training. The visiting foreign nationals
included embassy officials; audit organizations
officials; finance, budget, treasury, and other
departmental officials; members of legislatures;
national bank officials; staff members of interna-
tional organizations; and others holding senior
financial management positions in government.
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CHAPTER TWELVE

TRANSPORTATION AUDIT AND
CLAIMS SETTLEMENT

Responsibilities

The General Accounting Office determines
the correctness of charges paid for freight and
passenger services furnished for the account of
the United States, recovers overcharges, and
settles transportation claims both by and against
the Government. We also settle and adjudicate
all general claims and demands by or against the
United States. In settling transportation and
general claims, we furnish technical support and
other assistance to the Department of Justice in
its prosecution or defense of suits to which the
United States is a party.

We review, evaluate, and report on the claims
settlement, debt collection, and transportation
activities of Government agencies and assist the
agencies in improving their effectiveness in these
activities.

The Transportation and Claims Division car-
ries out the above functions. Its staff of approxi-
mately 700 professional, technical, and clerical
personnel is headed by Thomas E. Sullivan,
Director, and Deputy Directors, Ralph E. West
(Transportation and Division Planning) and
James M. Campbell (General Claims and Agency
Reviews). An organization chart of the division
appears on the following page.
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Transportation Payments

Approximately $1.7 billion of commercial
transportation directly procured by the Federal
Government annually is for services procured on
standard forms and is audited centrally in GAO
on the basis of paid bills submitted by Govern-
ment agencies. Other expenditures for directly
procuring commercial transportation, which con-
sist primarily of contract services including the
transportation of mail, payments by the Military
Sealift Command for commercial ocean services,
and payments by Government corporations, are
audited onsite.

The Government also spends several billion
dollars annually for operating military transpor-
tation fleets, for moving civilian employees’
household goods on a commuted basis, for
reimbursing 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 agencies.

Federal agencies are required to pay the bills
of carriers upon presentation before audit by
GAO. Because accountable officers are ex-
empted by law from liability for any overcharges
by carriers improperly applying rates or from
charges on services procured by standard forms,
paid transportation bills are submitted to us for
central postaudit, for determination of over-
charges, and for recovery of overcharges directly
from the carriers.

During the fiscal year we audited 4.1 million
bills of lading for freight shipments, for which
the Government had paid about $800 million,
and 2 million transportation requests, for which
the Government had paid about $600 million.
From our audit of transportation payments, we
issued 74,586 overcharge notices to commercial
carriers requesting refunds totaling $11.9 mil-
lion. Collection from carriers totaled $12.8 mil-
lion, which was credited to basic appropriations
of the procuring agencies or, where this was not
possible, deposited in the Treasury as miscella-
neous receipts. A summary of this activity for
fiscal year 1973 is shown below.
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TRANSPORTATION AUDIT AND CLAIMS SETTLEMENT

BILLS OF LADING AND TRANSPORTATION REQUESTS

AUDITED DURING FISCAL YEAR 1973

Notices of overcharge issued

Number Amount paid Number Amount
Bills of lading .....oovvviiiniiniiianiinnnes 4,097,553 $ 830,389,145 64,281 $11,046,636
Transportation Tequests ... .%c.ceesceossnores 1,992,876 587,245,076 10,305 838,351
Total ..viininiiiieiieiiitnenanaans 6,090,429 $1,417,634,221 74,586 $11,884,987
The amount of payments audited was aboum  adjudicate transportation claims against the

16 percent less than in the previous year, and
the amount of the overcharges detected and
reported to carriers was about 20 percent less.
This was accomplished with 23 percent fewer
audit hours than were used on the transporta-
tion audits in fiscal year 1972. A schedule
showing transportation audits and collections for
fiscal years 1964-73 is included in appendix 7.

As part of our review of transportation pay-
ments, we identified hundreds of shipments
where the transportation services were procured
at the legal rates but resulted in excess costs to
the Government which were not recoverable
from the carriers. These traffic management
errors resulted from selecting uneconomical
routes, modes of carriage, or types of service
and were brought to the attention of responsible
transportation officials of the agencies involved
for corrective action.

Transportation Claims

Under our claims settlement authority, we

United States, with certain minor exceptions.
These exceptions relate to claims for loss and
damage, accessorial or supplementary transpor-
tation services, and amounts due because of
carrier errors in computing the original bills.
These latter claims are settled by the administra-
tive agencies but reviewed in our audit of paid
vouchers.

We received about 14,500 transportation
claims and settled or otherwise disposed of
16,505 claims for approximately $5.3 million.
On original unpaid bills for $864,000, which we
audit to fully protect the Government’s interest,
we disallowed about $164,000 because it ex-
ceeded the proper contract and/or tariff rates.
The balance of the claims were supplemental
bills of carriers for changes in their original
charges or demands for replacement of over-
charges we had collected. In disposing of these
claims totaling about $4.4 million, we certified
for payment $2.3 million and disallowed or
terminated $2.1 million. A summary of this
activity is shown below.

TRANSPORTATION CLAIMS RECEIVED AND SETTLED DURING FISCAL YEAR 1973

On hand July 1,

Settled On hand June 30,

Class of claims 1972

Received Number of claims Amount claimed

Amount allowed 1973

Freight .........coveiiiiiiat, 10,123 13,752 15,882 $5,094,743 $2,831,135 7,993
Passenger ......c.ovveiiiinnienns 443 697 623 173,924 156,005 517
Total ........ Ceereiennss 10,566 14,449 16,505 $5,268,667 $2,987,140 8,510

A schedule showing transportation claims set-
tled during fiscal years 1964-73 is included ir
appendix 7.

Payment Claims

As a rule, Government agencies must pay the
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obligations incurred in connection” with their
operations. There are, however, two classes of
claims we must adjudicate before payment can
be made or denied—those in which such reason-
able doubt exists as to preclude action by the
administrative agency in the absence of specific
statutory authority and those in which the ad-



ministrative agencies are prohibited by law from
paying before our settlement. We also consider
all reclaims of items previously denied by admin-
istrative agencies, unless the agency involved
determines that it can properly correct the
administrative disallowance.

Claims against the United States arise from
every kind of Government transaction and are
received from private citizens, civilian and mili-
tary personnel, business entities, and State and
foreign governments. The categories of claims
include Government contracts; compensation
due civilian and military personnel, including
overtime and premium pay; quarters and cost-
of-living allowances; travel; transportation of
household effects; per diem; allowances on
changes of official station; retirement pay; com-
pensation due deceased civilian officers, employ-
ees, and members of the Armed Forces and the
National Guard; and miscellaneous claims by
Government personnel and public creditors.

On July 1, 1972, we had on hand, exclusive of
transportation claims, 2,642 payment claims; we
received 6,459 during fiscal year 1973. During
the same period, 6,563 claims were settled and a
total of $130.6 million was allowed. As of June
30, 1973, a closing balance of 2,538 claims was
on hand. For fiscal year 1973, final action was
taken on 430 claims which were barred because
of the 10-year statute of limitations on filing
claims in the General Accounting Office.

Debt Claims

All Government agencies have primary re-
sponsibility for collecting debts arising under
their activities. However, they must report to us
for further collection action those debts on
which they have taken appropriate collection
action but which cannot be compromised or on
which collection action cannot be suspended or
terminated.

In connection with debts reported to us for
collection, we locate debtors whose addresses are
unknown, issue demands for payment, review
letters of explanation, and procure information
on the financial status of debtors. Every effort is
made to identify amounts due debtors by the
Government for application to their debts. Debt-
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ors who cannot pay the entire amount of their
debts at one time may make monthly installment
payments commensurate with their ability to
pay. When we cannot obtain voluntary payment
of a debt, we refer the case to the Department
of Justice for suit, provided the debtor’s finan-
cial circumstances warrant such action.

We adjudicate debt claims submitted by other
agencies because of doubt about the amount
due, the legal liability of the parties involved, or
the action to be taken. Similarly we independ-
ently adjudicate disputed claims asserted against
debtors by the various agencies when requested
by the debtors, their representatives, or the
agencies concerned.

On July 1, 1972, we had on hand 28,767 debt
claims with a face value of approximately $46.6
million. During fiscal year 1973, we received
26,528 claims and disposed of 25,615. Our

_collection actions totaled $4 million.

On June 30, 1973, 29,680 claims were on
hand with a total estimated value of $59 million.
Of these, we have 9,472 claims representing
accounts receivable of $7.4 million under collec:
tion. The Department of Justice has another
4,105 claims for $4.4 million under collection.
Thus 13,577 claims with a combined value of
$11.8 million are under collection. The other
claims are assigned to examiners and adjudica-
tors for processing.

We have authority to compromise settlements
on claims which do not exceed $20,000, exclu-
sive of interest. Compromise offers involving
larger claims are referred to the Attorney Gen-
eral for disposition.

During fiscal year 1973, we solicited 21,964
compromises from debtors and made 451 com-
promise settlements, in which $295,158 was
accepted to liquidate debts totaling $704,871.
Compromise settlements accepted by GAO are
final and conclusive on the debtor and on all
U.S. officials, agencies, and courts.

Executive agency heads are authorized to
waive claims for overpayment of pay to civilian
employees and military personnel in certain
cases of less than $500. If the claim is for more
than this amount or is the subject of an excep-
tion made by GAO in the account of any
accountable officer, only GAO can waive the
claim.

During fiscal year 1973, we processed 464
requests for waiver of erroneous payments of
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The Employee Advisory Council of the Transportation and Claims Division, a group of nonsupervisory employees organized November 15,
1971, continued to serve as a communication medium between management and all nonsupervisory employees in the division. From the
left, seated are Azzie Jones, Lillian W. Fogg; Barbara L. Manley; Arthur C. Lilly, Chairrman; T. E. Sullivan, Director; Benjamin Kiefer;
Celestine Clinkscale; Mary J. Harrison, Dorothy Welch Standing, left to right, Ruth R. Coffey, Harry Hooper; Charles LaMonte; Mary A.
Esperancilla; J C. Remington, Effinger W Gaines; John | Wallin, Regis T. Skeehan, Leonard L. Bryant; Fred E. Seets; Robert Richardson;
William Hopkens, Ill, Jerry W. Duncan, and David Lodwick, Assistant to the Director.

pay totaling $309,015. Waiver requests were
granted for the full amount in 355 cases totaling
$208,178. Ninety-three requests totaling $65,250
were denied, and the remaining 16 cases were
denied in part—$24,174 was waived and $11,-
413 was denied.

Agency Reviews and Assistance

During the year we prepared 13 reports
covering reviews of agencies’ transportation and
traffic management activities and payment and
debt claims activities. One report was submitted
to the Congress, one to a congressional commit-
tee, three to Members of Congress, and eight to
agency officials.

Transportation and Traffic Management

Joint Agency Transportation Study

We submitted our summary report on agency
implementation of the Joint Agency Transporta-
tion Study (JATS) recommendations to the
Chairmen of 17 congressional committees and
subcommittees and to the Director, Office of
Management and Budget. This report supple-
mented the JATS report of September 25, 1970,
which the same recipients had received.
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The summary report covered the actions of
GAO and other agencies responsible for imple-
menting the JATS recommendations for devel-
oping better systems for conducting Government
transportation business. We reported positive
action in (1) centralized payment at agency
levels, (2) automatic payment of freight charges,
(3) automatic payment of airline ticket charges,
(4) revision of the Government bill of lading and
transportation request, (5) cash payment of
freight and passenger charges, and (6) the
computerized audit of transportation charges.

In furthering the implementation of the JATS
recommendations, we dssisted the Senate Com-
mittee on Commerce in drafting its report on
legislation to exempt transportation payments
from the scope of the statute prohibiting ad-
vance payments (31 U.S.C. 529). The President
signed the legislation (Public Law 92-550) on
October 25, 1972. (B-163758, Nov. 8, 1972))

Payment of Alaskan Transportation for the
Bureau of Indian Affairs

At the request of Senator Mike Gravel, we
investigated the complaint of a barge carrier
concerning its difficulties in getting Government
bills of lading accomplished and in receiving
payment on transportation vouchers presented
to the Bureau in Alaska.

We reported that, with the enactment of



Public Law 92-550—the Transportation Pay-
ment Act of 1972—the problem of getting bills
of lading accomplished, often difficult and time
consuming at the remote villages served by the
carrier, will be alleviated. This law has permitted
us to develop a revised Government bill of
lading eliminating the requirement for a consig-
nee’s certification of delivery and replacing it
with a carrier’s certification. This bill of lading
will be given to the carrier at the time of
shipping, and he will retain it generally through-
out the shipment.

We also reported that the Bureau headquar-
ters has requested its Alaskan area offices to
improve their procedures for processing trans-
portation vouchers. It has also agreed, as we
suggested, to propose procedures to permit the
forwarding of transportation vouchers directly
to its payment center in Albuquerque, New
Mexico, and thus bypass the handling in the
Alaskan area offices. (B~163758, Mar. 13, 1973.)

Loss and Damage Liability on
Household Goods Shipments

At the request of Congressman Sidney R.
Yates, we investigated the handling of a military
member’s claim for loss and damage to his
household goods and the practice of common
carriers concerning lability when additional val-
uation was requested. The member had re-
quested additional valuation on his shipment
but, because the Government transportation of-
ficer handling the shipment had failed to prop-
erly annotate the shipment documentation of
that fact, the carrier refused to honor a claim
based on the additional valuation.

After reviewing numerous similar household
goods shipments, we informed the Congressman
that this case was unusual, because of the
transportation officer’s error in preparing docu-
mentation, and was not indicative of any general
practice by carriers to shift liability to the
Government. (B-176831, Feb. 7, 1973.)

Payment and Debt Claims

Agencies’ Implementation of Law Permitting
Waiver of Erroneous Payments of Pay

We reported to the Congress on 20 agencies’
implementation of Public Law 90-616, an act
providing for waiving in whole or in part a debt
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claim arising out of an erroneous payment of
pay to an employee of an executive agency on or
after July 1, 1960. For a claim to be waived, the
payment ‘must have occurred through adminis-
trative error with no indication on the part of
the employee of fraud, misrepresentation, fault,
or lack of good faith.

Agencies’ waiver procedures and operations
generally complied with the act and the stand-
ards prescribed by the Comptroller General, but
some initial confusion existed in formulating and
administering the procedures. Also differences
in interpreting the law and standards had re-
sulted in nonuniform application. The Comp-
troller General’s decisions and our advice and
assistance on representative types of waiver re-
quests have, however, contributed toward a
common understanding and increased uniform-
ity among agencies concerning the statute and
regulations.

Much progress had been made toward accom-
plishing the two primary objectives of the waiver
statute: (1) to relieve innocent employees of
liability for erroneous payments of pay and (2)
to relieve the Congress of the burdensome and
time-consuming task of considering private relief
bills. (B-152040, B-158422, Sept. 15, 1972.)

Procedures for Recovery of
Defaulted Student Loans

In December 1971, we reported to Congress
on improvements needed to recover defaulted
loans under the Guaranteed Student Loan Pro-
gram. Congressman Samuel L. Devine requested
a progress report on the actions taken since then
by the Office of Education, Department of
Health, Education, and Welfare.

We informed the Congressman that much
progress had been made and cited the imple-
mentation of our recommendations. The agency
has taken or is beginning action to improve its
collection operations, to reduce its backlog of
unprocessed cases, and to revise its procedures,
as recommended. (B~-117604(7), Feb. 26, 1973.)

Review of Administration of Debt and Payment Claims
at the Agency for International Development

In our report, we made suggestions to the
Agency which would result in less duplication
among its organizational units and increase over-
all efficiency. We helped revise collection proce-
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dures and instructions, stressing the importance
of screening debt files and acting promptly to
avoid the possibility of legal action being barred
by the statute of limitations.

Employees and their dependents who receive
medical care at Government expense under the
Foreign Service Medical and Health Program
and who are covered by private medical insur-
ance policies must claim and transfer to the
Government such benefits as may be payable
under these policies, less approved out-of-pocket
medical expenses.

As of December 31, 1971, approximately 130
bills were outstanding under the program, al-
most half of which were issued before 1971.
There was no follow-up action for as much as 1
year, no contact with insurance carriers, and
minimal telephone contact with debtor-employ-
ees to determine whether they had filed claims
with their carriers. Therefore we recommended
the agency take appropriate action for insuring
more timely processing and maintaining closer
contact with debtors and carriers.

We also made suggestions on outstanding
claims against contractors, overpayments to
training program participants, and clarification
on submitting doubtful claims to GAO. (B-
117604(15), Feb. 7, 1973.)

Followup Reports

In our continuing program for reviewing
agency regulations, procedures, and operations
for payment and debt claims, we reported to
agency officials on actions taken on our previous
reviews. These followup reviews covered the
Marine Corps Finance Center, the Navy Finance
Center, and the Air Force Accounting and
Finance Center.

Each report noted that the agencies were
generally following our prescribed policies and
were consistent with the standards issued under
the Federal Claims Collection Act of 1966.
Corrective steps have been taken or were being
actively explored in the areas in each finance
office where we had suggested additional im-
provements in operations. (B-117604(2), Feb. 2,
1973; B-117604(2), Apr. 30, 1973; B-117604(4),
May 27, 1973.)
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Other Traffic Management and
Transportation Activity Assistance

During the year our assistance to various
Government agencies in other aspects of their
traffic management and transportation activities
included:

Auditing the transportation accounts of the
U.S. Postal Service, on a reimbursable basis.

Furnishing information on freight rates,
household goods rates, and passenger fares
and charges to the Department of Defense.

Furnishing passenger fares and other trans-
portation data to the Department of Labor for
preparing the monthly Consumer Price Index.

Providing guest lecturers at the Army
Transportation School, Fort Eustis, Virginia,
and the Military Traffic Management and
Terminal Service General Traffic and Man-
agement Seminar in Atlanta, Georgia.

Considering and acting on various requests
from the administrative agencies for permis-
sion to deviate from established procedures to
provide more economical and efficient traffic
management.

We continued meeting with representatives of
individual carriers or members of their trade
associations to discuss and resolve mutual prob-
lems relating to our audit of carriers’ bills.
During the year we participated in seven meet-
ings with various domestic and international
trade associations and had numerous discussions
in Washington, D.C., with carrier and carrier
association representatives.

Technical Assistance

We continued to provide technical assistance
to the Department of Justice in its prosecution
and defense of transportation suits by or against
the United States and in proceedings before the
Interstate Commerce Commission. As part of
this assistance, transportation specialists partici-
pated in numerous conferences with members of
the Department. As noted before, our assistance
to the Department regarding general claims is
limited to referring debts and advising on com-
promise offers.

We reported debts against carriers involving
376 items totaling $109,634 to the Department
for collection. During the fiscal year, similar



debts covering 663 items totaling $245,679 were
settled by collecting $15,166 through judgments,
compromises, or other methods.

The Department notified us that carriers had
filed 19 suits covering 2,555 shipments. Four of
the suits filed and about 1,856 of the shipments
were on overseas movements of household
goods by the Department of Defense. The
amounts sued for are not stated in the petitions
filed in those suits, but we estimate the liability
of the United States on the approximately 850
suits filed in this and prior years to be about $25
million as the final rulings of the court are
applied.

In connection with the litigation on the move-
ment of international household goods, the
items which were in controversy and not deline-
ated by the parties at the initial trial rendered
on May 15, 1970 (192 Ct. CL. 75, 426 F 2d 329)
were decided December 12, 1972, in Trans Ocean
Van Service v. United States. As a result, the
plaintiff may submit claims on those issues that
were favorable to the carrier.

The Department of Justice declined to con-
sider our recommendation that a petition for
certiorari be filed in Global Van Lines, Inc. v.
United States (Ct. Cl. Nos. 259-65 and 355-65,
decided Mar. 17, 1972). Thus this decision has
become final. The plaintiff has already advised
that he will file claims in accordance with this
ruling.

We anticipate that the plaintiffs in the interna-
tional household goods cases will file approxi-
mately 300,000 claims because of the favorable
court rulings. The parties to the litigation are
considering proposals and counterproposals for
a compromise settlement of the suits filed by the
plaintiffs.

In the same period, we furnished technical
advice and other assistance to the Department of
Justice in 21 suits for $2,541,175 involving 2,120
shipments. Thirty-one suits, the subject of re-
ports in this or prior years, involving 2,218
shipments and $1,692,967, were settled by pay-
ing judgments for $832,952 and by dismissing or
withdrawing the balance.

The collecting of motor carrier overpayments
is another activity of continuing importance in
our audit and legal assistance work. Overpay-
ments arise when carriers apply unjust and
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unreasonable rates as defined by the Interstate
Commerce Act. Reparations for overpayments to
motor carriers may be recovered only through
suits filed in the U.S. district courts. During the
year we prepared reports on 10 motor carrier
overpayments involving 57 shipments and
claimed reparations of $33,574. Nineteen of the
cases were referred to the Department of Jus-
tice, and as of June 30, 1973, the Department
had filed suits on most of them. When advised
of unjust and unreasonable rate situations, cer-
tain motor carriers voluntarily refunded over-
payments on 208 shipments totaling $87,789.

Transportation Documentation and
Procedures

During the year we continued to make prog-
ress on implementing the documentation and
procedural recommendations in the Joint
Agency Transportation Study report. A major
hurdle to implementing certain récommenda-
tions was cleared on October 25, 1972, with the
passage of the Transportation Payment Act of
1972, Public Law 92-550. The act requires that
standards be promulgated by the Comptroller
General and the Secretary of the Treasury
before any payments may be made under it. We
completed a draft of the standards-and in May
forwarded it to the Department of the Treasury
for review and comment.

We have finished revising the Government Bill
of Lading and Government Transportation Re-
quest and have arranged with the General
Services Administration for requisitioning the
new forms early in July 1973. The new forms
should be available for use starting January 1,
1974, and will simplify the procurement, pay-
ment, and audit of freight and passenger trans-
actions. We have had numerous discussions with
the Department of Transportation and the car-
rier industry about adapting the JATS-proposed
bill of lading to the standard master format
sponsored by the Department. Since there are
many areas of conflict between the two formats,
we have proceeded with implementing the JATS
bill of lading but will continue to work with the
Department to reconcile the differences.

Following a successful completion of a test
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using a 5-part Government bill of lading for
shipments via motor carriers from their Federal
Supply Service depots, the General Services
Administration has requested our approval to
use this bill of lading permanently. The success
and approval of this system is a prerequisite for
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the General Services Administration’s system-
concept of providing automatic payment to mo-
tor carriers on a computer-printed Government
bill of lading, prepriced with the transportation
rate and charge. We are considering this re-
quest.



CHAPTER THIRTEEN

FIELD OPERATIONS

Responsibilities

The Field Operations Division, through its
headquarters staff and regional offices in princi-
pal cities of the United States, performs account-
ing and auditing work assigned by the directors
of all GAO’s operating divisions. In addition, it
performs assigned audits under the Government
Corporation Control Act (31 U.S.C. 841) and
similar legislation and the audit and settlement
of accounts of military disbursing officers.

This division is under the supervision of John
E. Thornton, Director, and Stewart D. McElyea,
Deputy Director. Its organization chart appears
on the following page. A directory showing the
location and managers of GAO regional offices,
suboffices, and military audit staffs is included
in appendix 9.

Audits of Federal Corporations
and Other Activities

The Government Corporation Control Act
requires GAO to annually audit the financial
transactions of Government corporations “in
accordance with the principles and procedures
applicable to commercial corporate transactions
and under such rules and regulations as may be

prescribed by the Comptroller General * * *”
Other laws provide similar audit authority for
unincorporated business activities. The Field
Operations Division is responsible for such au-
dits of the following corporations and other
activities.

Agriculture Credit Insurance Fund

Bureau of Engraving and Printing Fund

Disabled American Veterans

Environmental Financing Authority

Federal Crop Insurance Corporation

Federal Deposit Insurance Corporation

Federal Home Loan Bank System

Federal Home Loan Mortgage Corporation

Federal Prison Industries, Incorporated

Federal Savings and Loan Insurance Corpo-
ration

Gorgas Memorial Institute

Government National Mortgage Association

Government Printing Office Revolving Fund

Government Services, Incorporated

National Credit Union Administration

Panama Canal Company and Canal Zone
Government

Rural Telephone Bank

Saint Lawrence Seaway Development Corpo-
ration

Student Loan Insurance Fund

Tennessee Valley Authority

Treasurer of the United States

Veterans Canteen Service

Audits of these corporations and other activi-
ties consist primarily of examining financial
statements in accordance with generally accepted
auditing standards. Eight reports were submitted
to the Congress on this work during fiscal year
1973 in which we expressed opinjons on
whether the financial statements presented fairly
the financial positions and results of operations
of the Federal agencies involved. Twelve addi-
tional reports containing recommendations for
improving agencies’ financial management activi-
ties were issued to agency officials. These re-
ports are included in the list of audit reports in
appendix 2.

As in prior years, we could not fully discharge
our responsibilities for auditing the Federal
Deposit Insurance Corporation because the Cor-
poration would not permit unrestricted access to
reports, files, and other records relating to the
banks it insures. Therefore, we could not ex-
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DIRECTOR
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View from inside the building housing turbine unit 2 at TVA's first
nuclear power plant, Browns Ferry, near Athens, Alabama.

press an overall opinion on the Corporation’s
financial statements. We recommended in our
report (B-114831, Apr. 23, 1973) that the Con-
gress enact legislation which will clarify this
access-to-records problem.

In the report on our audit of the financial
statements of the Student Loan Insurance Fund
for fiscal years 1971 and 1972, we expressed the
opinion that the statements did not present
fairly the Fund’s financial position and results of
its operations because no liability was established
for estimated future losses on insured loans,
insurance premium income was based on rec-
ords we could not verify, records were not
adequate to confirm receivables, and inappro-
priate rates were used in computing interest and
allowance for losses.

We recommended that the Secretary of
Health, Education, and Welfare have the Office
of Education develop records for efficient ad-
ministration and for preparation of accurate
financial statements, fully inform the Congress
on the program’s future financial requirements,
recognize insurance premium income when
billed, include estimated losses on insured loans,
remove uncollectible items from loans receivable,
and compute the allowance for ‘losses on the
basis of loss experience. The Department con-
curred in our recommendations and took or
planned corrective action.

In future legislation on the Student Loan
Insurance program, we stated in our report that
the Congress may wish to consider the (1) lack
of disclosure of the full costs being incurred
under the Student Loan Insurance Fund, (2)
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substantial future funding required to pay fu-
ture losses, and (3) inadequacy of the insurance
premium rate to finance the direct Federal
insurance of student loans. (B-164031 (1), June
8, 1973.)

Organizations Outside the
Federal Government

In a report addressed to the board of trustees,
Government Services, Incorporated, we ex-
pressed the opinion that the financial statements
of that company for calendar year 1972 pre-
sented fairly its financial position and results of
its operations. The examination was made at the
board’s request. (B-114820, Mar. 28, 1973.)

Audits of Military Pay
and Allowances

In fiscal year 1973, the military services paid
2.3 million servicemen about $20 billion for pay
and travel. Through our staffs at the four
military finance centers—Cleveland (Navy), Den-
ver (Air Force), Indianapolis (Army), and Kansas
City (Marine Corps)—we test the accuracy and
legality of payments made by military disbursing
offices throughout the world, review finance
center operations, and make servicewide reviews
of various types of pay and personnel activities.

During the year we issued 140 reports to
various military officials—6 dealt with such ser-
vicewide problems as proficiency pay entitle-
ment, the need for better guidelines on granting
travel time to servicemen changing stations, and
the need for improved controls over quarters
allowances paid to single men. The remaining
134 reports were addressed to station and ship
commanders and dealt with the accuracy of
payments by individual disbursing officers.
These reports are identified in appendix 2.

Many of our reports over the years have dealt
with one overriding problem—numerous and
complex laws and regulations lead to erroneous
and inaccurate payments. The military depart-
ments have corrected the errors we identified
and have taken some action to preclude recur-
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rence. However, the complexity of the laws and
regulations continues to cause millions of dollars
in errors year after year.

At yearend, GAO was assessing the overall
quality of the military pay systems (including

FIELD OPERATIONS

travel) and was evaluating the impact the new
computerized pay systems (JUMPS) will have on
the accuracy of payments. A report, with recom-
mendations for improvement, will be issued in
fiscal year 1974.
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ADMINISTRATION

Personnel Management

The Office of Personnel Management is re-
sponsible for staff acquisition and development,
employment policy guidance, and personnel
management services. During fiscal year 1973,
special efforts were devoted to (1) developing
improved employee appraisal and counseling
techniques, (2) implementing a headquarters
professional staff rotation program, and (3)
promoting equal employment opportunity in all
components of GAO. Leo Herbert is the Director
of the Office. A position of Deputy Director,
created late in the fiscal year, was filled by
Joseph P. Normile, former Director of the
European Branch.

An organization chart appears on the follow-

ing page.

Recruiting

On June 30, 1973, we had 4,962 employees,
excluding 148 contract personnel. Our profes-
sional staff, about 70 percent of all personnel,
totaled 3,358, an increase of about 5 percent
over fiscal year 1972. The following table sum-
marizes the changes in number of employees
during the year.
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ANALYSIS OF STAFF CHANGES
FISCAL YEAR 1973

Technical
Professional and other Total
Employees on rolls
July 1, 1972 ........ 3,128 1,698 4,826
Appointments ........... 478 362 840
Transfers between
CAtEgOrTIes .evevvsons 58 (58) ches
Separations:
Retirements ..ooveveesn 90 95 185
Transfers to other
ABENCIeS «vvvrern.n 66 44 110
Other reasons ......... 150 259 409
Total separations. 306 398 704
Employees on rolls
June 30, 1973 ...... 3,358 1,604 4,962

We continued during fiscal year 1973 to
diversify our professional staff by also employ-
ing individuals with training or backgrounds in
disciplines other than accounting and law, such
as in engineering, economics, business and pub-
lic administration, management sciences, and
psychology.

The following table shows the composition of
our staff at June 30, 1973.

COMPOSITION OF STAFF

Professional
Accountants and auditors ......c0viieieniiienan . 2473
Other auditors (with principal backgrounds in
business or public administration) ........... 567

ALOTNEYS o .iivenivnnenennsoncnnnanss [ 100
Actuaries and other mathematical scientists ....... 62
Claims adjudicators ....veveeerernreneneenesens 46
Engineers ....c.ouivvenneeonsenneeenss Vernanes 24
Computer specialists ...... e ieereaees Chvaneas 19
Economists and other social scientists ............ 16
Personnel management specialists ......couiueene. 16
Other ... ..iiiiiiiiiiiiiiiiieiiaennes e 15
Transportation specialists «........ tesecinirnine 14
InvestiZators . ..uuveeevierienonrnnecneaneenss .. 6

Total professional staff .................. 3,358
Technical
Transportation rate auditors «....oeveeeeneesoess 236
Fiscal auditors ....covvuneinininneneronnnnnnns 65
Claims adjudicators and examiners ...... Cereaaan 54
Legal assistants «..ovvvivinniinnceneeconnnnnnnes 9

Total technical staff ..................... 364
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OFFICE OF PERSONNEL MANAGEMENT

DIRECTOR

L. HERBERT

DEPUTY DIRECTOR

EQ%?,';S;‘:[&"?’YT&ENT ASSISTANT TO DIRECTOR
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Other

Administrative and clerical .................. . 1,191

Wage board .......ciiiiiiiiiiiiiiiiiiiiiaes 49
Total other staff .......ovvviiieeivennnss 1,240
Total ... it ettt i 4,962

The location of our staff by division or office
is shown in the table below.

Recruiting—Professional Staff

GAO recruits at major colleges and universi-
ties throughout the country. During the fiscal
year 1973, our recruiters visited approximately
320 campuses and we employed 381 top-quality
graduates. We also employed 80 experienced
professionals at the GS-11 through GS-15 grade
levels and reemployed 17 staff members who
returned to GAO from military service.

Acquainting college faculty members and stu-
dents with GAO is an important part of our
recruiting program. During the year, approxi-
mately 120 faculty members and placement
officials from various educational institutions
attended meetings sponsored by GAO, and
many college and university students visited our

Annually GAO field representatives form a vital link to colleges and
universities throughout the Nation. H. Hajji Barber (right) of the
Detroit regional office discusses career opportunities with a senior
during a minority student business conference.

opportunities. Also, to help us in our recruiting
and training efforts, we have a panel of 14
distinguished educator-consultants, eminent in
their academic fields, who meet with GAO
officials twice a year to exchange ideas about
GAO programs and to suggest ways to increase
interest in public service careers, particularly in

regional offices to learn more about career GAO.

Division or office Professional Technical Other Total
Comptroller General ........oiiiieiiiiinieininrnsnnses 15 e 19 34
Administrative Planning and Services «.....cctvvivenrneenns 9 e 260 269
General Counsel .....vviiininiiiiiiieninineenineneaanns 97 8 99 204
Federal Elections v.vvueeneeseaoosasrosseconossscneannas 16 1 10 27
Personnel Management «...oveeeereonsonroccarsossananns 151 1 79 231
POliCY o ovvvininiinraiitenneionrsenesnanronssarnanesnns 7 e 2 9
Program Planning ....voiveveinriieiieirnrnrsnsncaessos 3 BN 3 6
Internal Review ... ..iiiiiiiiiiiiiiiiiiiierieneaannns 9 AN 2 11
Financial and General Management Studies ................ 159 e 33 192
Logistics and Communications .......c.cvviiiiiiieinienns. 132 26 158
Procurement and Systems Acquisition ..........cv.cviiiiaen 142 cee 28 170
Federal Personnel and Compensation ..........coceveevnians 59 . 13 72
General GOVErNMENE «vvvvuvvrnecartvinesrunroreonersones 147 RN 30 177
Resources and Economic Development J......c.o0iiinins 200 1 34 235
Manpower and Welfare .........cevevvensnnneeennannsnns 189 1 36 226
International .....otiiiiiiiiiiiiiiicirictiontacnansans 118 4 28 150
BUrope .ttt e it i it 52 e 5 57
Far Bast oovnuiiiiiniiiiniiniornninsessasrnonsnsanns 70 ces 9 79
Field Operations ....vieeeieieunsrnneecacrssarsssreonanss 1,724 59 187 1,970
Transportation and Claims ... .oveneeeerinrtroesaaoanns 59 289 337 685
Total ettt i e ie ittt ae s 3,358 364 1,240 4,962
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Intern ProgyamforAttorneys familiar with our office facilities, routines,
work requirements, and operational practices.

In early 1973 we inaugurated a summer Create a body of informed:- people on law
intern program for attorneys in the Office of the school campuses who could disseminate accu-
General Counsel, with four primary objectives: rate information ahout GAO to their fellow

Develop a pool of capable and fully eval- students and thereby stimulate interest in the
uated potential staff members, favorably dis- office as a source of employment.

posed toward the office as a primary

postgraduation employer, to whom we could We selected 16 second-year law students for

direct offers with the likelihood that a sub- the program, with the expectation that they

stantial number would accept them. would function as working _attorneys writing
Provide an opportunity to evaluate the per-  decisions whenever possible, under the supervi-
sonal attributes and professional characteris-  sion of senior staff members. The program was

tics of a potential staff member in performing  well received by students and supervisors alike;
office work before permanently employing  with less than a month’s experience, one student
him. wrote a decision which was selected for publica-

Reduce the break-in period needed to turn  tion in our annual bound volume of the “Deci-
a new staff member into a fully productive sions of the Comptroller General.” According to
staff attorney, because he would already be the number of applications for employment

The Professional Staff Management group is charged with coordinating and monitoring the professional staff rotation program in
Washington, D.C. Mike Burnett (right) of the staff discusses a new assignment with Joe Hobbs, a first-year professional staff member.
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following graduation, the program has been
highly successful.

Recruiting—Support Staff

Obtaining competent secretarial talent is a
continuing goal of placement officials. This year
we hired an experienced recruiter on a full-time
basis and, since January, have appointed 55
secretaries, many with 2 or 4 years of college. In
addition, we appointed several general clerical
employees to aid the day-to-day operating activi-
ties of our support staff.

Professional Staff Management

By memorandum of August 15, 1972, the
Comptroller General formalized a revised
professional staff rotation program for head-
quarters divisions. The Professional Staff Man-
agement group was created in the Office of
Personnel Management to assist in administering
this program.

In fulfilling this responsibility, this staff made
over 400 assignments and reassignments—320
for upper level staff members—during fiscal
year 1973 and held over 900 counseling sessions
with first-year staff members. When possible,
assignments were made in consideration of the
expressed interest of staff members.

New rating procedures were put into effect
for upper level staff members to delineate highly
effective, above average, average, and below
average staff members and to indicate when they
would be eligible for promotion. Ratings were
monitored to insure fairness and to assess rates
of development.

Staff Development

Professional Staff

The nature of GAO’s work is such that
constant attention must be given to providing
suitable training and educational opportunities
to staff members. To help staff members in-
crease their knowledge and competence, we
conduct training programs in-house, such as the
following:
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SUMMARY OF INTERNAL CAREER DEVELOPMENT
PROGRAM FOR PROFESSIONALS

Programs Requirements for participation

Individual training:

1 to 12 months’ experience

15 to 18 months’ experience
27 months’ experience
Supervisors at grade GS-12
Managers at grade GS-13
Staff at GS—13 level and above

First-year training
Intermediate
Supervision I
Supervision 1
Managerial approaches
Systems analysis

Operational team training:

Message design workshop Audit groups with interest and

need

Message design Audit groups with interest and
{briefing skills) need

Writing skills Audit groups with interest and
need

Statistical sampling Audit groups with interest and
need

College and University Training. Those engaged
in evaluating Federal programs must keep
abreast of new developmenis and assessment
techniques. During fiscal year 1973, as in years
past, many of our professional staff, and others,
took courses in such areas as automatic data
processing, communications, operations re-
search, economics, statistics, management, and
supervision, as well as in accounting, financial
management, and contracts.

Professional Recognition. Becoming a CPA is an
important milestone for those in the accounting
profession. Most States now recognize that the
professional nature of GAO work meets their
eligibility requirements. During fiscal year 1973,
7 staff members passed the CPA examination
and 18 received their certificates. Four employ-
ees with certificates also joined the staff. We
have 510 staff members who are CPAs, and 121
others have passed the examination and will
receive certificates after completing the experi-
ence requirements.

During the year, six staff members received
law degrees and two acquired bar membership.
Our staff now includes 123 who have been
admitted to the practice of law in one or more
of the States or the District of Columbia.

More than 20 staff members were awarded
advance degrees during the year: 15 masters of
business administration degrees, 3 master of arts
degrees, 1 master of public administration de-



gree, and several others in governmental affairs,
accounting, and management of natural re-
sources. One staff member was awarded the
degree of doctor of business administration, and
one was certified as a professional engineer.

Upper Level and Special Education Programs.
Annually, selected members of the professional
staff are chosen to participate in executive
development programs at the graduate schools
of business administration at such leading uni-
versities as Columbia University, Cornell Univer-
sity, University of Virginia, Harvard University,
The Pennsylvania State University, and Stanford
University and at the Brookings Institution con-
ferences, Federal Executive Institute, and execu-
tive seminar centers.

Other significant programs for fiscal year
1973 in which GAO staff members participated
included:

Fellowships in Congressional Operations for
Executives

Foreign Service Institute

Industrial College of the Armed Forces

National War College

President’s Executive Interchange Program

Intergovernmental Affairs Fellowship Pro-
gram

American Association of Collegiate Schools
of Business—Sears Roebuck Foundation-
—Federal Faculty Fellowship Program

Technical and Support Staff

In the early part of 1971, we revamped our
clerical training and initiated a career develop-
ment program in which support services person-
nel can improve their skills and develop new
ones. This program is adjusted and revised
according to staff needs and other circumstan-
ces.

We also support outside training when appro-
priate to further opportunities for development
and upward mobility. (See also Equal Employ-
ment Opportunity section on page 174.)

Supervisory training is provided for technical
and support services personnel. Occasionally,
technical and administrative staff participate in
writing skills development training similar to
that provided for professional staff and some-
times participate along with the professional
staff.

ADMINISTRATION

SUMMARY OF INTERNAL CAREER DEVELOPMENT
PROGRAM FOR SUPPORT SERVICES

Course Who can attend

Office skills GS5-2, 3, and 4
Basic typing:
Phase 1 Personnel who cannot type
Phase II Personnel who can type 25 words

per minute

GS—4 and above clerk-typist and
secretary (typing)

GS-3 and above

Personnel who take dictation at 50
words per minute or better

GS—6 and above

Basic shorthand

English style practices

Shorthand refresher

Seminar for secretaries

Personnel Operations

Day-to-day personnel management responsibil-
ities include position classification, wage adminis-
tration, incentive awards, labor-management
relations, administrative appeals and grievances,
health and safety, a variety of employee benefits,
personnel security, and retirement counseling.

Classification studies, surveys, and recommen-
dations to management are made annually to
achieve greater efficiency and meet changing
objectives. This fiscal year, more than 12 com-
prehensive surveys or organizational realign-
ments were completed, and approximately 240
positions were reclassified.

Under our incentive awards program, internal
and interdepartmental suggestions were proc-
essed and our largest honor awards ceremony
was held on June 15, 1973. The Comptroller
General presented 57 special achievement
awards; 12 were group awards involving 185
individuals, including the Health Facilities Con-
struction Costs Task Force and the Task Force
for Measurement and Enhancement of Govern-
mental Productivity—landmark cases in GAO’s
efforts to improve economy, efficiency, and
effectiveness in Government operations.

GAO had the largest number of retirements
ever—185—in fiscal year 1973, and its preretire-
ment planning and counseling staff had numer-
ous counseling sessions covering civil service
benefits, including annuities, insurance, medical
coverage, and related matters.

During the year, the personnel operations
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Position review and classifical

and Tom Webber, members of the Classification and Standards Staff, on the findings in

staff also revised policies on equal employment
opportunity, work injury benefits and compensa-
tion, damage claims affecting GAO motor vehi-
cle drivers, leave, and employment of experts
and consultants,

Upward Mobility

In February 1973, we established a special task
force to create new job classifications to bridge
nonprofessional and professional positions in the
General Accounting Office. The Task Force for
the Development of New Job Classifications
identified the target population for the pro-
gram, as well as the target professional positions,
and has structured preprofessional positions
leading to each target. The task force’s pre-
professional program will train, counsel, and
educate selected nonprofessional employees so
they can advance to professional management
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tion is an essential element of personnel administration Mrs. Kathleen Welsh briefs Jeff Oltchick, Bob Rissler,

a major organizational and job survey.

analyst, attorney, and adjudicator positions. The
task force has also developed a process to
identify employees eligible to enter the profes-
sional ranks directly.

The task force also developed a selection
process which uses four-man interview teams
and a seven-member selection panel of GAO
employees. Selection criteria have been chosen
which provide the broadest and most compre-
hensive base possible on which to assess a
candidate’s potential for career advancement.
The selection process was successfully tested in
selecting participants of the freight rate specialist
training program in the Transportation and
Claims Division.

The Civil Service Commission is aiding the
task force in identifying the job elements neces-
sary for success in a management analyst posi-
tion. A test specially designed to measure these
elements will be developed in the next fiscal year
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in cooperation with the Commission to deter-
mine advancement procedures leading to profes-
sional management analyst positions. This
process will serve as a model for identifying job
elements required for other positions and for
developing special tests for each career advance-

ment training program leading to a different
target position.

Other task force recommendations pertain to
remedial and preparatory training, released
time, and a systematic outplacement program, to
be implemented in the future. It also recom-
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mends the development of career advancement
programs leading to highly skilled technical
positions.

A director of the program is to be designated.
He will assume responsibility for implementing
the program which will continue under the
guidance of the task force for the first year and
then will be placed under the auspices of the
Office of Personnel Management.

Equal Employment Opportunity

During the year emphasis was placed on
hiring women and members of minority groups
for professional positions. GAO established in its
1972 EEO action plan a goal of recruiting at
least 10 percent from minority groups and 10
percent women,

By implementing an aggressive recruitment
program, we surpassed these goals. For example,
of 284 professional persons hired at entry-level
grades GS-7 and GS-9 between October 1, 1972,
and June 30, 1973, 72 were members of minor-
ity groups and 32 were women. In addition,
three minority members were appointed at the
GS-15 level, two at GS-13, and four at GS-11.
Five women were hired at the GS-13 level and
one at GS-11.

EEO Personnel

Many new EEO personnel were selected or
appointed to various positions throughout GAO
in fiscal year 1973. This included the designa-
tion of Alexander A. Silva as full-time Deputy
Director, Equal Employment Opportunity, who
serves under Milton J. Socolar, Acting Director.
Mr. Silva has the major responsibility for devel-
oping, administering, and monitoring the equal
employment opportunity program.

Twenty-eight new part-time EEO officers in
senior management positions aid the Acting
Director, Equal Employment Opportunity, by
insuring that formal complaints of discrimina-
tion are expeditiously processed and, if possible,
are resolved informally. They also act as princi-
pal advisers to heads of divisions and offices in
implementing the program. Thirteen officers
are in headquarters divisions and 1 is in each of
the 15 regional offices.

Thirty-four new part-time EEO counselors
were also appointed and received the required
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GAQ’s first Equal Employment Opportunity Awards were presented
at the Seventh Annual Awards Ceremony held in the GAO Audito-
rium, June 15, 1973. From the left" Leo Herbert, Director, Office of
Personnel Management, and Chairman, Personnel Relations Steer-
ing Committee; Chester E. Martin, Transportation and Claims
Division (awardee); Barney R. Putnam, Jr., Office of the General
Counsel (awardee); and Milton J. Socolar, Acting Director, Equal
Employment Opportunity Program.

Civil Service Commission training. Thirteen
serve headquarters units, and 21 serve regional
offices and suboffices. Counselor appointments
at headquarters were made on the basis of
nominations presented by a selection committee
widely representing EEO interests, particularly
those of minorities and women.

In February 1973 elections were held for new
representatives to the EEO Advisory Council
established in 1971. The Council has 18 mem-
bers, 14 elected by employees in secret ballot to
represent the various divisions and offices and 4
appointed by organized employee groups. These
include the Black Caucus, Lodge No. 8 of the
American Federation of Government Employees,
Local 1822 of the National Federation of Fed-
eral Employees, and the GAO Employees Associ-
ation.

Administrative Planning
and Services

The Office of Administrative Planning and
Services, under the direction of Clerio P. Pin, is
responsible for providing all divisions and of-
fices of GAO with a wide range of support
services. Major changes in the Office during the
year included the transfer of the GAO Library
from the Office of General Counsel and the
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merger of the Data Processing Center with the
Organization and Management Planning Staff.
The organization chart on the preceding page
shows the five major components of this office.

Organization and
Management Planning Staff

The Organization and Management Planning
Staff is responsible for (1) making detailed
studies of organization and procedural problems
assigned by the Comptroller General, Deputy
Comptroller General, and Assistant Comptrollers
General and (2) designing, testing, and assisting
in the implementation and followup of internal
management systems. This staff also provides a
variety of ADP services to other divisions and
offices.

Projects worked on during the year included
handling of congressional requests, speeding up
report processing, distributing workload among
regional offices, developing audit assignment his-
tory records, evaluating the Legal Reference Serv-
ices of the Office of General Counsel, reorganiz-
ing document dissemination functions, and im-
plementing a document disposal and inventory
level control program in support of distribution
and mailing operations.

In February 1973 the General ADP Systems
Group was established within the Organization
and Management Planning Staff. The responsi-
bilities of the group include developing long-
range internal ADP plans, developing and main-
taining Office-wide internal ADP systems, and
assisting line managers in developing informa-
tion systems for their specific needs. The group
also reviews and recommends action to the ADP
Steering Committee on all new management
information systems, major changes to ADP
hardware, and major problems in the develop-
ment of ADP systems. In addition, the group
prescribes data processing standards for Office-
wide internal use.

Management Services Branch

The name of this branch, formerly known as
the Records Management and Services Branch,
was changed during the year to reflect its
diverse activities, of which records management
is only one part. One major change in function
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occurred when the Distribution Section was
transferred from the Publications Branch to the
Management Services Branch.

Of the branch’s ongoing activities, perhaps the
most difficult and comprehensive was moderniz-
ing and improving the working environment of
GAO staff members. About 33,000 square feet
of space on the seventh floor of the GAO
Building was renovated with a new ceiling and
lighting system, new carpeting, and a new office
configuration to house approximately 200 staff
members. In addition, nearly 50.000 square feet
on the fifth floor of the building was improved.
The emphasis for this project was on breaking
up open areas and providing attractive colors
and floor coverings. About 300 employees bene-
fited from this first of three phases of work for
the Transportation and Claims Division.

Also, the Atlanta, Seattle, and Philadelphia
regional offices moved into new quarters, and
several other regional offices were renovated.

The Distribution Section added about 20 staff
members to this branch. This section is responsi-
ble for distributing (1) most GAO publications to
both the public and GAO’s staff and (2) a variety
of publications originating in other agencies to
the staff.

The Editing and Special Reports Section,
added to this branch last year, edits the GAO
audit reports, the annual report, a quarterly
magazine for the staff, and other publications.
Over 32,000 pages were edited during the year.

The Supply and Services Section entered into
nearly 4,700 purchasing actions during the year
to satisfy the agency’s nationwide needs. This
section also monitors the receipt of purchases,
maintains accountability records, and performs
the full range of property management and
disposal activities.

An equipment repair and carpenter staff
serves the Washington offices, and a mail and
messenger staff provides mail delivery and spe-
cial services daily throughout the GAO Building
and to some 45 audit sites in the metropolitan
area.

The Records Information Section answered
nearly 1,600 requests from private individuals or
Government agencies for access to, or informa-
tion from, GAO records. The Illustrating Ser-
vices Section provided well over 10,500 pieces of
individual artwork in an expanding program of



audiovisual support for GAO audit reports and
internal presentations.

The records management responsibilities of
this branch included approving 55 records dis-
posal schedules and lists for records of other
agencies in which GAO is interested.

Budget and Finance Branch

The Budget and Finance Branch:

Prepares in final form and administers the
GAO budget.

Maintains liaison with the Office of Manage-
ment and Budget, the Treasury Department,
and others on budget, payroll, and related
financial matters.

Maintains the central administrative ac-
counting and financial reporting systems, in-
cluding summary accounting control and
deposit of all GAO collections involving Gov-
ernment agencies.

Examines and certifies administrative vouch-
ers and invoices covering operating expenses.

Prepares, examines, and certifies GAO pay-
rolls and prepares or maintains related rec-
ords and reports.

Provides the above services, on a reimbursa-
ble basis, to the Cost Accounting Standards
Board.

During fiscal year 1973, this branch prepared
and approved financial plans for each of the
divisions and offices. Using a financial plan to
manage available resources emphasizes dollar
control, and we expect this emphasis to improve
our management effectiveness. A reporting sys-
tem providing more timely and useful informa-
tion will support our financial management
system in fiscal year 1974.

To speed the processing and payment of
miscellaneous vouchers, we developed and in-
stalled a simplified interim automated system.
The system provided input editing, summary
and detailed accounting information, routine
management reports, and magnetic tapes used
by the Treasury Disbursing Center to issue
checks and prepare lists of payments to he
made.

We are designing an automated financial man-
agement system to replace our manual and
interim systems. Installation will begin in fiscal
year 1974. The ADP techniques are expected to
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improve the timeliness and usefulness of finan-
cial reports by providing information pertinent
to current management decisions. Also, we ex-
pect to combine financial data with data from
other subsystems to provide useful information
related to productivity and unit costs.

Publications Branch

The Publications Branch is responsible for
copy preparation, copying, printing, printing
procurement, and binding. Its major products
are the Comptroller General’s audit reports.
Because of the sensitivity and significance of
these reports, special attention is given so that
they reflect the highest standards in preparation
and production and so that they are distributed
promptly and properly. The branch also pro-
duces manuals, decisions, digests, memoran-
dums, regulations, forms, statements, press
releases, drafts, audit programs, and other docu-
ments in accordance with prescribed policies and
procedures.

The Publications Branch also:

Furnishes information on legal, regulatory,
and procedural printing requirements and
provides advice and assistance on such matters
as methods and techniques, costs, schedules,
and whether printing services can or should
be provided by the branch or obtained from
the Government Printing Office.

Prepares and submits specifications and req-
uisitions for printing obtained from GPO.

Represents GAO before the Joint Commit-
tee on Printing and prepares reports and
requests to this Committee.

Furnishes photoprints and enlargements or
reductions of material.

Recommends the acquisition of new equip-
ment and disposal of unserviceable or surplus
equipment.

Because of the increase in the number of
reports and other work, the equipment in the
Publications Branch has been modernized. The
Copy Preparation Section uses the latest mag-
netic tape and card typesetting systems and
computer-based text processing service. The
Printing Section has been equipped with roll-fed
perfector presses, high-speed collators, and plate-
makers. A Fast Copy Center has been estab-
lished with fully automated eg_qi_p’r_ne\nt which
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provides short-run copies efficiently and eco-
nomically.

GAO Library

The GAO Library serves all the offices and
divisions. Its annual inventory showed 59,382
volumes, binders, pamphlets, and magazines.

In April the library began to serve staff
members who use the Congressional Research
Service Selective Dissemination of Information
System. The system supplied bibliographic data
to staff members on one or more of its 187
subject categories. Members reviewed the biblio-
graphic data and the library provided hard
copies of the material they requested. Each
month the library received over 150 requests for
hard copies. To accomplish this task contacts
were made throughout the United States for
material unavailable in the Washington area.

The library uses an interlibrary loan service to
borrow books and periodicals from other librar-
ies. During the year it borrowed 1,883 items.

This spring the library also began to publish a
monthly accessions list which informs staff mem-
. bers and other Federal libraries of new additions
to the library and other library holdings of
interest. This list is invaluable to the staff and
has generated considerable interest in the li-
brary.

The library purchases periodicals for the en-
tire staff, except the regional offices. In January
it began to use a subscription agent to purchase
most periodicals. During the year the library
increased the number of periodicals available to
the staff from 159 to 270.

Policy

The Office of Policy, under the supervision of
Allen R. Voss, Director, is responsible for advis-
ing and assisting the Comptroller General on
policy formulation, guidance, and review with
respect to all GAO functions.

The Office’s responsibilities include (1) con-
ducting or sponsoring research in accounting
and auditing theory, objectives, practices, and
techniques, (2) developing auditing policies,
standards, and procedures for.the guidance of
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GAO’s operating divisions, (8) furnishing policy
advice on accounting and auditing problems, (4)
reviewing, on a selected basis, audit assignments
proposed or in process, and (5) reviewing pro-
posed reports for the Comptroller General’s
signature. It also advises and assists in develop-
ing operating policies and guidance for GAO’s
legislative, legal, claims, and administrative activ-
ities.

Program Planning

The Office of Program Planning, under the
supervision of William N. Conrardy, Director,
was established as a part of the April 1972
reorganization. It is responsible for advising the
Comptroller General on GAO objectives, budget
development, resource requirements, and direc-
tion of effort and for monitoring and evaluating
operational plans of GAO divisions and offices.
To promote effective planning, the office pro-
vides guidance and counsel in developing divi-
sion and office plans.

Internal Review

The Office of Internal Review, under the
supervision of Lloyd G. Smith, Director, is
responsible for reviewing the operations and
performance of all GAO divisions and offices.
The office’s work includes (1) evaluating GAO
performance under established policies and pro-
cedures and identifying ways of achieving more
effective, efficient, and economical performance,
(2) examining and evaluating the extent and
nature of divisions’ and offices’ compliance with
prescribed GAO policies, plans, and procedures,
(3) reviewing the system of management controls
over operations and resources, (4) examining
accounts, financial transactions, and other man-
agement reports for reliability and usefulness,
and (5) making specific examinations requested
by the Comptroller General. Reports prepared
by this office are submitted to the Comptroller
General and the Deputy Comptroller General
with findings, conclusions, and recommenda-
tions.



APPENDIX 1

NUMBER OF AUDIT REPORTS ISSUED DURING FISCAL YEAR 1973

Total Congress 2 Committees 3 Members Agency
officials ¢
Executive Office of the President .......... eeeraeeeiaeas 26 4 1 19 2
Civil departments ....vooveiiiieiiiirernnrecennnsenennes 277 35 73 56 93
Military departments:
Department of Defense .....ovvvevnnnrrennnerennnaens 94 24 17 20 33
Department of the Army ....oviiiiiiiieieeaniinnanss 61 2 9 7 43
Department of the Navy ...vviiiiiiiiiiiniiiiaceenes 51 2 1 9 39
Department of the Air Force .........ovvniiiiinnn., 135 2 2 12 119
Independent agencies .....coiuiiiiiiiiiiiiiiiiiiiaaes . 103 16 21 29 37
International activities ... ..vvuiiiinriiiiiiiniiriiiienas 74 27 16 5 26
Government-wide and multiagency activities ............ . 48 14 18 13 3
Legislative branch .......viiiiiiiiiiiiniiieeiarinneran 17 3 10 ves 4
District of Columbia Government ........covevueeunnana.. 13 3 8 1 1
Other organizations outside the Federal Government ......... 8 . 4 1 3
Joint reports by GAO and other agencies .................. 2 e cen . 2
909 152 180 172 405
Office of Federal Elections reports ......oovvuniennans. . 40 T
Total vttt i it it 949

NOTES

! A detailed listing of these reports is contained in appendix
2. Substantially identical reports shown more than once in the
listing have been counted as one report.

% Reports submitted to the Congress are addressed to the
President of the Senate and the Speaker of the House of Rep-
resentatives. Copies are sent to the Director, Office of Manage-
ment and Budget; the Senate and House Committees on Ap-
propriations; the Senate and the House Committees on Gov-
ernment 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 agencies reported on; and others directly af-
fected.

2 Includes reports addressed to officers of the Congress.

* Comprises reports addressed to heads of departments or
agencies, to other officials at department or agency headquar-
ters, to department or agency officials at regional or other local
offices, or to commanding officers at military installations.
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AUDIT REPORTS ISSUED DURING FISCAL YEAR 1973

Addressee and date issued

. Agency
Reference Congress  Committees Members officials

EXECUTIVE OFFICE OF THE PRESIDENT

Letter report on White House employees (request of Con-

gressman Phillip Burton) ............. .o, veeeas 133209, o it 12— 1-72
Report containing legal opinions regarding personnel detailed

to the White House and use of funds appropriated for the

Office of Emergency Planning and Office of Telecommuni-

cations Policy (request of Congressman Phillip Burton) .... 133209.........c000vvinninnns 1-30-73
Personnel and budget data for the fiscal years 1969-73 ...... 133209, ..ttt e e 2- 9-73
Report on White House employees (request of Congressman

Phillip Burton) ...........v... Cheereeeeiieaas cveeeens 133209, .00 ieiiiiin i ien e 2-15-73
Estimated expenses of the President’s airplane and helicopter

L o T e - 4-18-73
Certain information on the “Battle of the Budget” kit (re-

quest of Senator Hubert H. Humphrey) ................. 178448, o ovvi i iiiiienns 4-30-73
Examination into Federal officials’ use of the *Battle of the

Budget” kit (request of Senator Edmund S. Muskie) ...... 178448, .0 ivviiiiiiiiicnenns 4-30-73

Office of Economic Opportunity:

Impact of Federal programs to improve the living condi-
tions of migrant and other seasonal farmworkers (re-
lates also to Departments of Agriculture; Health,

Education, and Welfare; and Labor) ................. 177486 2—- 6-73
The Legal Services Program—Accomplishments of and

problems faced by its grantees ............iiieien., 130515 3-21-73
Need for more effective audit activities ..........c0vuun. 130515 4- 4-73
Evaluation of the Office of Economic Opportunity’s per-

formance contracting experiment ........c.o0i0erneenas 130515 5- 8-73

Review of financial management and administration of

Cameron and Willacy Counties Community Projects,

Inc., Brownsville, Texas (request of Congressman Eligio

dela Garza) ..o.ooveviiiniiiiiiiiiinnnsieannnainnan 130515, s iiiiiieenienrnaananas 8-22-72
Administration of grant funds by the Economic Oppor-

tunities Development Corporation of San Antonio and

Bexar County, Texas (request of Congressman Henry

B. Gonzalez) ........... et 180515, 0 iiiieiinnnnrnannaans 8-24-72
Review of certain contracts with Booz, Allen and Hamilton,
Ine. (request of Senator William Proxmire) ............ 175394, i it iiiiiiiinaanns 8-25-72

Administration of grant funds by the Guadalupe Organi-

zation, Inc., Guadalupe, Arizona (request of Congressman

John J.Rhodes) . ovviinniiinniiiiiinnncnannnenns 130515, it iiieiniiininnnaens 9-21-72
Financial and related activities of the Jefferson County

Community Action Council, Steubenville, Ohio (relates

also to Department of Health, Education, and Welfare)

(request of Congressman Wayne L. Hays) ............. 130515, .0 ie ittt ieenes 11-29-72
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Addressee and date issued

EXECUTIVE OFFICE OF THE PRESIDENT--Continued
Office of Economic Opportunity—Continued

Financial and program management activities of the North-
ern Arizona Development Council, Flagstaff, Arizona
(relates also to Department of Health, Education, and
Welfare) (request of Congressman Sam Steiger)

Activities of the Southwest Citizens Organization for Pov~
erty Elimination, Inc., Bridgeton, New Jersey (request
of Congressman Charles W. Sandman, Jr.) ........0.00.

Financial activities of the Economic Opportunities Coun-
cil of Indian River County, Inc.,, Vero Beach, Florida
(relates also to Department of Health, Education, and
Welfare) (request of Congressman Lou Frey, Jr.) .......

Activities of the Emergency Food and Medical Services
project, Alabama Council on Human Relations, Lee
County, Alabama (request of Senator James B. Allen) ...

Activities of the Economic Opportunities Development
Corporation of San Antonio and Bexar County, Texas
(request of Congressman Henry B. Gonzalez)

-----------

Activities of the California State Economic Opportunity
Office (request of Senator Alan Cranston and 21 other
members of the California congressional delegation) .....

Reduction-in-force procedures at the regional office of Of-
fice of Economic Opportunity in San Francisco (request
of Congressman Ronald V. Dellums) ...... feteereeaes

Review of administration of debt and payment claims

Office of Management and Budget:

Report on the administration of certain aspects of the
Migratory Bird Conservation Fund (request of Chair-
man, Subcommittee on Fisheries and Wildlife Conser-
vation and the Environment, House Committee on

Merchant Marine and Fisheries) .......... i
Coordination of computerized inforrhation systems report-
ing on active Projects «...eeeererneneeacan teshernaas .

CIVIL DEPARTMENTS

Department of Agriculture:
Department-wide:

Request concerning expenditures for relocation of offices
and related alterations to buildings in Michoud,
Louisiana (request of Congressman Hale Boggs)

Agricultural and Marketing Service:
Processed fruits and vegetables:

Potentially adulterated products need to be better con-
trolled and sanitation in some plants needs improve-
ment (relates also to Food and Drug Administra-
tion, Department of Health, Education, .and
Welfare)

Agricultural Stabilization and Conservation Service and

Commodity Credit Corporation:

.....................................

Audit of Commodity Credit Corporation for fiscal year
1972

...........................................

Agency

Reference Congress Committees Members officials

130515..cc00une feci e 12— 7-72

130515, e it iinenrnncancanens 1- 4-73

130515, .. vttt 2-28-73

130515, . viei it 3- 1-73

130515, . it niiniiennnnrannas 3- 9-73

130515, .. v veiiiiennnnnns veeo.  6-14-73

130515, . 00 viiinieencnnnnnnas 6-20-73
........................................ 9- 7-72

148898, ..ccvvncennn 6-28-73

115398, v e i it sttt 3-29-73

177038, o oo e eeeeeiieiiinrnanns 11-20-72

164031(2) 2-21-73

114824 12-18-72
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Addressee and date issued

Reference Congress Committees Members

Agency
officials

CIVIL DEPARTMENTS—Continued
Department of Agriculture—Continued
Agricultural Stabilization and Conservation Service and
Commodity Credit Corporation-- Continued

Need intensifies to amend legislation to reduce Govern-
ment losses on the peanut price-support program .....

Aspects of the beekeeper indemnity payment program
(request of Chairman, Subcommittee on Agriculture—
Environmental and Consumer Protection, House Com-
mittee on Appropriations) «.....vieeiiiireriniaaans

Examination into feed grains and related matters (re-
quest of Congressman William R. Cotter) ...........

Policies and practices for assessing fees for processing
price-support and storage facility and equipment loans. .

Need for more guidance in establishing recovery periods
for damaged bee colonies to more effectively control
payments to beekeepers

Review of the traffic management activities of the Agri-
cultural Stabilization and Conservation Service, Kan-
sas City, Kansas

163484 4-13-73

176563......0000v.. 2-13-73

176943...... Cerreeeaeas veeess  4-30-73

163484...... .

........... seresrenres

114824, . cvvvvnnn,

I A I

Extension Service:
Review of system of accounting and internal controls re-
lated to functions of accountable officers, fiscal year

1972
Survey of expanded food and nutrition education pro-
23 -3 o K P

Ses s e e s ettt Pesasesce et e s aan e

Farmers Home Administration:
Ways to improve effectiveness of rural business loan
programs
Complaints concerning the rural housing loan program
in five Arkansas counties (request of Chairman,
Intergovernmental Relations Subcommittee, House
Committee on Government Operations) .......
Effectiveness and administration of the rural rental-
housing program (request of Chairman, Rural De-
velopment Subcommittee, Senate Committee on Agri-
culture and Forestry)
Review of Farmers Home Administration requirements
for annual audits of its borrowers (request of Con-
gressman H. R. Gross)
Actions needed to terminate Federal administration of
State rural rehabilitation funds program

114873 5- 2-73

P R saesvene cseera e

114873.......

cee e

114873 ....0ciae

............... “eces e

114873, ... cieet e

............. “eseecss s

114873, 00 iinneinnns
Federal Crop Insurance Corporation:

Audit for fiscal year 1972 .............
Food and Nutrition Service:

114834 12-22-72

Progress and problems in achieving objectives of school

lunch program ............. et ceeeaseesss 178564 6-29-73

Forest Service:
Additional actions needed to minimize adverse environ-
mental impacts of timber harvesting and road con-

struction on forest land ............... P veeese 125053 3-20-73
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Addressee and date igsued

Agency

Reference Congress Committees Members officials

CIVIL DEPARTMENTS-—Continued

Department of Agriculture—Continued

Forest Service—Continued

Settlement of accounts of accountable officers ......... e et et enmmseassessnssnaasesorsanecassnnaes 9-15-72

Improvements needed in planning allowable harvests
Inspector General:
Review of system of accounting and internal controls re-

............................................. 3-15-73

lating to functions of accountable officers ... ... .o iiii i i i i e it e e 10—~ 5-72

Office of Management Services:

Review of procedures and practices relating to receipt
and disbursement of funds (settlement of accounts of

accountable OffICEIS) o vuvuiin ittt ittt ittt e i e e e e et 7- 7-72

Rural Electrification Administration:

Controls exercised by Rural Electrification Administra-
tion over borrowers’ activities (request of Senator Lee

Metcalf) ...ocviiiiiiiiiiiiiiii.s Ceareaeas ceees

Rural Telephone Bank:
Audit for initial period October 1, 1971, to June 30,

1972 e it

Soil Conservation Service:
Progress in meeting important objectives of the Great

Plains Conservation program could be improved ....

Department of the Army, Corps of Engineers (civil functions):

Assignment and funding of Corps of Engineers headquar-
ters level civil functions positions (request of Chairman,
Subcommittee on Public Works, House Committee on

Appropriations) ... ieieiieeiii it

Computation of flood control benefits for the Cascadia
Reservoir Project, Oregon, not adequately supported

(request of Senator Bob Packwood) ..................

Status of demonstration program for extension of the navi-
gation season on the Great Lakes and Saint Lawrence

Seaway (request of Congressman Philip E. Ruppe) .....

Use of Federal funds, personnel, and property at Corps of
Engineers’ projects at Pine Creek Lake, Oklahoma, and
Millwood Reservoir, Arkansas (request of Senator Wil-

Jiam Proxmire) ....eeeeeeoneseseeansnoensnsaonnsnes

Land acquisition and relocation practices at the Raystown
Lake Project, Huntingdon, Pennsylvania (request of

Senator Hugh Scott) .......cciviiiiiiiiiiinnnaee,

Surveillance and inspection of domestic water supply sys-

176055

159292

114833

1- 8-73

6-28-73

....................... 9-19-72

....................... 2-22-73

....................... 3- 8-73

....................... 4-12-73

tems at recreation sites in the North Pacific Division ... .o vt iiii ittt iiiiinoneeeansoennneanns 10-31-72

Federal policies and procedures for land acquisition at

WALET TESOULCES PIOJECES o v s s s e s v e s v o nasansnnnseeseassossunssssnsosecessessonasassnssnnasssss 12— 4-72

Need to improve forest management policies and practices

AL WALET TESOUICES PIOJECES « v s s e v s s s s s s e aanssonunusosesonsssoaenasesansasesosssossnnsseannonans 1- 9-73

Reasonableness of data submitted for inclusion in consoli-
dated financial statements of the Federal Columbia

River Power System for 1972 ..........ccvvuvnn. e e te be i e i et et e 1-22-73
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Addressee and date issued

Reference Congress Committees Members ﬁé«e:in:lg
CIVIL DEPARTMENTS-—Continued
Department of the Army, Corps of Engineers (civil functions)
—Continued
Strengthened cost-estimating procedures needed for water
TESOUTCES PIOJECES o vvvvvnnn v vrnrnsvonsssssnsnanenes 167940 i i i 1-24-73
Improvements needed in procedures used in allocating '
operation and maintenance costs on multiple-purpose
resource projects in the Southwestern Federal Power
I £ 1= & YO 1-29-73
Settlement of accounts of accountable officers through July
31, 1972:
Louisville, Kentueky, DiIstriCt o . uuu et ueuneeansrsereee snsosansneneososnsoseeasssesreeascessones 8-18-72
Huntington, West Virginia, DIstrict . ..o vvun it nen it coeeenneetsotoeenaeesesssesaasesnsnnessns 9-22-72
Ohio River Division, Cincinnat] Region «..vvvenetieent ciettenteneesetnenroersenisnesssnrnnanees 12-15~-72
Department of Commerce:
Department-wide:
Inspection of selected workplaces for compliance with
Federal safety and health standards ................. I PP 1-31-73
Economic Development Administration:
Review of the Harambee Hotel Project, Washington,
D.C. (request of Chairman, Subcommittee on Investi-
gations and Oversight, House Committee on Public
Works) it iit it ittt ittt i e 174120, .. iennnn 8-16-72
Allegations of impropriety of two proposed Government
loans to Hillsdale Foundry Company, Inc. (request of
Chairman, Subcommittee on Activities of Regulatory
Agencies Relating to Small Business, House Select
Committee on Small Business) ........ovveeinnin., 177194, .. vnenen 6-27-73
Survey of economic development district planning and
industrial parks ......vvevinieenrnnnn. et e eyttt e eaaan 8-17-72
Survey of business development 10an PrOgIam ..t ver i tre vt iieeneneroenroneneenteeenosssosanes 5~ 4-73
Review of causes of construction delays for public works
projects ......... et e et e ettt e et eean 6~ 5-73
Maritime Administration:
Review of selected aspects of the operating-differential
SUDSIAY PrOZIAIN . vt c ittt ittt tetne s et aatete o tannr s s eeiateesnnnesannenssosnnnssonennns 8-22-72
Maritime Administration and National Oceanic and At-
mospheric Administration:
Survey of INVEStMENt PractiCes . vvu ittt aeasoon sruaeentrenseeneasssssnseanraareassonseses 3-27-73
National Bureau of Standards:
Interim report on evaluation of U.S. Metric Study (re-
quest of Chairman, Subcommittee on Science, Re-
search, and Development, House Committee on Science
and Astronautics) «...vevvei ittt ittt anenn 140339.........0. . 3-28-73
Interim report on evaluation of U.S. Metric Study (re-
quest of Congressman H. R. Gross) .......o0vv.s vees 140339, .. iiiin i, 3-27-73
Survey of management controls over Personal PrODEILY .. v v v v trreeeetereerrnroneesoeesnsossennasss 8- 2-72
Substantial losses incurred under the Standard Refer-
ence Materials Program .......ivviviniinnninnennns L 11-10-72
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Addressee and date issued

Agency
Reference Congress Committees  Members officials

CIVIL DEPARTMENTS—Continued

Department of Commerce—Continued
National Bureau of Standards—Continued

Assistant Secretary for Administration:

Need for internal review of financial management ac-
tivities  (settlement of accounts of accountable
103 £ 2—- 5-73
Selected aspects of financial management system (settle-
ment of accounts of accountable officers)
National Oceanic and Atmospheric Administration:

Need for a national earthquake research program (re-

lates also to other departments and agencies) ......... 176621 9-11-72
Need to establish priorities and criteria for managing

assistance programs for U.S, fishing-vessel operators ... 177024 2-22-73

Review of the fish protein concentrate program (request
of Chairman, Subcommittee on Fisheries and Wild-
life Conservation, House Committee on Merchant
Marine and Fisheries . .....cooviiiiiiiiiiiiiiinnn, 157927 .ccvvvinnn 5-25-73
Survey of management controls over personal ProPerty v . v unrivrer e iirnraeeneenenonnoneenenns 8- 1-72
Review of Geomagnetism PIOBIAIL ..t vnteuuetan s s ot enesnnsnoaeetneenuennereneesnssaneaness 9- 6~72
Patent Office:

Survey of the administration of fees

............................................................ 6~ 6-73
Department of Health, Education, and Welfare:

Atlanta Region:

Settlement of accounts of accountable officers ...ovuvunt it it et et e 7-14-72
Receipt and disbursement of funds ...........ccviians 164031 e o e eee e e, 71772
Office of the Secretary:
Progress by Gallaudet College in making needed financial
management improvements (request of Congressman
Torbert H. Macdonald) ....covvivniieriiiieiannns 164031 (1) evvnneeniinnennn. 10-26-72
Office of the Secretary:

Violation of the Anti-Deficiency Act by the Working

Capital Fund .....ccvvviiiiionerierieneenanennns £ T 20X 11-21-72
Report to Assistant Secretary (Comptroller) on review

of selected aspects of the accounting system through

March 31, 1972 (settlement of accounts of account-

able OffICEIS) 4. e tunieeinnuneeeenonssenaeesonones eusnessaasesesnunseasassesssnnasaasnssons 11-21-72

.........................................

Food and Drug Administration:

Lack of authority limits consumer protection: problems
in identifying and removing from the market products

which violate the law .......cov it 164031(2) 9-14-72
Problems in obtaining and enforcing compliance with

good manufacturing practices for drugs ........ ... 164031(2) 3-29-73
Protecting the consumer from potentially harmful shell-

fish (clams, mussels, and oysters) .........oovevaunen 164031(2)  3-29-73

An incident of contamination of livestock feed and cer-
tain consumer products (relates also to Department
of Agriculture) (request of Chairman, Senate.Com-

mittee on Agriculture and Forestry) .......ccovvuns 164031(2).......... 12— 1-72
Implementation of the Poison Prevention Packaging Act
of 1970 (request of Senator Joseph M. Montoya) ..... 164031(2) v invnininncnnnnens 5-15-73
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Addressee and date issued

Apgency

Reference Congress  Committees  Members officials

CIVIL DEPARTMENTS—Continued
Department of Health, Education, and Welfare—Continued

Health Services and Mental Health Administration:

Study of health facilities construction costs (relates also
to other departments and agencies)
Narcotic addiction treatment and rehabilitation programs
in the county of Los Angeles (request of Chairman,
Subcommittee No. 4, House Committee on the
Judiciary)
Narcotic addiction treatment and rehabilitation pro-
grams in San Francisco and Alameda Counties, Cali-
fornia (request of Chairman, Subcommittee No. 4,
House Committee on the Judiciary)
Narcotic addiction treatment and rehabilitation pro-
grams in Chicago, Iilinois (request of Chairman,
Subcommittee No. 4, House Committee on the
Judiciary) .oiveriiii i i e
Observations on implementation of title VI of Civil
Rights Act of 1964 in Hill-Burton program for con-
struction and modernization of health facilities (re-
quest of Chairman, House Committee on the Judiciary).
Narcotic addiction treatment and rehabilitation pro-
grams in New York City (request of Chairman, Sub-
committee No. 4, House Committee on the Judiciary)..
Implementation of a policy of self-support by Neighbor-
hood Health Centers (request of Chairman, Subcom-
mittee on Health, Senate Committee on Labor and
Public Welfare, and Senator Jacob K. Javits)
Policies and practices of the National Health Service
Corps (request of Congressman Ralph H. Metcalfe) ...
Review of certain activities of the Mountaineer Family
Health Plan, Inc., and the Beckley Appalachian Re-
gional Hospital (request of Congressman Ken Hechler) .
Reimbursement under the Medicaid program at one
neighborhood health center

National Institutes of Health:

................

......................................

........

Program to increase graduates from health professions
schools and improve the quality of their education ...
Unauthorized use of funds for construction and altera-
tion of public buildings
Summer research at marine laboratories, per diem costs,
travel of Institute directors, and related matters (re-
quest of Chairman, Subcommittee on Intergovern-
mental Relations, House Committee on Government
Operations

National Institutes of Health and Food and Drug Admin-
istration:

...........................

.....................................

Problems in regulating selected vaccines (request of
Chairman, Subcommittee on Executive Reorganiza-
tion and Government Research, Senate Committee on
Government Operations)

..........................

186

.......................................................

164031(3) 11-20-72

166217, . .00 vvntt

164031(3).......... 12-15-72

166217, . coivnnnns, 4-11-73
164031(2)..........

164031(2) .. vvvenieninnnnnnnss

164031(2) 10- 3-72

164031(2) 11-24-72
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Addressee and date issued

. - Agency
Reference Congress Committees  Members officials
CIVIL DEPARTMENTS—Continued
Department of Health, Education, and Welfare—Continued
Office of Child Development:
Administration of the Head Start program by the Moun-
tain Community Action Program, Inc. (request of
Senator Harry F. Byrd, Jr.) .......... b 164031 (1) . veinnini it 8-25-72

Office of Education:

Assessment of the Teacher Corps program ............. 164031 (1) 7-14-72
Need for improved coordination of federally assisted stu-

dent aid programs in institutions of higher education .. 164031(1) 8- 2-72
Training of America’s labor force: potential, progress,

and problems of vocational education ............... 164031 (1) 10-18-72
Examination of financial statements of the Student Loan
Insurance Fund, fiscal years 1971 and 1972 ........... 164031(1) 6- 8-73

Administration of enforcement procedures under title

VI of the Civil Rights Act of 1964 and the Emer-

gency School Assistance Program (request of Congress-

man Lawrence J. Hogan) ........voiiiniiiinnnnns, 160431(1) e iiiiiiininnsanas 8-29-72
Selected findings from reports issued in fiscal years 1970,

1971, and 1972 dealing with inadequate grant and

contract monitoring by Federal agencies (relates also

to other departments and agencies) (request of Con-

gresswoman Edith Green) ......coviviviiiviinnnnns 164031 (1) ceeeennvnnnrnanennes 9-13-72
Review of grants awarded to Nashville Urban League to

meet certain costs of school desegregation (request of

Senator William E. Brock) ..vvevinieniennererranns 164031(1) e eevvnnenninnnananns 10-24-72
Reasons for ending financial support to the Dimmitt,

Texas, Independent School District Follow Through

project (request of Congressman Robert D. Price) .... 164031(1).........ccvnnnnnnns 11-20-72
Information on the number of school closings to promote

racial balance in certain Southern States (request of

Congressman Fletcher Thompson) ......cviiinienns 164031(1) . ierenenn i iennnns 1~ 4-73

Review of selected projects under Bilingual Education

Program authorized by title VII of the Elementary

and Secondary Education Act of 1965 (request of

Senator Edward M. Kennedy) .............. e 164031(1) cvveninnnnnninnnnnn 2-15-73
Progress report on actions taken to improve recoveries of

defaulted loans under the Guaranteed Student Loan

Program (request of Congressman Samuel L. Devine) .. 117604(7) .................. 2-26-73
Fiscal year 1972 expenditures for the Bedford-Stuyvesant

Talent Search project (request of Congressman Lester

L. Wolff) veviivinniinennnirenennenans P 16403101 . i 3-13-73
Operation of area vocational facility in Newport, Ken-
tucky (request of Congressman M. Gene Snyder) ..... 164031 (1) .o vvveinninnninnenns 3-19-73

Administration of title V of the Elementary and Sec-
ondary Education Act of 1965 in the Michigan and

Ohio State Departments of Education .............. e et e et e 8- 3-72
Procedures for recovery of defaulted loans ............. 117604 (7) e een i in i ieie it nnunenaanns 9-20-72
Assessment of the effectiveness of the Teacher Corps

program in accomplishing its legislative objectives ..... .ot 11- 2-72
Improvements needed in administration of the Guaran-

teed Student L.oan Program .........ooveennsnaseees 164031 (1) ce it it i it as 3-30~73
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Reference

Addressee and date issued

Congress  Committees Members

Agency
officials

CIVIL DEPARTMENTS—Continued

Department of Health, Education, and Welfare—Continued

188

Social and Rehabilitation Service:

Effectiveness of vocational rehabilitation in helping the
handicapped ......cciiiiiiiiiiiiiiniiiiiiiaciinas
Some problems in contracting for federally assisted child-
CATE SEIVICES .+ .v.vrsrvennnenrsnsasncnanonsesnsnns
Social services: do they help welfare recipients achieve
self-support or reduced dependency? ...............
Eligibility of welfare recipients in Louisiana (request of
Chairman, Senate Committee on Finance) ...........
The quality control system in welfare: its implementa-
tion in Pennsylvania (request of Chairman, House
Committee on Ways and Means) ......ccvvevvannns
Functioning of the Massachusetts system for reviewing
the use of medical services financed under Medicaid
(request of Chairman, House Committee on Ways and
Means) ..iiiieriitiri ettt iiasarnans
Functioning of the Maryland system for reviewing the
use of medical services financed under Medicaid (re-
quest of Chairman, House Committee on Ways and
Means) +.eeierirriirrnaetiirrisanen e
Benefits received from public welfare programs by per-
sons residing in low-income areas (request of Chair-
man, Subcommittee on Fiscal Policy, Joint Economic
Committee) ....viivrvrererenionsrorsoonacasenes
Expenditures for social services provided under various
titles of the Social Security Act (request of Chairman,
Senate Committee on Finance) .........cvvevvnvnnn
Problems in administering two eligibility aspects—in-
capacity and unemployment—in the Aid to Families
with Dependent Children Program in Pennsylvania
(request of Chairman, House Committee on Ways and
Means) .veiiiii ittt i iereracarans
Survey of dental and other practitioner services provided

164031 (3)
164031(3)
164031 (3)

164031 (3)

164031 (3)

4- 3-72

6-13-73

6-27-73

............

............

............

............

............

under the Medicaid program in Massachusetts . ... oo ceieinininnneeiernssrsssasaseneoesssaseanns 10-24-72

Manner in which States and local governments acquire
facilities to house their welfare operations ...........

Social Security Administration:

More needs to be done to assure that physicians’ serv-
ices—paid for by Medicare and Medicaid—are neces-
SATY o vvvvsesrnasaterasisrronrastaaroorasnannea .

Problems associated with reimbursements to hospitals for
services furnished under Medicare ...........oiivuin

Sizable amounts due the Government by institutions
that terminated their participation in the Medicare
PIOSTAIN o vsivvvnnvearenuorsosnessosnonsssasannns

Achievements, administrative problems, and costs in
paying black lung benefits to coal miners and their
WIOWS  vietiiniine e rareesersnneersanannns

Compliance with antidiscrimination provision of Civil
Rights Act by hospitals and other facilities under
Medicare and Medicaid (request of Chairman, House
Committee on the Judiciary) ............ciinins

164031 (4)

164031 (4)

164031 (4)

164031 (4)

8- 2-72

8- 3-72

8- 4-72

9- 5-72

............

7-13-72
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Reference

Addressee and date issued

CIVIL DEPARTMENTS—Continued
Department of Health, Education, and Welfare—Continued
Social Security Administration—Continued
Cost and other details of Government publications di-
rected principally to older Americans (relates also to
other civil departments and agencies) (request of
Chairman, Senate Special Committee on Aging)
Additional information concerning authority of Depart-
ment of Health, Education, and Welfare to award
grants in support of health maintenance organizations

(request of Congressman Barry M. Goldwater, Jr.) ...

Information relating to independent and hospital-based
laboratories (request of Congressman James W. Sym-
ington)

Department of Housing and Urban Development:

Central Office:

Settlement of accounts of certifying officers through fiscal

year 1971
Community Development Activities:

Prices paid for property acquired in urban renewal pro-
grams in the District of Columbia (request of Con-
gressman H. R. Gross)

Need for more timely and accurate data on the opera-
tions of certain community development programs

Selected aspects of the Neighborhood Development Pro-
gram

Financial Examinations and Reviews:

Examination of financial statements pertaining to insur-
ance operations of the Federal Housing Administra-
tion, fiscal year 1971

Examination of financial statements of the
Flood Insurance Program, fiscal year 1971

Examination of financial statements pertaining to in-
surance operations of the Federal Housing Administra-
tion, fiscal year 1972

Review of procurement of a computer system and re-
lated software

Housing Assistance Activities:

National

Benefits could be realized by revising policies and prac-
tices for acquiring existing structures for low-rent
public housing '

The low-rent housing project on Quebec Road in Cin-

cinnati (request of Congressman Donald D. Clancy) .

Certain aspects of the contract award for a low-rent
housing project for the elderly in Rock Island, Ilinois
(request of Congressman Thomas F. Railsback)

Selection of a developer for low-rent housing project for
the elderly in Rock Island, Illinois (request of Con-
gressman Robert H. Michel)

Weaknesses in administration of the home-ownership
program for low-income families

Review of modernization program for low-rent public
housing

.......................................

..........................

............................

............................

.................................

......

....................

.

.

164031

164031

114860

114860

114863

173350

.................................................................................

........................................................

Congress  Committees
............... 10-12-72
L
I T,

7-20-72
10-11-72
6-22-73
9- 7-72

..............................................................

Agemcy
Members officialg
8-10-72
12-20-72

8- 3-72
4- 3-73

2- 2-73
7-25-72
4-17-73
4-17-73

8- 1-72
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Addressee and date issued

CIVIL DEPARTMENTS—Continued

Department of Housing and Urban Development—Continued
Housing Assistance Activities—Continued

Observations on operation of National Capital Housing
Authority
Need for improvement in providing funds to local public
agencies

Interstate Land Sales Activities:

Need for improved consumer protection in interstate

land sales

......................................

Model Cities Activities:

190

Opportunities to improve the Model Cities Program in
Kansas City and St. Louis, Missouri, and New Orleans,
Louisiana

Review of certain aspects of the Model Cities Program
in Newark, New Jersey (request of Chairman, House
Committee on Banking and Currency)

Review of certain aspects of the Model Cities Program in
Atlanta, Georgia (request of Congressman Ben B.
Blackburn)

Review of the operations of the Fresno Development
Company in Fresno, California, Model Cities Program
(request of Congressman B. F. Sisk)

Procedures and practices for providing technical assist-
ance to model cities

Selected aspects of the Boston, Massachusetts, Model
Cities Program

Opportunity for improving the Model Cities Program
in San Antonio, Texas

Mortgage Financing Activities:
" Opportunities to reduce costs in acquiring properties re-
sulting from defaults on home loans

Opportunity for reducing interest costs under sections
235 and 236 housing programs

Opportunities to improve effectiveness and reduce costs
of homeownership assistance programs (relates also to
Department of Agriculture)

Opportunities to improve effectiveness and reduce costs
of rental assistance housing program

Examination of financial statements of the Government

National Mortgage Association for fiscal year 1972 ....

HUD’s comparison of costs under sections 202 and 236
for housing projects for the elderly (request of Chair-
man, Subcommittee on Housing for the Elderly, Senate
Special Committee on Aging)

Cost differences of purchasing comparable houses through
Departments of Housing and Urban Development and
Agriculture (request of Chairman, House Committee
on Banking and Currency)

Ways to improve management of acquired residential

properties (relates also to Veterans Administration) .

......................................

..............

...........................

....................

......................

........................................................................

.............................................................................

Agency
Reference Congress Committees  Members officials
........ 12-18-72
........ 1-16-73
118754 6-13-73
171500 1-16-73
171500 . oo ee et 5- 7-73
171500, . oo it 7- 6-72
171500, oo e i et i e e 6-27-73
9-19-72
12-11-72
L8 101 P 1- 9-73
114860 10-20-72
171630 11-22-72
171630 12-29-72
171630 1-10-73
114828 2-23-73
167637 ... vivvn et 8-1-72
[ 114860 e
1 114873 " et ... 5-10-73
196010, c e eiiiiiineerasstsanssessancases 2-28-73
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Addressee and date issued

Agency
Reference Congress Committees ~ Members officials

CIVIL DEPARTMENTS—Continued

Department of the Interior:

Bonneville Power Administration (including construction
and operating activities of Army Corps of Engineers
and Bureau of Reclamation):
Examination of financial statements of the Federal Col-
umbia River Power System for fiscal year 1972 ...... 114858 12-15-72
Reasonableness of data submitted for inclusion in con-
solidated financial statements of the Federal Columbia
River Power System for 1972
Bureau of Indian Affairs:

Selected contracts, purchase orders, and grants awarded

to Indian tribes and organizations during fiscal year

1971 (request of Chairmen, House and Senate Com-

mittees on Interior and Insular Affairs) ............. 114868......0000vuen. 7- 7-72
Information on federally owned submarginal land within

the L’Anse Reservation in Michigan (request of Chair-

man, Senate Committee on Interior and Insular Af-

72533 { }:;ggg ............... 9- 8-72
Information on federally owned land in Oregon set aside
for use by the Burns Paiute Indian Colony (request of
Chairman, Senate Committee on Interior and Insular
ASTZIT) o v e enns e e e e e ee e e e et [oaaes2 9-12-72
1 147655
Information on federally owned submarginal land within
or near the Fort Belknap Reservation in Montana (re-
quest of Chairman, Senate Committee on Interior and
Insular Affairs) ...vvviieraiirenrinirncesnsennons [ w7652 10-12-72
| 147655 T
Information on federally owned submarginal land within
or adjacent to the Fort Hall Reservation in Idaho (re-
quest of Chairman, Senate Committee on Interior and
R [ w7852 11~ 3-72
\ 147655
Information on federally owned submarginal land within
the Blackfeet Reservation in Montana (request of
Chairman, Senate Committee on Interior and In-
sular AFFAITS) . .v.rnrnrsinaresnnnn e { 17652 12-19-72
147635

Additional information in regard to selected contracts,

purchase orders, and grants awarded to Indian tribes

and organizations during fiscal year 1971 (request of

Chairmen, Senate and House Committees on Interior

and Insular Affairs) ......occoiiiinienrenncnnnnns 114868..........00. 1- 2-73
Information on federally owned submarginal land within

the Rosebud Reservation in South Dakota (request of

Chairman, Senate Committee on Interior and Insular

. 147652

AffaIrs) i i e it e, { 147655 St 1-10-73
Information on federally owned submarginal land within

the Cheyenne River Reservation in South Dakota (re-

request of Chairman, Senate Committee on Interior

and Insular ARZITS) ....vevnrnnnnnenannsnennn.. { e 1-26-73

191



APPENDIX 2

Addressee and date issued

Agency
Reference Congress  Committees Members officials

CIVIL DEPARTMENTS—Continued

Department of the Interior—Continued
Bureau of Indian Affairs—Continued

Information on federally owned submarginal land in
Oklahoma set aside for use by the Cherokee Tribe of

Oklahoma (request of Chairman, Senate Committee
on Interior and Insular Affairs) .......c.oceeeiennns { 147652 .. 2- 2-73
147655
Information on federally owned submarginal land within
the Pine Ridge Reservation in South Dakota and
Nebraska (request of Chairman, Senate Committee
on Interior and Insular Affairs) ............0ovennes { 147652 L. 2- 7-73
147655
Information on federally owned submarginal land within
the Lower Brule Reservation in South Dakota (re-
quest of Chairman, Senate Committee on Interior and
. 147652
Insular Affairs) .......coveiieieninnn, Crreneranes { 147655 < e 2-13-73
Information on federally owned submarginal land within
the Standing Rock Reservation in North and South
Dakota (request of Chairman, Senate Committee on
Interior and Insular Affairs) .......ciieiiriivennns 147652 . 2-13-73
e ereiaenaneas | 147655 R
Information on federally owned submarginal land within
and adjacent to the Crow Creek Reservation in South
Dakota (request of Chairman, Senate Committee on
Interior and Insular Affairs) .......coovevinnvnnss . 147652 L. 2-15-73
: : | 147655
Information on federally owned submarginal land within
the Fort Peck Reservation in Montana (request of
Chairman, Senate Committee on Interior and Insular
Affairs) ..t e i ca e { 147652 92-15-73
147655 "ttt
Information on federally owned submarginal land within
or near the Lac Courte Oreilles Reservation .in Wis-
consin (request of Chairman, Senate Committee on
Interior and Insular Affairs) ..........c0vivinenen { ::;ggg ............. 2-15-73

Review of certain matters involving the disruptions at
Wounded Knee, South Dakota (request of Chairman,
Senate Committee on Interior and Insular Affairs) .... 114868............. 5 7-73
Vocational training contracts awarded to Engineering
Drafting School, Inc., Denve., Colorado (request of
Senator Edward M. Kennedy) ......... Ceeeiaieeeas 169333, .. it 8-18-72

Use of Federal funds in the administration of the

Chemawa Indian School, Marion County, Oregon (re-

quest of Senator Mark O. Hatfield) ................ 114868. ... vveveniiinennen, 11-20-72
Difficulties in getting Government bills of lading ac-

complished and in receiving payment for barge trans-

portation in Alaska (request of Senator Mike Gravel).. 163758..... ... iiviinnnnnn. 3-13-73
Spending for Indian programs in fiscal year 1968 and

increases through 1973 (request of Senator James

ABOUTEZK) v iviveinne it et 114868, vt ivniven it iin e 5- 7-73
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Addressee and date issued

Agency
Reference Congress  Committees Members officials

CIVIL DEPARTMENTS—Continued
Department of the Interior—Continued

Bureau of Land Management and Bureau of Indian Affairs:

Administration of regulations for surface exploration,

mining, and reclamation of public and Indian coal

lands (request of Chairman and Ranking Minority

Member, Conservation and Natural Resources Sub-

committee, House Committee on Government Opera-

tions)  ..iiieen.. e e RN 148623............. 8-10-72
Evaluation of the Department of the Interior’s comments

on GAO report entitled “Administration of Regula-

tions for Surface Exploration, Mining, and Reclama-

tion of Public and Indian Coal Lands” (request of

Chairman and Ranking Minority Member, Conser-

vation and Natural Resources Subcommittee, House

Committee on Government Operations) ............. 148623........ e 1-31-73

Bureau of Land Management:

Adequacy of charges and disposition of funds collected
for reclamation of public lands used as community
pits (request of Chairman, and Ranking Minority
Member, Conservation and Natural Resources Sub-
committee, House Committee on Government Opera-
tions) ...oiiennn et eraes i e ... 148623............. 2-26-73

Review of accounting systems and internal controls re-
lating to functions of accountable officers (settlement
of accounts of accountable officers), Denver Service
Center ....... Ceieenaes e e e sateeee e e et

Bureau of Mines:

Improvements needed in the assessment and collection of

penalties—Federal Coal Mine Health and Safety Act

of 1969 (request of Chairman, Conservation and

Natural Resources Subcommittee, House Committee

on Government Operations) .......ccevevrverenss .. 170686............. 7-5-72
Followup report on improvements needed in the assess-

ment and collection of penalties—Federal Coal Mine

Health and Safety Act of 1969 (request of Chairman,

Conservation and Natural Resources Subcommittee,

House Committee on Government Operations) ....... 170686. . ....... ... 12-22-72
Use of offset in collecting penalties from coal mine op-

erators (request of Chairman, Conservation and Nat-

ural Resources Subcommittee, House Committee on

Government Operations) ......... e ceveve.. 170686............. 2-16-73

Bureau of Outdoor Recreation:

Greater benefits to more people possible by better uses

of Federal outdoor recreation grants ..........cc.... 176823 10- 5-72
Plans for staging the 1976 winter Olympic games in

Colorado (request of Chairman, House Committee on

Interior and Insular Affairs) ............cevvueensn 135232, .....00.n. 8-22-72
Planning and development of Federal outdoor recreation..........cooiiiriiiiiii i, veee. 3-5-73
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Reference

Addressee and date issued

Congress

Agency
Committees Members officials

CIVIL DEPARTMENTS—Continued
Department of the Interior—Continued
Geological Survey:

Improved inspection and regulation could reduce the
possibility of oil spills on the outer continental shelf
(request of Chairman, Conservation and Natural Re-
sources Subcommittee, House Committee on Govern-

ment Operations) .. ...vveeeeieinioineranaeananns

Bureau of Reclamation:
Legislation needed to revise the interest rate criteria for
determining the financing costs of water resource
projects (relates also to water resource projects of

the Army Corps of Engineers) ...........o0eevvun..

Congress should reevaluate the 160-acre limitation on
land eligible to receive water from Federal water re-

SOUICES PIOJECES v vt v vvvsenseenonnonnssonasanssss

Need for clarification of wildlife habitat management

ABTEEIMENL o4 v v in v snransosessnsonsnssoanssnnns

Reasonableness of data submitted for inclusion in con-
solidated financial statements of the Federal Columbia

167712

125045

8-11-72

11-30-72

6-29-73

L 12— 1-72

River Power System for 1972 .. uuuuuniiiiiiiiaiieet vrereeierisissanniruansrassensasssss weees 1222273

National Park Service:

Economic considerations relative to the extension to the
Blue Ridge Parkway (request of Senator Herman E.

Talmadge) ..oviviivininn ittt innnnns

Surveillance of quality of drinking water at public rec-

TEALION SILES . 4 o v e vt et a e e e s e e souasenonsosasosossess aonsasosorsassentoessnrnssoasnssesessnoenes 11-27-72

Office of the Secretary:
Information on the proposed Alaska oil pipeline (relates
also to other civil departments and agencies) (request
of Senator William Proxmire and Congressman Les

ASPIN) ittt i i i et et i .

Inspection of selected workplaces for compliance with

Federal safety and health standards .................

Southwestern Power Administration:

Southwestern Federal Power System: financial progress
and problems (relates also to Army Corps of Engi-

NEEIS) it e vesensontsaoanssatonesasentasansanans

Revenues and costs allocated to power operations at
multiple-purpose projects in the Southwestern Fed-
eral Power System (relates also to Army Corps of
Engineers) (request of Speaker of the House of

Representatives) ... .t iiiiiiiiteteiirias

Office of Territories:

Legal authority of the Government Comptrollers for
Guam and the Virgin Islands to issue notices of ex-
ception and to adjudicate claims (addressed to Chair-
man, Senate Committee on Interior and Insular
Affairs, and Chairman, House Committee on Interior

and Insular Affairs) ......c.cieiiinneieeronennannn
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174944 . ovviiii i 6-27-73

D B I e 1-31-73

125031

11-22-72

2 T 3 Y 2-20-73

114808
146742

.............

6-11-73
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Addressee and date issued

Reference Congress  Committ Members oAigg;:ﬁg

CIVIL DEPARTMENTS—Continued

Department of Justice:
Department-wide:
Followup review of debt collection operations of the
Department of Justice (request of Chairman, House
Committee on Government Operations) ........co.4s 153761, .00 viiinns 2-20-73
Federal expenditures relating to the desegregations of
school systems in Mobile and Wilcox Counties, Ala-
bama (relates also to the Department of Health, Edu-
cation, and Welfare and the Federal courts) (request
of Congressman Jack Edwards) ........coviivenn. we 164031(1) ..t 10- 5-72
Title evidence for Government land acquisitions ........ 176942, ot e i 11-22-72
Bureau of Narcotics and Dangerous Drugs:
Federal efforts to combat drug abuse (relates also to
other departments and agencies) .....covvvinnennan . 164031(2) 8-14-72
The heroin hotline (request of Congressman Lester L.
B2 5] 3 T 176833, i oiiiinrinernecenannns 9-26-72
Efforts to prevent heroin from illicitly reaching the
United States (relates also to Department of State)
(request of Congressman Charles B. Rangel) ......... 164031(2) .o cvin i nnns 10-20-72
Heroin being smuggled into New York City successfully
(relates also to Bureau of Customs, Department of the
Treasury) (request of Congressman Charles B.
Rangel) cvviiiiinioiieiaiinniesiesnereassnnenns 164031(2) e vniieninnnnnnnnns 12— 7-72
Bureau of Prisons:
Federal Prison Industries, Incorporated:
Examination of financial statements for fiscal year

B 114826 4-10-73
Review of certain financial management activities,

Correctional Institution, Lompoc, California ......ovvviiiiiiiiiiiiinereiniiiiinniiiennaneas 10— 6-72
Donated DUITAINES <t ve v e tieiecassroneueessissnseauronesassseaseanssssareasesrsssstsassases 11— 2-72
Review of certain financial management activities,

Correctional Institution, Leavenworth, Kansas . .....covtiiiirretineieronnenetorirsasenaisnnas 11-10-72
Review of certain financial management activities,

Correctional Institution, Marion, IIHNOIS .. .vvereuseireitiinreraiiirronaanatetsssoneeerasnas 11-10-72
Need for improved accounting documentation ........ ottt ittt 12-11-72

Federal Bureau of Investigation:
Review of the practices and procedures applicable to the
administration of payroll matters (settlement of ac-
counts of accountable officers) .........v0. b e e e e et et ee e et e 9- 8-72

Tmmigration and Naturalization Service:
A single agency needed to manage port-of-entry inspec-
tions—particularly at U.S. airports (relates also to
Departments of the Treasury; Agriculture; and
Health, Education, and Welfare) .................. 114898 5-30-73
Law Enforcement Assistance Administration:
Development of a nationwide criminal data exchange
system—need to determine cost and improve report-
1o - O 171019 1-16-73
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Reference

Addressee and date issued

Agency

Congress Committees Members officials

CIVIL DEPARTMENTS—Continued

Department of Justice—Continued

Law Enforcement Assistance Administration—Continued
Financial information on expenditure of grant funds (re-

quest of Chairman, House Committee on the Judiciary) .

Information on all funds directed to correctional pro-
grams from moneys appropriated to the Law Enforce-
ment Assistance Administration (request of Chairman,
Subcommittee No. 3, House Committee on the

Judiciary) ..oiiiiii i i i e

Inquiry into activities of the Law Enforcement Assist-
ance Administration in the area of civil rights com-

pliance (request of Congressman Ronald V. Dellums).

Costs of redecorating Law Enforcement Assistance Ad-
ministration facility (request of Senator William V.

Roth, Jr.) ittt i et ian s

Use of Law Enforcement Assistance Administration
funds by the St. Louis Metropolitan Police Department
and information pertaining to the Missouri Uniform
Law Enforcement System (request of Congressman

William L. Clay) c.vvviiiinieiiiinrsesiaraaconsens

Administration of grants for court programs by the Den-

ver Tegional OffiCe ... v i iiiit ittt it i i e et a i e e e
Status of block grant funds ............ . 00, et et a et e e it

Department of Labor:

Employment Standards Administration:

Review of minimum wage-rate determinations for Star
Route mail-haul contracts under the Service Contract

0 Ao L

Manpower Administration:
Concentrated Employment Program in New York City

has not met its employment objectives ......... ...

Difficulties of the Neighborhood Youth Corps in-school

program and its management problems ..............

Technical assistance contracts awarded to Project MAP,
Inc. (request of Chairman, Select Subcommittee on

Labor, House Committee on Education and Labor) ....

Selection and enrollment of participants in programs
under the Emergency Employment Act of 1971 (re-
quest of Chairman, Subcommittee on Employment,
Manpower, and Poverty, Senate Committee on Labor

and Public Welfare) .......ccvviiiirirnensincnens

Types of jobs offered to unemployed persons under the
Emergency Employment Act of 1971 (request of
Chairman, Subcommittee on Employment, Manpower,
and Poverty, Senate Committee on Labor and Public

R 73 -

Impact of grants to Indian tribes under the Emergency
Employment Act of 1971 (request of Chairman, Sub-
committee on Employment, Manpower, and Poverty,

Senate Committee on Labor and Public Welfare) .....

Public service benefits from jobs under the Emergency
Employment Act of 1971 (request of Chairman, Sub-
committee on Employment, Manpower, and Poverty,

Senate Committee on Labor and Public Welfare) .....

196

171019

130515

130515

163922

..........

..........

11-30-72
4-24-73

9~ 7-72

2-20-73

10-12-72
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Addressee and date issued

Reference Congress

Committees  Members

Agency
officials

CIVIL DEPARTMENTS—Continued
Department of Labor—Continued
Manpower Administration—Continued

Examination into certain problems encountered by a

bidder in the competition for and award of Gov-

ernment contracts (request of Senator John G. Tower). 175896.............
Examination into procurement, warehousing, and fund-

ing practices at the Atterbury Job Corps Center (re-

quest of Senator Birch Bayh) ................ eeeae 130515, .. cvvennnn
Review of the Job Opportunities in the Business Sector

program funding for fiscal year 1972 (request of Con-

gressman David R. Obey) ... ..o, 163922
Program administration at the Atterbury Job Corps

Center in Indiana (request of Senator Birch Bayh) .... 130515.......... i
Survey of the extended unemployment insurance benefit

program administered by the Minnesota Department

of Manpower Services .......cocviveanens e
Problems in operating certain training programs in

Appalachian Kentucky under the Manpower Develop-

ment and Training Act (relates also to Department

of Health, Education, and Welfare) ................ 163922
Review of effectiveness and management of the Neigh-

borhood Youth Corps in-school program for fiscal year

1971 at three locations .......coviiuiennans et r e e ..
Observations on the effectiveness and management of

upgrading training . ..o. ittt i i it st
Certain weaknesses in administration of the Neighbor-

hood Youth Corps out-of-school project in Cleveland,

Ohio ........
Opportunities for improvements in procurement prac-

tices followed by Unemployment Insurance Service in

awarding contracts for services ....... .

Office of Administration and Management:

Audit activities carried out by the Office of Contract
and Grants Audit .,....... NP

Occupational Safety and Health Administration:

More concerted effort needed by the Federal Govern-
ment on occupational safety and health programs for
Federal employees (request of Chairman, Senate Com-
mittee on Labor and Public Welfare) ......... e 163375........ RN

Department of Transportation:

Assistant Secretary for Administration:

Internal Audit Activities (settlement of accounts of
accountable officers) ....... e

Department-wide:

Need for improved inspection and enforcement in regu-

lating transportation of hazardous materials ....... ... 164497 5- 1-73

Proposals for improving practices for obtaining cost or
pricing data used in negotiating contracts (request of
Chairman, Permanent Subcommittee on Investigations,
Senate Committee on Government Operations) ....... 170398.......00t -

........ .o 10-24-72

.......... 3~ 1-73

3-15-73

9-26-72

10~ 3-72

10-24-72

11- 3-72

1-10-73

5~ 7-73

4- 6-73

10-18-72
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Addressee and date issued

Agency
Reference Congress Committees  Members officials

CIVIL DEPARTMENTS—Continued
Department of Transportation—Continued
Federal Aviation Administration:
Need for improved controls for identifying and correct-
ing safety defects on light aircraft (request of Chair-
man, Government Activities Subcommittee, House
Committee on Government Operations) ............. 164497(1).......... 6- 8-73
Case studies prepared in conjunction with a report to the
Government Activities Subcommittee, House Commit-
tee on Government Operations, on need for improved
controls for identifying and correcting safety defects
on light aircraft (request of Chairman, Government
Activities Subcommittee, House Committee on Gov-
ernment OPETAtions) «.....covvveinneenrnnsnrennes 164497 (1) ovvvnnnt 6-21-73
Procurement of weapon detection devices for the aircraft
antihijacking program (request of Congressman
Claude Pepper) ...ovviiiiniivenetiiinnreenesnnses 105965, .00 i iiiiiiin e 3- 2-73

Air traffic control systems at high-density airports ...... e e e it ieca et veeds  3-13-73
Survey of FAA procedures and controls on land acquisi-

[ T V- P 3--13-73
Cost benefits realized by the Federal Aviation Adminis-

tration as a result of using general travel authorization

PIOCEAULES v v v eue v e onns s s et s ounnsanassuessonunaesssosnnsssansoesesnsnssensnnsansonsos 6-13-73
Revised travel authorization procedures .........eieurereeeeersererrernrereraeraonsornsnsssionns 6-13-73

Federal Highway Administration:

Corps of Engineers procedures for removing people from
property being acquired by condemnation (request of
Congressman E. G. Shuster) .........oovviveennnn 176577 0 iiiiii i iiiiineeens 5- 2-73
Examination of selected aspects of financial management
systems (settlement of accounts of accountable officers)...... ..ot iinin i 10-18-72
Need for a second interchange and land acquisition prac-
tices for Interstate Route 95 in Boynton Beach, Fla. ... ..... ..o, e reeneeies 3-26-73
Federal Railroad Administration:
Information concerning use made of funds appropriated
for 43 additional positions in the Bureau of Railroad
Safety (request of Chairman, Subcommittee on Trans-
portation, House Committee on Appropriations) ...... 178306............. 5-18-73
National Highway Traffic Safety Administration:
For safer motor vehicles—more effective efforts needed
to insure compliance with Federal safety standards .... 164497(3) 4-24-73
Services performed for the Third International Technical
Conference on experimental safety vehicles (request

of Senator William Proxmire) .......... ... 177054, v i iinn e i s 1-15-73
Policy of forcing States to require that motorcyclists use
helmets (request of Congressman Joel Pritchard) ..... 164497(3) v v iiennenenninens 4-24-73
Saint Lawrence Seaway Development Corporation:
Audit of financial statements for calendar year 1971 ,.... 125007 12— 6-72
Audit of financial statements for calendar year 1972 ..... 125007 6-29-73

U.S. Coast Guard:
Information on closures and operations of Coast Guard

search-and-rescue stations (request of Congressman
Les ASPIn) ovtceriietiiiin et iiiseenaiicanan 114851, it iceecianennvenns 10-19-72
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Addressee and date issued

Agency

Reference Congress Committees Members officials

CIVIL DEPARTMENTS—Continued
Department of Transportation—Continued
U.S. Coast Guard—Continued

Management of aircraft engines . ......cccivvievaen
Savings by discontinuing certain Coast Guard transpor-
TAtION FESOUICES & v v vt vnsovensrasrononncenassnns
Survey of effectiveness of aids to navigation in the 12th
District

Urban Mass Transportation Administration:

......................................

Examination of the Transportation Exposition at Dulles
International Airport (request of Senator William
Proxmire) ...oiiiuiviiniuinninrsinanaceencnanns

Examination of the Transportation Exposition at Dulles
International Airport (request of Congressman H. R,
Gross)

.......................................

Department of the Treasury:

Bureau of Customs:

Duty payments delayed on lead and zinc imported into
bonded warehouses (addressed to Chairmen, Senate
Committee on Finance and House Committee on
Ways and Means) .

Lease with the Port Authority of New York and New
Jersey for the New York World Trade Center Build-
ing (request of Chairman, House Committee on Ap-
Propriations) . .i.euiiveeriareiriiteaneironrnans

Refund of duty (drawback) on petroleum products un-
der programs of the Agency for International Devel-
opment (addressed to Chairmen, House Committee on

Ways and Means, and Senate Committee on Finance).

Controls over bonded smelting and refining facilities
Bureau of Public Debt:

Settlement of accounts of certifying officers through June

30, 1972, Parkersburg, West Virginia
Internal Revenue Service:

Appropriations committees not being advised on repro-
graming of funds by the Internal Revenue Service
(addressed to Chairmen, House and Senate Commit-
tees on ApPPropriations) ... ...veeeiiiiriiraaanns

Revised travel authorization procedures

Office of the Treasurer:

Examination of financial statements of the accountability
of the Treasurer of the United States, fiscal years 1970
and 1971 ..t it i i i i,

Cancellation, destruction, and accounting for currency
unfit for circulation:

Federal Reserve Bank of Chicago, Detroit Branch

Cancellation, destruction, and accounting for currency
unfit for circulation:

Federal Reserve Bank of San Francisco

veee

...........................................

7-24-72

................................... 10-31-72

12-12-72

...........................................

.........................

.............

.............

..........................................

..........................................

6-13-73

...........................................

.o 8- 8-72

...........................................
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Addressee and date issued

Agency
Reference Congress  Committees  Members officials
CIVIL DEPARTMENTS—Continued
Department of the Treasury—Continued
Office of the Comptroller of the Currency and Internal
Revenue Service:
Procedures followed in reviewing an application for a
national bank charter and information pertaining to
possible cash deposits and withdrawals from banks by
specified individuals (request of Chairman, House
Committee on Banking and Currency) .............. 130961............. 10-26-72
MILITARY DEPARTMENTS
Department of Defense:
Acquisition of major weapon SYStems .. ......vvennrrann. . 163058 7-17-72
Theory and practice of cost estimating for major acqui-

E3 1103 oY T 163058 7-24-72
The importance of testing and evaluation in the acquisi-

tion process for Major weapon SYStBmS . ....e.oveveeanas 163058 8- 7-72
Audit of payments from special bank account to Lockheed

Aircraft Corporation for the C—5A aircraft program dur-

ing the quarter ended June 30, 1972 .......... e 162578 8-11-72
Drug abuse control activities affecting military personnel ... 164031(2) 8-11-7¢
Impartial cost-effectiveness studies found essential to select-

ING NMEW WEAPONS & hvvrrnneirronereersrersonnrannes . 163058 8-21-72
Further improvements needed in controls over Government-

owned plant equipment in custody of contractors ........ 140389 8-29-72
Procedures for evaluating reasonableness of petroleum

pipeline rates need IMpProving .......cecevirivnnracns 153389 9-20-72
Better management needed over decisions to start full-scale

development of minor weapons systems . ........ovoenau. 163058 10— 6-72
Audit of payments from special bank account to Lockheed

Aircraft Corporation for the C~5A aircraft program dur-

ing the quarter ended September 30, 1972 ......... ... 162578 11-29-72
Little progress by the Department of Defense in acting on

opportunities for significant savings by consolidating

real property maintenance organizations ...........c..0. 164217 12-12-72
Logistic aspects of Vietnamization—1969-72 ............. 159451 1-31-73
Audit of payments from special bank account to Lockheed

Aircraft Corporation for the C~5A aircraft program dur-

ing the quarter ended December 31, 1972 .............. 162578 3~ 9-73
Problems with U.S. military equipment prepositioned in

Europe (SeCret) ...vveiinenrenenerirnsnsencessasan 146896 3~ 9-73
Enlisted-aide programs of the military services (request of

Senator William Proxmire) ......ccovniviiirennnnns .. 177516 4-18-73
Problems in meeting military manpower needs in the all-

VOIUNTEEr fOICE .« v vvuere i voernenrvesassnransacnns v 177952 5- 2-73
Advantages and limitations of computer simulation in de-

CISTONMAKING v veitrrieneoneeriererierieenneernenns 163074 5- 3-73
Army air defense: SAM-D program (Secret) ............ 163058 5- 7-78
Audit of payments from special bank account to Lockheed

Aircraft Corporation for the C-5A aircraft program dur-

ing the quarter ended March 31, 1973 ................ 162578 5-17-73
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Addressee and date issued

Agency
officials

MILITARY DEPARTMENTS—Continued

Department of Defense—Continued

Savings attainable by revising
ment of Defense ......

packaging in the Depart-

Ways to make greater use of the life-cycle costlng acquisi-

tion technique .......
Further improvement needed in

in finding adequate housing near bases

asslstmg rmhtary personnel

In-flight escape systems for helicopters should be devel-

oped to prevent fatalities

Industrial management reviews of Defense contractors’

operations ....

Procurement of high-yield steel plate w1thout competition
or cost or pricing data (request of chairmen of nine

committees of the Congress)

Estimated cost data as of March 31,

1972 on major

weapon systems in the acquisition process (request of

Chairman, Subcommittee on

Government, Joint Economic Committee)
Inquiry into the use of 41 U.S.

Priorities and Economy in

C. 11(a) to incur costs of

the Vietnam War (request of Chairman, Joint Economic

Committee) . M

Review of the acqulsxtmn of an IBM 370-155 computer
system (request of Chairman, Joint Economic Commit-

tee) tiiiiinianaaias

Observations on operations

vt e

research-systems analysis

studies under level-of-effort contracts (request of Chair-

man, House Committee on Appropriations)

Management practices in the C-5A aircraft program at
Lockheed-Georgia Company (request of Chairman, Sub-

committee on Priorities and
Joint Economic Committee)

Economy in Government,

Barriers to interservice development of tactlcal data sys-
tems (request of Chairman, House Committee on Appro-

priations) (Confidential) ..

tessa e st e e

Progress payments on the C-5A aircraft contract (request
of Chairman, Subcommittee on Priorities and Economy

in Government, Joint Economic Committee) ..

Comparative costs to design, supervise, and inspect mili-
tary construction projects (request of Chairman, Sub-
committees on Military Construction, House and Senate

Committees on Appropriations) ..

Department of Defense policy on negotiation of profit on
contracts (request of Chairman, Subcommittee on Pri-
orities and Economy in Government, Joint Economic

Committee)

In-house laboratory independent research program (re-
quest of Chairman, Subcommittee on Research and
Development, Senate Committee on Armed Services) ...

Techniques available for financing contractors (request of

Chairman, House Committee on Armed Services)

Cost growth in major weapon

man, House Committec on Armed Services) .....

systems (request of Chair-

cse e

Reference Congress Committees Members
157476 5-21-73
178214 5-21-73
. 133102 6-12-73
177166 6-12-73
. 159896 6-26-73
. 148722........... . 7~ 7-72
. 163058............. 24-72
. 152554............ . 8-17-72
. 174830......... . 9- 7-72
. 163074.......... ... 0-27-72
162578.....0vienn 11-22-72
163074....... e 12-11-72
. 162578............ . 12-11-72
. 133316............. 1- 4-73
. 159896.......... . 2—- 1-73
164912, ..., 2-26-73
. 177734, ..., vees.  3-21-73
. 163058...... P 3-26-73
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Addressee and date issued

Reference Congress Committees Members

Agency
officials

MILITARY DEPARTMENTS—Continued

Department of Defense—Continued

202

Payments for independent research and development and

bid and proposal costs (request of Chairman, Senate

Committee on Armed Services) .....ceveeeivininernns 167034, ...00vvnnnn 4-16-73
Incremental programing (request of Chairman, Senate

Committee on Armed Services) ......ovvineivevcnnnns 167034, ...ovevnn... 4-18-73
Incremental programing (request of Chairman, Senate

Committee on Armed Services) .......ceoveesvevennnn 167034...cciivinnnn 5-15-73
Contractor’s charges for aerospace ground equipment in-

cluded in the C-5A aircraft program (request of Chair-

man, Subcommittee on Priorities and Economy in Gov-

ernment, Joint Economic Committee) ................ 162578, .00 ininntn 6-25-73
Review of the Defense equipment oil analysis program (re-

quest of Senator William Proxmire) ............... ... 162313, ittt iiieiieaannannn 7-27-72
Investigation of fuel distribution problem in Thailand and

Laos (request of Senator William Proxmire) ........... 163928, .. ittt e 7-28-72
Use of Government-owned equipment (request of Senator

William Proxmire) «..ivueereeererioreceeeensernaenns 140389, i vt iiiineineinnnn 8-21-72
Inquiry into allegations on health and medical conditions

at U.S. Naval Hospital, Philadelphia, Pennsylvania (re-

quest of Senator Richard 8. Schweiker) ............... 173557 iii it 8-31-72
Inquiry into the cost of a study of the economics of De-

fense spending (request of Congressman John E. Moss) .. 176898......c0vvinevnnnenn.n.. 9-. 8-72
Issuance of expired-shelf-life items (request of Senator

William Proxmire) .. ... iiiiiiiiiiiiiiniiinrinennn 161319, i it iin e innss 9-21-72
Possible conflicts between Office of Management and

Budget Circulars A~76 and A-94 (request of Congress-

man Michael J. Harrington) ......ccciviiiinnnnnn.s. 115398, cee it ii e enns 10-17-72
Extent of program evaluation and economic analysis in

support of fiscal year 1972 budget (request of Congress-

man Michael J. Harrington) ................ccvvan.. 115308, ot it it e e treeenenennn 10-18-72
Estimated cost data as of June 30, 1972, on major

weapon systems in the acquisition process (request of

Congressman Les Aspin) ..o viiieiiiinnnnnn. oo 163058, ...t 11-24-72
Report on cost of a Department of Defense study of the

economics of Defense spending (request of Congress-

man John E. Moss) ...ttt iiiniinireinnannas 176898, . ccvi i iiiinien e, 12-11-72
Report on the cost of a Department of Defense study of

the economics of Defense spending (request of Con-

gressman Benjamin S. Rosenthal) .................... 176898, ... iiriieiiiniannnann, 12-11-72
Administrative authorization for procurement of light strike

aircraft for Southeast Asia Allies (request of Congress-

man Otis G. Pike) ...ttt iiiiiiiiieninnrennen. 176710, . it iieiiinnenns 12-15-72
41st Joint Civilian Orientation Conference (request of

Congressman Henry 8. Reuss) «..v.viennnniinnnnn.en. 169242.....coiviunntn N 1-17-73
Studies performed under contract (request of Senator

William ProXmire) ....vvriniininee e ieeeaennnanns L T 0 R 2~ 7-73
Loss and damage liability on household goods shipments

(request of Congressman Sidney R. Yates) ............. 176831 . i in i ii i inennes 2- 1-73
Review of planned disposal of bomb systems (request of

Senator William Proxmire) ......vviriviinninnennrnnn, 176821 0.t iieiiinninnennnn 2-20-73
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Reference

Addressee and date issued

Congress  Committees  Members

Agency
officials

MILITARY DEPARTMENTS—Continued

Department of Defense—Continued

Contractor’s procedures in charging materials to Govern-
ment work (request of Congressman Les Aspin) ........

Cancellation of suppliers’ bids (request of Congressman
G. William Whitehurst) . .vieveiiniriennaeireareans

Time and attendance checks in audits of Government con-
tracts (request of Senator Lloyd Bentsen) .......... ...,

Policies for procurement of fresh fruits and vegetables by
the Defense Supply Agency (request of Congressman
Mario Biaggi) «..vvvireriiiireniinrraiiierinninnans

Savings by greater use of surface transportation for ship-
ments of unaccompanied baggage ........c.. 0 iiiiaenn
Report on the need to strengthen controls over the pro-
curement and use of household goods containers ........
The Air Force gunship program—successes and lessons to
belearned ......civieieierioeincciirersrcearaiian
Action needed to recover full costs to the Government of
producing weapons for sale to foreign governments ......
Better management control needed over the processing of
claims under the Civilian Health and Medical Program
of the Uniformed Services in California ...............
Air Force procurement of trainer aircraft in excess of
NEEAS .« tvvitrvrnearoornsetatcreartotanterroras
Observations on planning of research and exploratory
development ....iveeiiiieeeiieiitirietateriernina
Potential savings through better procedures for setting
rents for civilian occupants of military family housing ...
Need for centralized management control of closed circuit
educational television ............... PN
Preaward survey program of the Defense Contract Admin-
istration Services
Potential for improvement in management of the Reserve
Officers Training Corps programs . ...coevveeeevorsnsens
Review of the management of the overseas dependents
SChOOL SYSEIM +vv v ir ottt einareronnnnnns
Additional compensation for support of public pay tele-
PROMIES ittt i e it i e et e,
Procurement practices of the Defense Fuel Supply Center
Need for uniformity in effecting military disability retire-
ments

...........................................

Length of hospital stay for active duty personnel increased
by administrative policies and procedures ...............
Contracting officials’ implementation of Defense Contract
Audit Agency’s recommendations ......oi i
Procurement of milk and milk products in the Far East ...
Report on continuing failure of Army Materiel Command
industrial funds to charge unfunded costs to non-Federal-
Government CUSIOMETS .. vvuervsneearnronseseasnsonss
Potential savings by greater use of supply system for small
parcels

...........................................

162578

176710

177791

176012
176131

133025

159390

176702

174901

133142

175773

164912

157391

177350

168308

133142

159724

172428

174901

133025

....................... 3-14-73

....................... 4- 3-73

...................... . 4-23-73

.................................

.................................

.................................

.................................

.................................

.................................

...........................................................................

.................................

...........................................

.................................

.................................

.................................

7-31-72
8-28-72
8-31-72

9- 7-72

9-14-72
9-18-72

10- 4-72

11-29-72

2-22-73

3-22-73

3-22-73
3-22-73

4- 9-73

5-10-73

203



APPENDIX 2

Addressee and date issued

Agency
Reference Congress Committees Members officials
MILITARY DEPARTMENTS—Continued
Department of Defense—Continued
Review of contracts with Sea-Land Service, Inc. for con-
tainer service to Southeast Asia ............ccouuuun., 145455 . et inieeaairnernnerasaansnans 5-29-73
Survey of the military services’ nonresident training pro-
BYAILS & vt vutsetantsnensacasennsvonnnsoneennsnanes 15777 et e i i et aeaas 5-31-73
Extent of cost growths and delays in construction pro-
grams of the Department of Defense ........ccv0vvun.. 159896, . .0ttt iinir ittt ii e 6-14-73
Status of equal opportunity in the military departments .... 178300........cciuiiriiiiiiernrnriannses 6-19-73
Subcontract estimates included in prices negotiated for
Prime CONtIACES & vt vevtee e iienrennsaesnenrnanens 159724 . ittt et i i e e 6-20-73
Air Force and Navy practices and procedures for selling
fuel to commercial air carriers for use in providing
contract airlift services for the LOGAIR and QUICK.
TRANS 0perations .....ecvevveerrerianssreennaneas L7742 e ettt it e e eie it esacanaans 6-27-73
Review of the comparative levels of the maintenance of
facilities within the Department of Defense ........... 163500, .. ieniii i iercannans Ceeseaes 6-28-73
Audits of disbursing officers’ accounts, 3 repOrts .. .ottt retn ittt i i i et i it Various
Civilian pay audits:
Continental United States installations, 3 TEPOTLS oo v ev it oot entneensrvonanscacrnsetsnasasaesosnnas Various

Department of the Army:

Training and equipping the Army National Guard for

maintaining order during civil disturbances ............ 160779 9- 8-72
Administration of contract studies should be improved ..... 177372 12-11-72
Army’s evaluation of the Cheyenne, Blackhawk, and King-

cobra helicopters (request of Chairman, House Commit-

tee on ApPPropriations) ......eiiesiieiieieiiiianeans 175473000 inivnnnn 8- 7-712
Controls over small arms in Europe need strengthening (re-

quest of Chairman, Permanent Subcommittee on Investi-

gations, Senate Committee on Government Operations) .. 161507............. 10— 3-72
Need for improved financial management in use of project

orders (request of Chairman, Senate Committee on

Armed Services) . ..iesieiciiiniinieiinneeiarraraans 171049. ..o v vnn 10-24-72
Analysis of Army’s advanced attack helicopter evaluation

and materiel need document preparation (request of

Chairman, House Committee on Appropriations) ....... 175473, .. 0viiinnn, 11-17-72
Need to improve administration of stevedoring contract

at the Military Ocean Terminal, Sunny Point, North

Carolina (request of Chairman, Subcommittee on Man-

power and Civil Service, House Committee on Post

Office and Civil Service) . .viiviern i iiiniinansn 177404, ..o ovviinns 12-14-72
Contract award for components of a heavy-lift helicopter

(request of Chairman, Subcommittee on Research and

Development, Senate Committee on Armed Services) .... 176701............. 12-21-72
Report on the Army’s open mess centralized club card pro-

gram (request of Chairman, House Committee on Bank-

ing and CUITENCY) +.vvvrvivrarnecersornvnnnaasssans 176789, ...t 3-15-73
Cost growths and delays in construction of TNT lines at

the Newport and Joliet Army ammunition plants (re-

quest of Chairman, Joint Economic Committee) ........ 173432, . .civvnvnnn 3~-20-~73
Army’s program to modernize ammunition plants (request
of Chairman, House Committee on Appropriations) ..... 172707 oo viiv i e 4- 9-73
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Addressee and date igsued

Agency
Reference Congress  Committees Members officials
MILITARY DEPARTMENTS—Continued
Department of the Army-—Continued
Retrofitting of AN/PRC-77 radio sets (request of Senator

Harrison A. Williams, Jr.) ..o vvieiiiiiivernaanns 175633, i einiiiiiniiinnnns 10--25-72
Procurement of fresh fruits and vegetables from foreign

sources when available at lower costs from domestic

sources (request of Senator Ernest F. Hollings) ......... 173661 ... ciiiiniineencnnnns 1- 5-73
Cost estimates as of June 30, 1972, for the UTTAS heli-

copter program (request of Congressman Les Aspin) ..... 176984. . .. civ i it iiinanns 2- 8-73
Construction of Safeguard Antiballistic Missile System fa-

cilities in the vicinity of Grand Forks, North Dakota

(request of Congressman Mark Andrews) ............. 164250, . 0eiiinriinnerannaennns 4-26-73
Review of gasoline prices at military bases on Okinawa

(request of Senator William Proxmire) ............... 148581, .. it 4-26-73
Review of program under which the Government provides

burial markers for veterans (request of Congressman

Wendell Wyatt) ..vveneerinenerersnnsonanasosannnss 173832, it iieinas 5~ 2-73
Planned consolidation of commands in the Army reorgani-

zation (request of Senator Harrison A, Williams, Jr.) .... 172707.......c0iiiiueiiienins 5-10-73
Contract awarded by the Army Missile Command .. ..cvu it vriiinnnneeeieeasrereeeeeeoersssneanessas 8- 8-72
Review of proficiency-pay entitlement .. ... tuiiee ittt iieiintisrassseenniessonnaseessss 8-25-72
Product improvement Projects ..........eeseeesssnnoses S 1 P N 9-14-72
Research and development accounting system of the U.S.

Army Natick Laboratories, Natick, Massachusetts .o vuiue ittt ietntiirnreneeeneonrneneensnssnsas 9-25-72
Assessment of should-cost studies .......coiviieiiein.t. 159896.....c..n.. et tee et 10-30-72
Procedural weaknesses in paying basic allowance for

QUATEETS « e e e et e e s s s e aanosesnanasesenssennsnsessoosaeenansesesaneeeessnssossanesesnsasaenses 11-15-72
Excess costs incurred on ammunition shipments ........... 177497 ettt e s it it i eeseaennennasnonss 11-27-72
Need for improved internal control over cash, U.S. Army,

T o) o= eees 12— 6-72
Army industrial fund accounting system for depot main-

tenance of the U.S. Army Depot, Pueblo, Colorado ...... . ..iiriiiiiiiieriiterireennnseenenarans 12-22-72
Need for improved administration of contract for logistic

support of Kwajalein Missile Range .......co0venven..n 152598, ittt ittt e 1-12-73
Premature award of advertised fixed-price contract for con-

struction of SAFEGUARD ballistic missile defense sys-

tem facilitles oo ovuvevinn et enesieriocnctastnnianes 164250, o ci e iiniiie i aae s inaanasnas 2-27-73
Survey of the utilization of military personnel in the Army .. 177952, ... . ittt iinriiienrrennenns 2-28-73
Make-or-buy decisions of the Frankford Arsenal .......... L i P 3- 5-73
Need for military banking facilities to justify static deutsche

mark account balances, U.S. Army, Europe ......ciiiii i iiiiiirirnnearennnenens hereerrenn 3-23-73
Review of the effect of workload changes on manpower

authorizations at major commodity commands of the

-8 L 73 T 4-12-73
Administration of warranties by the Army Electronics

L0 4371 < T SN 4-26-73
Improvements needed in managing cash at finance office

activities, U.S. Army, BUurope «...oveuiniiteiinniirnts ettt itieaas s sseeosesronnsasnanses 5-21-73
Review of the accounting system for military construction,

Corps of Engineers ....oovviviinnieniinneinnnnennnnns 159797 et et i e 5-31-73
Audits of disbursing officers’ accounts, 10 YEPOIES « .o v vvveee vt oraeennsnnnssnesesessrresesnssonsonanss Various
Civilian pay audits: i

Continental United States installations, 13 reports «o.vvee v vettrnnetnennseeeeeearereesereanannss Various

Overseas installations, 2 FEPOTES + vt v v vunuus e e eternnnneeessseesaasnsanseeseeerassanseeessersan Various
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Addressee and date issued

Agency
Reference Congress  Committees Members officials
MILITARY DEPARTMENTS—Continued
Department of the Navy:
Status of the procurement of the F-14 weapon system as
of June 1, 1972 (Confidential) ............. ... e 168664 2-26-73
Economies available through improved management of
Navy shipboard inventories ........ovveivveivrenreans 125057 4- 9-73

Management of ship overhaul and repair programs, fiscal

years 1972 and 1973 (request of Chairman, House Com-

mittee on Appropriations) .........iiiiiieiiiiiia, 133170, ... enn 6— 7-73
Escalation provisions in construction contract for the

DD-963 ship program (request of Congressman Les

Aspin) ...ciiiininen. e s 170269, 0o viiiiiiiiniiinianas 7-21-72
Inquiry into the leave credits of a constituent (request of

Congressman William A. Barrett) ......ovivieenansoes 168921, ..ottt 9- 6-72
Procurement of audiovisual projection systems (request of

Congressman Joel T. Broyhill) ............cooiviiiit, 176496, . 0 iee i iinerenronns 2-22-73
Inquiry into possible relocation of naval activities from

New England (request of Senator Claiborne Pell) ...... 168700, 0. i viveieneniinnenes . 4-19-73
Purchases of typewriters (request of Senator William Prox-

TMITE) o veieinar i reaeioneiroataacecesrnnsanannns 164630, .. ieniiirinnriennanns 5- 2-73
Settlements of contractors’ claims (request of Congressman

Les Aspin) tveeiiniinniianiiertneseosnanrsnisnns e 176834 .. 5-15-73

Proposed relocation of certain Navy activities from the
Naval Training Center, Bainbridge, Maryland (request

of Congressman Clarence D, Long) ........covvvinns, 168700, ¢ . cvviiiieiiinnnnennss 5-24-73
Report on Anti-Deficiency Act violations (request of Con-
gressman Les Aspin) . .ovieiiiniiiiiiitiiiineraianas 7 3 N 6— 7-73

Request to examine the Navy’s current cost estimates of
building Project Sanguine (request of Congressman Les

o5« SN 168482, . et iiiei e 6-22-73
Contract awarded by the Aviation Supply Office .....coviviiiiiniinerrennnns et 7-31-72
Contract awarded by the Aviation Supply OfiCe «.ovviv ittt eeetees it renneraeseessnnseseeseanns 8- 8-72
Followup review of administration of debt and payment

claims at the Marine Corps Finance Center ............ 117604 (2) v ree et it iiniatarennonsnns 2- 2-73
Inconsistent practices in the granting and administration

of travel and Proceed tImMe .. ...t tn ittt ttanr ettt e et e 3~ 7-73
Contract awarded by the Ship Systems Command .....ovveiiuiirirrnrnneenenns Cherierareeeaaa veees  3-26-73
Administration of warranties by the Aviation Supply Office. . . ... .ttt titiiiiiiietreininartnnenenss 4-26-73
Followup review of administration of debt and payment

claims at the Navy Finance Center ............0o0vuuns 117604(2) ci e inearinronsnrncneenssnsnes 4-30-73
Development and acquisition of Junior Participating Tac-

tical Data System .....oviiiiiiiiiiiiiiiiiieiae 163074, it ittt it ittt enieariarasanannas 5- 7-73
Acquisition of audiovisual equipment ........ .00 vuuun.n 176496, . 0uien i iieserenensnsenas oo 5-10-73
Navy’s should-cost studies of contractors’ operations ....... 159896. . civi it iii i oo 5-15-73
Opportunities for improvements in the administration of

technical training activities .......c.covviiniennennn.ns 175773 it iiesreraannans Cherereaas 6-14-73
Need to improve control over imprest fund transactions,

B - o7 PP Various
Audits of disbursing officers’ accounts, 17 rEPOTLS « . vvvevut i evtnturanersissosoeaeaseesssnssesasanans Various
Civilian pay audits:

Continental United States installations, 6 reports « .. v v tie e iernitenrrnsnernseerssnsaseeassnsnsans Various

Overseas installations, 2 rePOIts .. v vuie it in it eoinsstaneorononssassosossnscesssasstnensoassns Various
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Agency
officials

MILITARY DEPARTMENTS—Continued

Department of the Air Force:

Need to improve accuracy of Air Force requirements sys-

tem for reparable Parts ......coiieiiiii it eaiiiaaaian
Readiness of the Air Force in Europe (Secret) ...........

Air carriers’ use of military fuel for commercial operations
(request of Chairman, Legislation and Military Opera-
tions Subcommittee, House Committee on Government

OPperations) ....eeuuieonseroacaneanssnrssancsnoss

Contract award for A-X aircraft (request of Chairmen,
House Committee on Armed Services and House Com-
mittee on Appropriations, and Senators Abraham Ribicoff

and Lowell P. Weicker, Jr.) ....coviiiiiineinnnnnn,

Rents paid for use of Air Force-furnished heavy presses

(request of Congressman Alvin E. O’Konski) ...........

Use of Minol II in certain Air Force bombs (request of

Senator William Proxmire) .......cveviinveneeennsna

Procurement of plumbing supplies, Eglin Air Force Base

(request of Congressman Robert L. F. Sikes) ..........

Misappropriation of Air Force funds by an Air Force offi-

cer (request of Congressman John E. Moss) ...........

Review of the Air Force decision to close the Air Force
hydrazine-manufacturing plant at Saltville, Virginia (re-
quest of Senator William B. Spong and Congressman

William G. Wampler) ....coiiiiiiiniinninniinneenns

Use of Minol II-—incentive awards (request of Senator

William Proxmire) .....coivniiiiiiniiiininanannnes

Operation of Alaskan Chateau and Health Club (request

of Senator William Proxmire) ..............c.... PN

Performance of conditions of sale of Alaska Communications
System to RCA Corporation (request of Senator Mike

Gravel) ...t i i ittt it e e

Use of military aircraft for political purposes (request of

Senator Lawton M. Chiles) ......cvivieiiiiniinnnnas

Review of loss of Government-furnishd precious metals

(request of Congressman Charles W. Whalen, Jr.) ......

Use of military aircraft for political purposes (request of

Senator William Proxmire) ........ccovvenenniecanns

Military aircraft being flown from U-Tapao, Thailand,
without proper preflight inspection, which poses a safety
hazard to their crews (request of Senator William Prox-

411 ¢l

Management problems in the acquisition and testing of

long-delay bomb fuzes (Secret) ........covvieviaiiinen

Subcontracts awarded under a cost-plus-incentive-fee con-

L5 1 o
Contracts awarded by Eglin Air Force Base ..............

Review of large contractors’ use of Government-owned

EQUIPIIENT vvrvrentanenvsssocanraensnneans e

Contracts awarded by Aeronautical Systems Division,

Wright-Patterson Air Force Base .......ccoivviernnnn

Contracts awarded by Aeronautical Systems Division,

Wright-Patterson Air Force Base ........covveeunvnne.

146874 9-13-72
146896 4-25-73

173850, . cueeevnnnn, 4-11-73

140389. ...t e 7- 3-72
175182, . o 7-18-72
175733, o s 8- 2-72

175812, it 8-15-72

176241, .0t 8-18-72

175182, it 9-21-72

160813. ... i 10-24-72

139011, v it 10-31-72
130961 .. cveiiiiiiniiiiniin, 12-26-72
176902 . ivvviiii i 3-13-73

130961... ..ttt 4-13-73

.........................................

.........................................

7- 6-72

3-2-73
3-16-73
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Addressee and date issued

Agency
Reference Congress Committees Members officials

MILITARY DEPARTMENTS—Continued
Department of the Air Force—Continued

Contracts awarded by Aeronautical Systems Division,

Wright-Patterson Air Force Base ........coiiiiiininerirnenireinns et teeseesieaeertaaerassaee  3-28-73
Followup review of administration of debt and payment

claims at the Air Force Accounting and Finance Center ., 117604(4)............. Vereereaaanaes oo 5-27-73
Administration and use of warranties at the Ogden Air

Materiel Area ... coiviiniinnaan e et e Cereeaeaas Cerraeesean eeess  6-15-73

Civilian Pay Audits:

Continental United States installations, 6 reports ....... ettt eees ey e ve.v. Various
Audits of disbursing officers’ accounts, 104 reports .....c....... b ea it ea et et . Various

INDEPENDENT AGENCIES

American Revolution Bicentennial Commission:

Organization and operations (separate requests of Chair-
man, House Committee on the Judiciary, and Senator
Charles McC. Mathias, Jr.) ... ..ovviviinnn... cees.. 166850......... cee. 12-21-72

Atomic Energy Commission:

Problems associated with the regulation of users of radio-

active materials for industrial, commercial, medical, and

related purposes ......... e R e vevee.. 164105 8-18-72
Management of the controlled thermonuclear research pro-

gram (request of Vice Chairman, Joint Committee on

Atomic Energy) ....... e iteee e cevee.. 159687...... veveess 128272
Proposed changes to arrangement for carrying out the

Liquid Metal Fast Breeder Reactor Demonstration

Project (request of Chairman, Joint Committee on

Atomic Energy) ...voviiiiiiiiiiiiiianan et . 164105, ... 2-27-73
Proposed revisions to criteria and contracts for uranium

enrichment services (request of Chairman, Joint Com-

mittee on Atomic Energy) ............. RN ... 159687............. 3- 5-73
Further comments on Atomic Energy Commission’s pro-

posed arrangement for the Liquid Metal Fast Breeder

Reactor Demonstration Project (request of Chairman,

Joint Committee on Atomic Energy) ............... oo 164105............, 4-30-73
Selection and use of contractor for developing a manage-

ment information system for the Atomic Energy Com-

mission (request of Chairman, Joint Committee on

Atomic Energy) .............. et 164105....... R 6- 8-73
Opportunities for improving Atomic Energy Commission’s

administration of agreements with States regulating

users of radioactive materials (request of Chairman, Joint

Cornmittee on Atomic Energy) ........covvivvnnnnn. o 135352, 6-11-73
Improvements needed in reactor inspection program ...... . 164105...... Cerer e heverseeseee. 1219273

Need for better reporting requirements on Atomic Energy
Commission’s construction projects .......coevvevvnens . 164105...... RPN Cheraeaaas veereve.  6-29-73

Civil Service Commission:

Unclaimed benefits in the civil service retirement fund ..... 130150 12-20-72
Status of activities financed through the revolving fund,
Civil Service Commission .......... et 110497........ ool 2-20-73
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Addressee and date issued

INDEPENDENT AGENCIES—Continued
Civil Service Commission—Continued

Review of civil service retirement and disability programs ..

Review of administrative expenses relating to the Uniform
Plan of health insurance for Federal employees who
retired before July 1, 1960

Emergency Loan Guarantee Board:

Implementation of Emergency Loan Guarantee Act

Environmental Protection Agency:

Office of Air Programs:

Followup review of Chicago’s efforts to correct difficul-
ties in federally assisted air pollution control programs
(request of Senator Charles H. Percy) ..............

Use of Federal air pollution control grant funds by the
State of Washington ........ccciiiviirnneniienas

Office of Air Programs and Office of Solid Waste Manage-
ment Programs:

History and current status of allocation of funds and
personnel under the Clean Air Act and Solid Waste
Disposal Act (request of Chairman, Senate Commit-
tee on Public Works)

Office of Pesticides Programs:

............................

Efforts to remove hazardous pesticides from the channels
of trade

........................................

Office of Research and Monitoring:

Circumstances surrounding the transfer of the Division
of Ecological Research from Research Triangle Park,
North Carolina, to Corvallis, Oregon (request of Con-
gressman Nick Galifianakis)

Office of Water Programs:

Need to improve administration of the water pollution
research, development, and demonstration program ....
Need to control discharges from sewers carrying both
sewage and storm runoff
Delays incurred by Florida in obtaining grant funds from
the Environmental Protection Agency (request of
Chairman, Subcommittee on Air and Water Pollution,
Senate Committee on Public Works) ............ov0.
Review of domestic water supply systems at recreation
sites located in region 6

...........................

Federal Communications Commission:

Fundamental changes needed to achieve effective enforce-
ment of radio communication regulations ............u.

Financial operations of the Radio Technical Commission
for Marine Services

Federal Deposit Insurance Corporation:

Audit of Federal Deposit Insurance Corporation for the
year ended June 30, 1972, limited by agency restriction
on access to bank examination records

.................

Agency

Reference Congress Committees Members officials

010 4-13-73
......................................... 5- 9-73

169300 12— 6-72

166506. . ... cvininnniinenn. 10-13-72

T66506. .. ittt et e, 5-29-73

166506............. 2-12-73

133192 4-26-73

177222, i i 1- 5-73

166506 11-21-72

166506 3-28-73

166506............. 3- 8-73
......................................... 12— 5-72

159895 11— 3-72
......................................... 2— 9-73

114831 4-23-73
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Reference

Addressee and date issued

Congress Committees Members

Ageney

officials

INDEPENDENT AGENCIES—Continued
Federal Deposit Insurance Corporation—Continued

Need for accounting manual, organizational plan, and up-

dated Chart 0f ACCOUNTS « vttt iu sttt es s et eetntraseeneeaeeeeeerosensarsenernnunnnnnsnesnanrsen

Federal Home Loan Bank Board and Corporations Supervised:

Examination of financial statements of the Federal Home
Loan Bank Board, Federal Home Loan Banks, and Fed-
eral Savings and Loan Insurance Corporation for the
year ended December 31, 1971 ..........iiviivennnn,

Federal Power Commission:

Propriety of obligations .......coviiiniiiiiiiiiiiiiaes

General Services Administration:

Report on whether the Federal Procurement Regulations
prohibit the award of contracts to value-engineering con-
sultants (request of Chairman, Senate Committee on
Public Works) .......... Cee ittt Ve

Interest costs associated with GSA participation certifi-
cates compared to interest costs on Treasury obligations
(request of Chairman, Senate Committee on Public
R 05 43

Procurement of electronic instruments and laboratory
equipment (request of Congressman John G. Schmitz) ...

Supervision of leasing officers and construction versus
leasing of Federal buildings (request of Senator William
Proxmire) ............. et e

Procurement of training aids and devices (request of Sena-
tor Jacob Javits) ..ot i ittt

Use of General Services Administration supply sources by
Federal grantees and contractors (request of Congress-
man Bob Price) ....ovviiiiiiiiiiieiiiiiii i

Procurement of office machines (request of Congressman
Joseph M. Gaydos) ....ovviiiiiiiniiiiiirenennens .

Bidding procedures used for leasing of the Shreveport,
Louisiana, Federal facility (request of Senator Alan
CranstOn) «eveereorosestnraosonsonesisiesensonenaos

Sale of surplus zinc from the national stockpile (request of
Senator Clinton P. Anderson) .....vcviiiininnivenenns

Attempts to use more permissible peripheral attachment
clauses in computer lease contracts (request of Senator
J. Caleb Boggs) +vvvveinineririrsnriireeianisnenans

Status of construction and litigation involving the Joseph
H. Hirshhorn Museum (request of Congressman Jerome
R, Waldie) vveiiniiniarecineetiiorscnncenioeesos

Inquiry into progress payments on certain construction
projects (request of Congressman Lawrence J. Hogan) ...

Takeover of the Telpak functions of DECCO, Scott Air
Force Base, Illinois (request of Congressman Melvin
Price) viivveunennroernnceacaorsnnsntssssnsossnasns

Markers being placed on the Canadian and Mexican
borders by the Government instead of by private parties
(request of Senator Alan Cranston) ..........ce0... ..

210

160851

160140

118623

175702

101646

168240

176707

125067

175750

167068

177834

11-28-72

........................

.......................

.......................

.......................

.......................

.......................

.......................

.......................

..................... ..

.......................

.......................

.......................

.........

7 5-72

7-27-72

8- 8-72

8-30-72

10-20-72

11- 3-72

2— 7-73

2-22-73

3-14-73

8-31-72
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Addressee and date issued

Agency
Reference Congress Committees  Members officials
INDEPENDENT AGENCIES—Continued
General Services Administration—Continued
Opportunity for improvements in the excess personal prop-
EILY PIOBTAIMN .+ vvvvooentorennsonaanssassnsenasnsanss 146929, . . ot i i et i e e ireana 10-25-72
Savings in transportation costs through better selection of
shipping depots «..vvvriinnineninnnercnnissennsnenas 114807 . et i it s 10-30-72
Inspection of selected workplaces for compliance with Fed-
eral safety and health standards ................. .. ... 163375, i i e e . 1-30-73
Opportunities for improving management of local tele-
PhONE SEIVICE . iviviruniiiuierrnenanrianssnnnnaarases 146864 . o iviin it iei et iac e 3-19-73
Review of the duel fuel program administered by the Fed-
eral Supply Service of the General Services Adminis-
EFALION 4 vv vt vvnenusenvasonsansssosnosnsraseannsnes 114807 . ittt it ieenaaennsnann 5-31-73
National Aeronautics and Space Administration:
Analysis of cost estimates for the space shuttle and two
alternate programs (request of Senator Walter F.
Mondale) ..iviiiiiiniriiiir ittt 173677 6~ 1-73
Followup review of the use of T-38 aircraft (request of
Chairman, Senate Committee on Aeronautical and Space
SCIENCES) v vetveeniierserinionreansentnieresnrenanes 172170, covvneenns 12-13-72
Allocation of support services costs to Apollo Program (re-
port to Chairman, House Committee on Science and
ASIIonautICS) v ivevvieatiarset et rntateasiasicnrane 158390............. 3- 9-73
Examination of selected aspects of the financial manage-
ment system (settlement of accounts of accountable
officers), Goddard Space Flight Center . ... tttiinen i iiiiiriiintieiiireroansasassesnanns 9-20-72
National Aeronautics and Space Administration’s use of
contractor aircraft for hauling outsized cargo ........... 146804 . . vt iii ittt iinernens 3-19-73
Changes in cost estimates of unmanned spaceflight Projects. ... ...ovvvei ittt iinesiteersonans 5-30-73
National Credit Union Administration:
Need for certain accounting INPIOVEIMIENES « v v v v e v vt taesansonrsoneecasrosrossaussssssnsseoessssanss 12— 5-72
National Labor Relations Board:
Examination into the Board’s investigation of the United
Farm Workers Organizing Committee (request of vari-
ous Senators and Congressmen) .......oceveereennsans 175638, ittt i 7-27-72
’ ’ 7-28-72
National Science Foundation:
Achievements, cost, and administration of the Ocean Sedi-
ment Coring Program .......coviviiirineiiineinnnons 171989 11- 1-72
Examination into certain grants awarded to educational
institutions in Yugoslavia (request of Congressman
Robert D. Price) v.vvvvvnsn et eie et 157985 . ¢ ov e ieinnronannanens 7-18-72
Renegotiation Board:
Operations and activities of the Renegotiation Board ...... 163520 5- 9-73
Selective Service System:
Review of the management of the Selective Service System .. 160672........ . ittt iianennn 6-26-73
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Reference

Addressee and date issued

Congress Committees Members

Agency
officials

INDEPENDENT AGENCIES——Continued

Small Business Administration:

Survey of lease GUATANTEE PIOZIAIM ...ttt vttt te sttt ttmmnaeeuneasiaeeeeeesseesneneeeeenssnnnnns

Payroll and leave operations (settlement of accounts of

ACCOUNtAble OfCEIS) . ittt ittt it e et e ettt aan e,

Smithsonian Institution:

Finances and operations of the John F. Kennedy Center
for the Performing Arts (request of Chairman, Senate
Committee on Public Works) ..............cooovvnn., 154459

Tennessee Valley Authority:

Examination of financial statements of the Tennessee Val-

ley Authority for fiscal year 1972 ... ....coviiiiiinn, 114850
Alternatives to present requirements for repayment of

Federal investment in electric power system (Request of

Chairman, Subcommittee on Public Works Appropria-

_tions, House Committee on Appropriations) ........... 114850
Opportunities for improvements in reclaiming strip-mined

lands under coal purchase contracts (request of Con-

gressman Ken Hechler) .....oovviiiiiiiiiiiiinnen 114850

United States Postal Service:

Improvements needed in collection of data for the Postal

Service’s revenue and cost analysis system ......c.00unn. 114874
Purchase of building for new Postal Service headquarters

(request of Chairman, Subcommittee on Postal Facilities

and Mail, House Committee on Post Office and Civil

SErVICE) 1 viiniiir ittt e it e 114874
Selection of bulk mail facilities in Memphis, Tennessee,

and Philadelphia, Pennsylvania (request of Chairman,

Subcommittee on Postal Facilities and Mail, House Com-

mittee on Post Office and Civil Service) ............... 114874
Examination of selected aspects of the preferential mail

systemm (request of Chairman, Subcommittee on Postal

Facilities and Mail, House Committee on Post Office

and Civil Service) ...vvviiiiiiinii ittt 171594
Examination into the rationale for engaging a firm of

certified public accountants (request of Congressman

H.oR.Gross) vorviniiiniiniiinetniniinensraisanass 114874
Use of overtime instead of replacing employees who retire

(request of Congressman Edwin B. Forsythe) .......... 114874
Examination into whether the Postal Service has improved

first-class mail service (request of Congressman H. R.

GrOSS) vttt ittt ittt it in et 114874
Examination of statements concerning Postal Service au-

thority to sell bonds (request of Senator Alan Bible) .... 114874
Economics of decision to abrogate lease arrangement for

the South Boston Postal Annex Addition, Boston, Massa-

chusetts (request of Congressman James A. Burke) ...... 145650
Comparison of budgeted and actual obligations for fiscal

year 1972 (request of Congressman H. R. Gross) ....... 114874
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Addressee and date issued

Agency
Reference Congress Committees = Members officials
INDEPENDENT AGENCIES—Continued
United States Postal Service—Continued

Evaluation of opinion concerning possible conflict of inter-

est on the part of a firm of certified public accountants

furnishing accounting and auditing services to the

United States Postal Service (request of Congressman

H. R. GIOSS) «ituveerensnrtnraecansrnsrasoeenssarns 114874, oo ee it ienann, 2-20-73
Quality of mail service in Florida (request of Congressman

Paul G. ROBEIS) tvvvvruntoninnsvunnacnsasnescnaanas 114874 ee it iinieiaaeasans 5- 2-73
Comments on senders of third-class mail paying return

postage (request of Senator Mike Gravel) .............. 114874 . . v irii it iniin s 5-10-73
Quality of mail service in Texas (request of Senator Lloyd

M. Bentsen) ........i0iieveannnn. e aaana, 114874 . 1 ittt iiain s 5-15-73
Examination of the promotional activities of the Postal

Service (request of Congressman John M. Murphy) ..... 114874 it ii i i 6-12-73
Survey of Self-Service Postal Center PrOZIAI wn .. eeeueeesneretransrorareastesnetsansssssnssaesssss 9-21-72
Survey of the customer COOPETation PIOGIAINS . ... eeeeeeseeeruanserooonesetonsssssaaertisonsasaensss 10-26-72
Mail forwarded or returned 10 PALTOMS v v v et e ve e o tnnensuneenneernosuaeasanesnnsessssssnsnnsanss 10-31-72
Evaluation of the letter mail code sort system prototype .... 114874..... ... ..ot iiiireininneanan 11- 8-72
Cash management PrACIICES ... v vt vnuintereaueersianeeannrseasnaeaesensrssasaasssasoastssnses 11-30-72
Service-wide mail containerization program needed ........ 114874, ot i it it e enaas 1-18-73
Area and managed mail-processing PrOBIAINS ... vvivverr waveirinrnnraeetossnonasosssesasaanonnns 2- 8-73
Administration of sick leave needs improvement .......... L 2-28-73
Efforts to reduce parcel damage and 10ss ... viv it i i i e s 3-13-73
Certain procedures relating to registered and cod. mail ... i il e 3-19-73

Veterans Administration:

Examination of financial statements of the Veterans Can-

teen Service for fiscal year 1972 .. ... ..o ian 114818 1- 4-73
Better use of outpatient services and nursing-care bed facil-

ities could improve health-care delivery to veterans ...... 167656 4-11-73
Information on the selection of independent architect-

engineers by the Veterans Administration (request of

Chairman, House Committee on Veterans’ Affairs) ..... 152306, 0 evnenenn. 9-13-72
Information on professional fees and other compensation

paid for services of selected physicians employed at the

Veterans’ Administration Hospital in Miami, Florida

(addressed to Chairman, House Committee on Veterans’

Affairs) L. i i i i i i 166866. . uvvennnnns 6- 1-73
Contract awarded to Blackhawk Heating and Plumbing

Co., Inc., to install air-conditioning in the Veterans

Administration Hospital, Fort Hamilton, Brooklyn, New

York (request of Congressman John M. Murphy) ....... 161994 . . 0t ir e i ineneeannanes 6-29-73
Program for providing nursing home care to veterans in

State-operated nursing homes ......covvveveeisronnass 167656, e et eteee e aieasnsanaes 9-14-72
Review of certain financial management activities of the

Veterans Canteen Service, St. Louis, MiSSOUTT + v vuven it inuienneneanrernstnruessoasosonssarasssss 11- 8-72
Mobile-home loan guaranty program .......eocsvevrvanns T18660. . et iiiieiiiiieiinrnroeaasss 12— 7-72
Potential for using alternative dietary systems in Veterans

Administration RoSpItals .. uveevtuisinn et aet i it i i it i i e i i e 12-14-72
Need for certain improvements in the financial statements

of Veterans Canteen SeTVICE .. vvu v steseensensoussoaesssssneanatosorssesunscsassnesassasses 1- 3-73
Methods for estimating hospital and nursing home bed re-

quirements in the San Francisco area ........cvovuvnnn. LT 1 2-20-73
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INTERNATIONAL ACTIVITIES

ACTION:

Need for improved controls in the payroll system of the

Peace COTPS -t ev it ieee it ntensan st eme s seasasansassasasessastansacaceroneasancrenson

Forwarding to GAO of transportation vouchers paid at

overseas 10cations .....oivvrveninioan s e et e e et it e et e e ettt

Agency for International Development:

214

Need for improvements in the management system to assess
performance of AID-financed projects in India .........
U.S. efforts to increase international cooperation in con-
trolling narcotics trafficking (Secret) ........... ...\ ..
U.S. programs in the Republic of Zaire (formerly the
Democratic Republic of the Congo) (Secret) ...........
Supplement report on “What should U.S. policy be for
development assistance to Ecuador?” (Confidential) .....
What should U.S. policy be for development assistance to
Ecuador? . .ouuiniiiiiiii it iie et iineaas
Better use could be made of U.S. assistance and other sup-
port to the Philippines (Secret) ......... ..o
Classified material deleted from report to the Congress on
U.S. interests and activities in Nepal {Confidential) .....
U.S. interests and activities in Nepal ................ ...,
Developing countries’ external debt and U.S. foreign as-
sistance: acase study ....vvriiiii it iiie i iy
Assistance to family planning programs in Southeast Asia ...
Progress and problems of U.S. assistance for land reform
in VIEtnam ...eveiiinrinieereororerneonanransnoes
Review of dollar obligations incurred by AID for popula-
tion and family planning assistance during the period
April to June 1972 (request of Chairman, Subcommittee
on Foreign Operations, Senate Committee on Appro-
Priations) . .vviiii it i e i
U.S. share of relief contributions to Bangladesh for fiscal
year 1972 and the first quarter of fiscal year 1973 (re-
quest of Chairman, Foreign Operations Subcommittee,
Senate Committee on Appropriations) ...........v0vn.
Review of AID actions to comply with recommendation of
Senate Appropriations Committee concerning scholarship
programs (request of Chairman, Subcommittee on For-
eign Operations, Senate Committee on Appropriations) ..
Review of dollar obligations incurred by AID for family
planning assistance during the period July to September
1972 (request of Chairman, Subcommittee on Foreign
Operations, Senate Committee on Appropriations) ......
Relief assistance contributions to disaster victims in Bangla-
desh (request of the Chairman, Foreign Operations Sub-
committee, Senate Committee on Appropriations) .......
Interim report on AID’s housing investment guaranty pro-
gram (request of Chairman, Senate Committee on For-
eign Relations) ........c.iiiiiiiiiiiiiiiiiienenn.

146749

176625

177109

146998

146998

133359

177681
177681

177988
173240

159451

6-22-73

.............

.............

.............

10-13-72

1-30-73

2- 8-73

2-16-73

4~ 9-73

5-22-73
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. Reference

Addressee and date issued

Agency
Congress  Committees  Members officials

INTERNATIONAL ACTIVITIES—Continued

Agency for International Development—Continued
Steps taken to implement aid cutoff provisions to countries
determined to not be cooperating in preventing traffick-
ing in drugs (request of Congressman Charles B. Rangel). .
Status of deliveries of resources provided by the United
States to assist disaster-stricken East Pakistanis as of
April 30, 1972 (request of Congressman John F.
Seiberling) «.viiiiiiiiii i i i i e
Regional poultry project in West Africa (request of Con-
gressman H. B. Gross) ....cecenvenrniineiniienninn,
Premature advance of cash to the United Nations under a
$35 million grant for Bangladesh assistance ............
Questionable effectiveness of a $20 million grant support-
ing India’s family planning program ..................
Review of administration of debt and payment claims ......
Review of improper transaction in AID’s population ac-
COUNTS o unstvitnntnonaanonesonssattssssnesanacsesrs
Audit of loan program financial statements for fiscal years
1971, 1970, and 1969 ... .o ciiiintiiiirnnniernins

Department of Agriculture:

Interim report on sale of grain to Russia and related devel-
opments (request of Chairman, Senate Committee on
Agriculture and Forestry) .......cooviiiiniiiinniiad,

176095

173651

145883

....................... 8-30-72
....................... 5-10-73
................................. 1-12-73

................................. 1-12-73
I T O 2-7-73

................................. 4- 6-73

................................. 5-18-73

Alternatives to present market development aCtIVILIES v vvu et ittt eiieie s inennnneeenrnenennrens 5-31-73

Department of Commerce:

Improved foreign market analyses can increase U.S. exports. .
Commercial offices abroad need substantial improvements
to assist U.S. export objectives ....ovvvvrneiunienn.n.,
Ways to increase field office contributions to Commerce’s
export expansion efforts ....... ... il
Observations on nontariff barriers provisions in the Trade
Reform Act of 1973 (request of Chairman, House Com-
mittee on Ways and Means) .......oooevernnianannn...
Improved export services needed to assist small business . ...

Military Assistance:

Suggestions for changes in U.S. funding and management
of pacification and development programs in Vietnam ...
Military assistance and commitments in the Philippines
(BECret) v vviiiiii ittt it e
Military assistance and commitments in the Philippines . ...
Correctness of certain dollar values of military assistance
data provided by the Department of Defense to the Sub-
committee on Foreign Operations (request of Chairman,
Subcommittee on Foreign Operations, Senate Committee
on Appropriations) .......... it e
Use of excess defense articles and other resources to supple-
ment the military assistance program (request of Chair-
man, Senate Committee on Foreign Relations) (Secret).
Use of excess defense articles and other resources to sup-
plement the military assistance program (request of
Chairman, Senate Committee on Foreign Relations) .....

172255
172255

172255

162222
172255

159451

133359
133359

163582

163742

7- 6-72

10-24-72

11-14-72

................................. 6-22-73

7-18-72

9-18-72
4-12-73
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Addressee and date issued

Agency

Congress Committees Members officials

INTERNATIONAL ACTIVITIES—Continued
Military Assistance—Continued

Use of excess defense articles in military assistance pro-
grams (request of Senator James B. Pearson) ........
Defense commitments and military aid for the Republic of
China (Secret) ..uviiinini ittt
Foreign military sales—delinquent payments (Confidential)
Opportunity to recover certain foreign military sales ad-
ministrative expenses (Confidential) ................
Opportunities for savings through using military assistance
program excesses to meet U.S. rebuild needs, 2 reports

Other Defense International Activities:

How the United States finances its share of contributions
to NATO
U.S. agreements with and assistance to free-world forces
in Southeast Asia show need for improved reporting
(Secret)
Questionable activities of American Legion Post 34, Saigon,
Vietnam (request of Chairman, Subcommittee on For-
eign Operations and Government Information, House
Committee on Government Operations)
Management of military payment certificates in Korea and
Vietnam
Review of the Pacific Exchange mail-order-catalog opera-
tions

.......................................

.......................................

.......................................

...........................................

Department of State:

Use of State Department lists for mailing politically
oriented material (request of Senator Hubert H. Hum-
phrey)

Motor vehicle fleet operations at U.S. Embassy, London

Report on the banking facility, American Embassy, London

Opportunities for improved cash management practices,
Regional Finance and Data Processing Center, Paris,
France

Opportunity to recover certain foreign military sales ad-
ministrative expenses (Confidential)

.........................................

................

Department of the Treasury:

Survey of the international activities of the Department
of the Treasury

..................................

Independent Agencies:

Export-Import Bank:

Relending programs could be made more effective in
promoting U.S. exports
Improved management information system needed for
Eximbank’s capital loan program .................
Audit of the Export-Import Bank of the United States,
fiscal year 1972
GAO opinion on the Export-Import Bank’s financial
statements for the fiscal year ended June 30, 1972

................................

216

............................................

156489

159451

177126

..

146749

177370

s

.............................................

....................................................................................

.

114823

114823

114823

114823

.......................

.................................

.................................

.................................

2-23-73

4-24-73

.................................

.................................

.................................

..............................

................................

1-23-73

2-12-73

4-30-73

.................................

8-29-72
11-30-72

2-26-73

3-19-73

10-13-72

2-26-73
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Addressee and date issued

INTERNATIONAL ACTIVITIES—Continued
Independent Agencies—Continuned
Overseas Private Investment Corporation:
Audit of the Overseas Private Investment Corporation,
fiscal year 1972 .. iivreiiiiin e,
GAO opinion on the financial statements of the Over-
seas Private Investment Corporation, fiscal year 1972. ..
U.S. Postal Service:

International mail safeguards improved—]. F. Kennedy
International Airport and Brooklyn Army Terminal ...

International Organizations and Financial Institutions:

U.S. system for appraising and evaluating Inter-American
Development Bank projects and activities (Confidential)..
More effective U.S. participation needed in World Bank and
International Development Association .......ciscveons
Improvements needed in system for managing U.S. partici-
pation in the Asian Development Bank ................
Additional information on Treasury Department manage-
ment of U.S. participation in the Inter-American Devel-
opment Bank (request of Chairman, Subcommittee on
Inter-American Affairs, House Foreign Affairs Com-
4140 7-Y=3)

Multiagency Activities:

Need to improve language training programs and assign-
ments for U.S. Government personnel overseas .........

United States Information Agency:

Improvements needed in the evaluation of USIA world-
wide films
Continuing review of USIA’s administration of payroll,
leave, and travel

Other International Activities:

The International Coffee Agreement and the price of cof-
fee (request of Chairman, Senate Committee on Finance).

Alleged discrimination against U.S. ships in the carriage
of coffee (request of Chairman, Senate Committee on
Finance) ..eeievernieruiineeruiniieneinssenssaannens

The soluble coffee controversy (request of Chairman,
Senate Committee on Finance) ........ceveevvueenens

GOVERNMENT-WIDE AND MULTIAGENCY
ACTIVITIES

Opportunity for greater efficiency and savings through the
use of evaluation techniques in the Federal Government’s
COMPULET OPETALIONS <« vt v v v en oo eneusroanesnsisnorans

Economies available through increased use of the Federal
Telecommunications System by military installations (De-
partment of Defense and General Services Administration). .

................................................................................. 7-31-72

........................................................................... L 10-16-72

Ageney
Reference Congress Committees Members officials
173240 6-13-73
173240, oot i i et 10— 2-72
114874 . v e ir ettt v tettanriennanans 11- 6-72
161470 8-22-72
161470 2-14-73
173240 5— 8-73
161470, ..o iveeian 12-18-72
176049 1-22-73
175530, .. iviinns 4-30-73
175530, ...t 6-13-73
175530, ... iiunn. 6-29-73
115369 8-22-72
146864 8-24-72
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Addressee and date issued

Ageney
Reference Congress Committees Members officials

GOVERNMENT-WIDE AND MULTIAGENCY ACTIVITIES—Continued

Agencies' implementation of Public Law 90-616 on waivers 152040

of erroneous payment of pay . .cvvvi it { 158429 9-15-72
Capability of the naval petroleum and oil shale reserves to

meet emergency oil needs (Department of the Navy and

Department of the Interior) ..........ovvvenveveiinannnn 66927 10- 5-72
Need for Federal agencies to improve solid waste management

PrACHICES  + vt ittt ittt iiennen e ranarasaenanonnsnnsss 166506 10-26-72
Report on the budgetary and fiscal information needs of the

CONEIESS v vt iitieneerrnnnceneseronenencacasessses 115398 11-10-72

Estimates of the impact of inflation on the costs of proposed
programs should be available to committees of the Con-
BTESS o v v vasees e s scuaaessonsonssnnoseenasasenanns

Means for increasing the use of Defense technology for urgent
public Programs .........cciivi ittt i i

Reduction of communications costs through centralized man-
agement of multiplex systems (Office of Telecommunica-
tions Policy, Department of Defense, and General Services
Administration) ... ..ot et i 169857 1-18-73

Comments on the second annual report of the Office of Man-
agement and Budget and the Department of the Treasury
regarding implementation of sections 201 and 202 of the

176873 12-14-72

175132 12-29-72

Legislative Reorganization Act of 1970 .................. 115398 2—- 7-73
How the Federal Government participates in activities affect-
ing the energy resources of the United States ............. 178205 4~ 6-73

Revisions needed in financial management policies of the Fed-
eral Government’s automatic data processing fund (Office
of Management and Budget and General Services Adminis-

£5 =72 Uo) 1) S 115369 4-17-73
Improvements needed in the survey of non-Federal salaries
used as basis for adjusting Federal white-collar salaries ..... 167266 5-11-73

The Federal Catalog Program: progress and problems in at-

taining a uniform identification system for supplies {(De-

partment of Defense and General Services Administration).. 146778 6-20-73
Federal resources committed to fuel and energy-related activ-

ities (request of Chairman, Senate Committee on Interior

and Insular Affairs) .........cciiiiii ittt i 140579....vvinvnnnn 7-25-72
Government’s computer acquisition practices (request of

Chairman, Joint Economic Committee) .............c.0.n 115369. ... .00ttt 9- 1-72
Followup report on Jet Propulsion Laboratory automatic data

Processing PractiCes .....vevvnsrsoeeanienecrrieoneennas 162407(6) v vevnnnn. 11- 3-72
Summary report on agency implementation of the Joint

Agency Transportation Study recommendations ........... 163758 c.vvvvninnnn 11— 8-72

Adequacy of selected environmental impact statements pre-

pared under the National Environmental Policy Act of

1969 (request of Chairman, Subcommittee on Fisheries

and Wildlife Conservation, House Committee on Merchant

Marine and Fisheries) ... ...oiiiieiiiiiiiiineneeenas 170186, ..o ennnn 11-27-72
Alleged irregularities in performance of a painting contract

at Fort Ord, California (request of Chairman, Government

Activities Subcommittee, House Committee on Govern-

ment Operations) .......cooeiiiiiiiiiiiiiiiiaiiaeas 177185, cov v iennnn 12— 4-72
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Addressee and date issued

Agency
Reference Congress  Committees Members officials

GOVERNMENT-WIDE AND MULTIAGENCY ACTIVITIES—Continued

Significant audit findings in the civil departments and agen-

cies of the Government (request of Chairman, House Com-

mittee on ApPPrOPriations) . .....ceeevevennaraccenoaoens 106190............. 12-12-72
Significant audit findings in the Department of Defense (re-

quest of Chairman, House Committee on Appropriations) .. 106190............. 2- 9-73
U.S. agencies could benefit by better management of auto-

matic data processing activities of Government contrac-

BOTS v e eeeannonsnecaseonesnoanneenassnsananeanansas 115369.....cc0vvnen 3- 2-73
Summary report of activities under the joint financial man-

agement improvement program (request of Chairman,

House Committee on Government Operations) ........... 84260, ....00vuunns 3-19-73
Controls over importing and exporting munitions items (re-

quest of Chairman, Permanent Subcommittee on Investi-

gations, Senate Committee on Government Operations)

(Departments of the Treasury, Commerce, State, and

Defense) vovuietriiieiiir ittt i e 158368......ccnnunn 4-12-73
Review of the Federal expenditures for automatic data proc-

@SSINE SYSLEIMS 4 vt vve v v nnnuoensnronsoenasaocsononnnas 115369...........0. 4-25-73
Utilization of automatic data processing systems ............ 115369........c0ht 5- 2-73
Progress report on the implementation of sections 201 to 205,

231 to 235, and 451 of the Legislative Reorganization Act

e B 0 T 115398, .....0ceunn 5~ 3-73
Inquiry into the need for retaining the National Industrial

Equipment Reserve (request of Chairman, House Commit-

tee on Appropriations) (Department of Defense and Gen-

eral Services Administration) .........cciiiiiiiiiiiaina 125187.c00ivvnvnnn, 5-31-73
Differences in administration of the Uniform Relocation As-

sistance and Real Property Acquisition Policies Act of 1970

(request of Chairman, Subcommittee on Intergovernmental

Relations, Senate Committee on Government Operations)... 148044............. 6- 7-73
Executive branch response to recommendations of the Com-

mission on Government Procurement (request of Chair-

man, Subcommittee on Legislation and Military Opera-

tions, House Committee on Government Operations) ...... 160725.... ...l 6-19-73
Use of foreign-flag air carriers for both direct and indirect

Government-supported travel of passengers and cargo (re-

quest of Chairman, Senate Committee on Commerce) ...... 149748, .. oovvvinnt 6-25-73
Noncompliance with requirement of procurement regulations

and terms of Government contracts that jewel bearings be

purchased from a Government-owned plant (request of

Senator Milton R. Young) ...ovveveeiinneenieeninnnnns 159463, v iiiiiinineneriaanas 9-19-72
Review of methods of reimbursing Government employees for

moving expenses (request of Senator John G. Tower) ..... 175857 . ciivivunonne. e 9-28-72
Agencies’ contracting for duplicating or reproduction services

(request of Congressman Bob Eckhardt) ................ 90545 . it it i aacee 11- 1-72
Procurement of products from workshops for the blind and

other handicapped persons (request of Congressman Wil-

lam 8. Mailliard) ....vvnniiiniiiii it iiiiiiiiiana, 174787 ettt 12- 4-72
Computer hardware and software monitoring policy and

PraCICES et tuuns s s teaeeeannnereneuncosrnnnneeenns 115369, cveerverenrnnrnnneens 12- 5-72
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Addressee and date issued

Agency
Reference Congress Committees Members officials

GOVERNMENT-WIDE AND MULTIAGENCY ACTIVITIES—Continued

Estimated cost impact of discontinuing the school loan pro-

gram of the National Industrial Equipment Reserve (re-

quest of Congressman John B. Anderson) ................ 125187, i iie i i i 1-15-73
Data on total budget requests and congressional appropria-

tions for calendar years 1969-72 . ........oouveinvun.... 107689, . it ieiinnene, 2-15-73
Disposal of real or personal Federal surplus property in excess

of $1,000 (request of Senator Edmund S. Muskie) ......... 163120, 00 v i i 2-27-73

Review of additional costs for maintaining the National In-

dustrial Equipment Reserves if school loan program were

terminated (request of Congressman James V. Stanton) ... 125187.c..uurrirernnnnennnns 3-20-73
Proposal of a research institute to perform certain functions

now being performed by Government contractors (request

of Senator John Sparkman) ....... ... . iiieiian, 177958, 00t e 5- 2-73
Accessibility of buildings to the physically handicapped (re-

quest of Senators Harold E. Hughes and Adlai E. Steven-

son and Congressman Tom Railsback) (General Services

Administration and Departments of Defense, Housing and

Urban Development, and Health, Education, and Welfare) .. 178391........00vivinneenn.. 5-31-73
Report on the feasibility of escrow accounts on residential

mortgages becoming interest bearing (request of Congress-

woman Leonor K. Sullivan) ..........coiiiiiinnean.. 114860. ... vviinnienninennnnnn, 6-21-73
Information on costs to Government agencies of relocating

both present employees and new employees reporting to

initial duty stations (request of Congressman William J.

Keating) ..ooivviiiiiiiiiii it iiiian s 178183, i 6~-22-73
Progress and trend of development of Federal agencies using

computer-output-microfilm systems .............oiii.l, TI8369. . oo e 10-18-72
Government should seek compensation for use of its facilities

in providing telephone service ........ciiiiiiiiiiiin., 133200 .t i i e e 4~ 5-73
Standard container register needed to insure propriety of pay-

ments to carriers (Department of Defense and Federal

Maritime Commission) .....coevevernrnonnn erereenn L 2 T 2 5-23-73

LEGISLATIVE BRANCH

Architect of the Capitol:
Senate Restaurants (June 27, 1971, to June 24, 1972) ..... 114871, ..o iiinen vt 1-18-73

Capitol Historical Society:
Audit for year ended January 31,1972 .........oiiin 176631 1- 2-73

Government Printing Office:

Need of certain adjustments in the accounting records .. oot iiit ittt sttt iieneeasrenrsnerontennenns 9-26-72
Need for certain additional adjustments ... ..uuiui it iii ittt it tiernensrreseroatarnsrnrnseaas 10-24-72
Need for certain accoUNting IMPTOVEIMEIES .t vttt ettt aenanesunassensasaesosesnsnroasoasnsnsns 2-26-73

Inspection of selected workplaces for compliance with Fed-
eral safety and health standards ..........c.coiiheinnn 163375, ittt it it i i i, 2-28-73

House of Representatives:

Majority Printing Clerk, fiscal year ended August 31, 1972.. 164163 4-19-73
Minority Printing Clerk, fiscal year ended September 30,
197 i i it ittt s e 164163 4-19-73
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Addressee and date issued

Apgency
Reference Congress Committees Members officials
LEGISLATIVE BRANCH—Continued
House of Representatives—Continued
Sergeant at Arms (1972) ...iiiii ittt 114854............. 10- 4-72
House Recording Studio revolving fund (1972) ........... 114842, ............ 11-21-72
Carwash activities in Cannon and Rayburn House Office
Buildings (request of Chairman, House Select Commit-
tee on Parking) .....iiiiiiiiie i it 177236, .. cevvnnnn .. 11-27-72
Sergeant at Arms: Transfer of accountability as of Sep-
tember 30, 1972 ... .ttt i i i i 114854............. 11-27-72
Office equipment service (1972) .....civiiiiiiniinnn.nn 114865............. 12-29-72
Finance Office (1972) ..rivuiiiintiniinanneeronrennenas 114864............. 1-10-73
Stationery revolving fund (1972) ........ceviiiiieniaa, 114862......000v.. 1-17-73
House Restaurant (June 27, 1972, to June 24, 1972) ...... 114891...........t. 2- 1-73
Senate:
Recording Studio revolving fund (1972) ...........vvtn. 125079, . cvvvnnnnn. 1-11-73

DISTRICT OF COLUMBIA GOVERNMENT

Improvements needed in policy for establishing regulatory

= T 118638 7-12-72
Payroll operations of the District of Columbia Government

need IMPrOVEIMENt . ....vuievnrerronnernonsonenernssass 118638 10-30-72
Study of Federal programs for manpower services for the dis-

advantaged in the District of Columbia ................. 146879 1-30-73

Report on violation of the Anti-Deficiency Act (request of

Chairman, Subcommittee on the District of Columbia,

Senate Committee on Appropriations) ...........oovuveen 118638........c.. . 9-15-72
Controls over funds available to the District of Columbia

public schools (request of Chairman, Subcommittee on

District of Columbia, Senate Committee on Appropriations,

and Chairman, Senate Committee on the District of

Columbia) v ivvir i ininn i iieeirirenanetnsnennenns 118638............. 10-31-72
Child care activities in Chicago, Illinois, and St. Louis,

Missouri (addressed to Chairman, House Committee on

Education and Labor) ....vvittiniiniiiriienieiennnens 174895, .......0 vt 11-17-72
Effect on personnel needs of new correctional facilities pro-

posed for construction at Lorton, Virginia (request of

Chairman, Subcommittee on the District of Columbia,

Senate Committee on Appropriations) ............c...... 118638. .. ... 3~ 7-73
Monitoring the audit of the District of Columbia public

schools’ accounts performed by District’s Office of Munici-

pal Audit and Inspection (request of Chairman, Senate

Committee on the District of Columbia; Chairman, Sub-

committee on the District of Columbia, Senate Committee

on Appropriations; and Senator Charles McC. Mathias,

5 118638......0000ue 3-8-73
Review of the solid waste collection program (request of

Chairman, Subcommittee on the District of Columbia, Sen-

ate Committee on Appropriations) ................. s... 118638............. 5- 2-73
Review of personnel requirements for District courts (request

of Chairman, Subcommittee on the District of Columbia,

Senate Committee on Appropriations) ...........cceuuuus. 175428, . ...000vne 5-10-73
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Addressee and date issued

Congress

Committees  Members

Agency
officinls

DISTRICT OF COLUMBIA GOVERNMENT-—Continued

District of Columbia’s expenditures for telephone services and
the adequacy of its internal controls over long-distance calls
(request of Chairman, Subcommittee on the District of

Columbia, Senate Committee on Appropriations) ........

Problems in financial and property adminisiration at Wash-
ington Technical Institute, District of Columbia (request
of Congressman William J. Scherle) ..................

.............

..........

Review of licensing and Inspection activities . ... ouu vttt it iiiire i iiiteieerenreenornsoaceanensenes

OTHER ORGANIZATIONS OUTSIDE THE
FEDERAL GOVERNMENT

Financial transactions of the Corporation for Public Broad-
casting for fiscal year 1972 (request of Chairman, House
Committee on Interstate and Foreign Commerce) .......

Examination of financial statements of Disabled American
Veterans—National Headguarters and Service Foundation
for year ended December 31, 1971, and Life Membership
Fund for 6 months ended December 31, 1971 ..........

Audit of financial statements Government Services, Inc., year
ended December 31, 1972 ... ... . ... i i,

Review of management activities of Government Services, Inc

National Railroad Passenger Corporation (AMTRAK):

Railroad passenger service—Analysis of train scheduling
and operations (prepared for the General Accounting
Office by Richard M. Michaels Transportation Con-
sultants) (request of Chairman, Subcommittee on Trans-
portation and Aeronautics, House Committee on Inter-
state and Foreign Commerce) ......ooviunivnnvnenns

AMTRAK needs to improve train conditions through bet-
ter repair and maintenance (request of Chairman, Sub-
committee on Transportation and Aeronautics, House
Committee on Interstate and Foreign Commerce) .....

Proposed passenger rail route between the United States

and Mexico (request of Congressman James M. Collins)..

Study of the Local 295 Severance Trust Fund of the Interna-
tional Brotherhood of Teamsters, Chauffeurs, Warehouse-
men and Helpers of America (request of Chairman,
Permanent Subcommittee on Investigations, Senate Com-
mittee on Government Operations} ......ccvvvvenn. e

REPORTS ISSUED JOINTLY BY GAO AND
OTHER AGENCIES

Measuring and enhancing productivity in the Federal Gov-

.............

.............

.................................

...........................................

.+ 175155

.............

2-22-73

6-21-73

175155, cviivivnnnnnen e

5-21-73

2- 7-73

ernment {Joint GAO-OMB-CSC-Project Team) ....uiveis i ennnrrocenieresnsnsorsnesnas Cersaaaas

Joint financial management improvement program for fiscal
year 1973 (Joint GAO-OMB-CSC-Treasury JFMIP Com-

11U
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Date issued

REPORTS BY OFFICE OF FEDERAL ELECTIONS

The American Party of the United States, Richmond, Vir-

ginia:
Audit of financial activities for the period April 7, 1972,
to December 31, 1972 ... it

The Ashbrook for President Committee, San Francisco, Cali-
fornia:

Audit of financial activities for the period April 7, 1972,
to September 15, 1972 ...t iiiiniiiiiiienenaes

The Bay Area Citizens Committee to Reelect the President,
San Mateo, California:

Audit of financial activities for the period April 7, 1972,
to October 26, 1972 .. i iiiiiiiiiieiineienieas

Finance Committee to Reelect the President:

Audit of financial activities which should have been re-
ported on reports filed June 10, 1972, and investigation
of apparent and possible violations of Public Law 92-2251

Pre-election contribution .......c.eiiiiiiiiiiieiiaiaias

Contributions of Robert L. Vescol ... ..veiiiiiinsnn

Unreported cash expendituresl .........00vivvennns RN

“The People vs. the New York Times” advertisement?! ...

Currency transactions involved in the campaign to reelect
President Nixonl ... iueiiiiiiiiiiieiininannnaen

Finance Committee to Reelect the President and related com-
mittees:
Investigation of apparent violations of title 18, United
States Code, sections 610 and 6131 ...........cvvuus,
Finance Committee to Reelect the President, McGovern for
President, Inc.:
Review of operations of November Group, Inc., which per-
formed advertising agency functions for Finance Commit-
tee to Reelect the President and of Guggenheimn Pro-

ductions, Inc., which did similar work for McGovern
for President, INcC. ...cvvviviniirnrniniiivennsirans
Florida Finance Committee to Re-Elect the President, St.
Petersburg, Florida:
Audit of financial activities for the period April 7, 1972,
to December 31, 1972 ... .iiiiii ittt
The Harris County Republican Executive Committee, Hous-
ton, Texas:
Audit of financial activities for the period April 7, 1972,
to August 31, 1972 ot iiiii i i e
The Kent County Republican Finance Committee, Grand
Rapids, Michigan:
Audit of financial activities for the period April 7, 1972,
to December 31, 1972 ... coviiviiiniinnn. e
McGovern for President, Inc.:
Pre-election contributions

McGovern for President-D.C. Committee and related commit-
tees:

Audit and investigation of financial operations 1

......................

......................

......................

......................

......................

......................

......................

......................

......................

......................

......................

......................

3-28-73

4-24-73

3-12-73

8-26-72
2-13-73
3-12-73
4-27-73
5~ 3-73

5-20-73

11- 1-72

2-21-73

3-27-73

2~-26-73

6-21~73

2-13-73
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Date issued

REPORTS BY OFFICE OF FEDERAL ELECTIONS
—Continued
Audit and investigation of financial operations
Audit and investigation of financial operations
The McGovern ’72 Committee,
Los Angeles, California:

Audit of financial activities for the period April 7, 1972,

to February 28, 1973
Mills for President Committee,
Washington, D.C.:

Audit of financial activities for the period April 7, 1972,

to February 16, 1973
Missouri Democrat Days Committee,
Hannibal, Missouri:

Audit of financial activities for the period April 7, 1972,

to December 31, 1972
National Committee for Impeachment:

Investigation of apparent violation of Federal Election
Campaign Act of 1971 due to failure to register as a
political committee with the Office of Federal Elections 1

The Nixon-Bowen Victory Committee,
Indianapolis, Indiana:

Audit of financial activities for the period September 18,

1972, to January 26, 1973
North Carolina Democratic Executive Committee,
Raleigh, North Carolina:

Audit of financial activities for the period April 7, 1972,

to December 31, 1972
The North Carolina Republican Committee,
Raleigh, North Carolina:

Audit of financial activities for the period April 7, 1972,

to October 26, 1972
The North Dakota Republican State Committee,
Bismarck, North Dakota:

Audit of financial activities for the period April 7, 1972,

to December 31, 1972
The Northern California McGovern Campaign Committee,
San Francisco, California:

Audit of financial activities for the period August 1, 1972,

10 October 26, 1072 Lt tiiiit s s raa ety

Peabody for Vice-President Committee,
Washington, D.C.:

Audit of financial activities for the period April 7, 1972,

to December 31, 1072 ittt innarae et tiia e ssetaniaraasans

Republican Citizens” Finance Committee of Indiana,
Indianapolis, Indiana:

Audit of financial activities for the peried April 7, 1972,

to December 31, 1972 . it iiiine s itanesr et ce

224
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6-11-73

6-11-73

6- 5-73

7- 7-72

4-24-73

6-21-73

6-15-73

6-11-73

3-29-73

6-11-73

4-25-73



APPENDIX 2

Date issued

REPORTS BY OFFICE OF FEDERAL ELECTIONS
—Continued
The Republican Party of Douglas County, Nebraska,
Omaha, Nebraska:

Audit of financial activities for the period April 7, 1972,

1o December 31, 1072 L. i it ittt ie i ieteetan it eteneennas

The Republican Party of Virginia,
Richmond, Virginia:
Audit of financial activities for the period April 7, 1972,

to December 31, 1072 .. . ittt ittt ineennneennenrnenns

The Republican Party of Wisconsin,
Madison, Wisconsin:

Audit of financial activities for the period April 7, 1972,

through May 31, 19721 .. .. ittt iinriaecntosnnrooearanens

Sanford Carolina Campaign Committee,
Chapel Hill, North Carolina:

Audit of financial activities for the period April 7, 1972,

through August 19721 .. ioiuiiririnrarrosrnnisseneenaseansens

The Banford for President Committee,
Durham, North Carolina:

Audit of financial activities for the period April 7, 1972,

to December 31, 1972 ... i iin i iiiitnriiianiacnrennannanes

The Scientists for George McGovern Committee,
Cambridge, Massachusetts:

Audit of financial activities for the period April 7, 1972,

to December 31, 1972 .. .. iiiieinierienrnenacetonierorsnanes

State Democratic Executive Committee of Alabama,
Birmingham, Alabama:

Audit of financial activities for the period April 7, 1972,

to February 28, 1973 ... iiiiiiiiiiiintirerinrnenastanneeanns

Utah Republican State Central Committee,
Salt Lake City, Utah:

Audit of financial activities for the period April 7, 1972,

through October 26, 19721 .............c.vne e ee ettt

The Victory *72 Luncheon Committee,
San Francisco, California:

Audit of financial activities for the period August 18, 1972,

to November 30, 1972 ... ittt iiennnarneenneanas

The Wisconsin Finance Committee to Reelect the President,
Milwaukee, Wisconsin:

Audit of financial activities for the period June 5, 1972,

to August 31, 1972 .......... e ies e aee et s

Wyoming State Democratic Central Committee,
Casper, Wyoming:
Audit of financial activities for the period April 7, 1972,

to February 28, 1073 ..t iiiiniriieeiniinninnnnnnscienanns

1 Referred to the Attorney General.

6- 5-73

6-28-73

5-30-73

5-18-73

4-24-73

4- 6-73

6-21-73

3-14-73

3-14-73

5-21-73

6-25-73
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INDEX

Transportation, Department of—Continued Treasury, Department of the—Continued
Federal Railroad Administration, 118, 198 Standardized budgetary and fiscal data system, 6, 25, 28
GAO work in the Department, 103, 117 Treasurer of the United States, 161, 199
Joint Agency Transportation Study, 159 Transportation activities, 159
Legislation, recommendations for, 261 Trust Territory of the Pacific Islands, 233

National Highway Traffic Safety Administration, 117, 198
Railroad Safety, Bureau of, 198

Regulatory activities, 133 U
Saint Lawrence Seaway Development Corporation, 161,
198 Unemployment Insurance Service, 197
Urban Mass Transportation Administration, 199 United Nations, 143, 145, 147, 240, 268
Treasurer of the United States, 161, 199 Urban Mass Transportation Administration, 199
Treasury, Department of the: U.S. Information Agency, 150, 217, 237, 244
Accounting systems, 30, 31 U.S. Postal Service. (See Postal Service.)

Audit reports on, 195, 199, 216, 217, 219
Collections and other measurable savings, 237, 241, 242

Comptroller of the Currency, 200 v

Customs, Bureau of, 128, 130, 131, 195, 199, 266, 269 Veterans Administration, 18, 30, 86, 102, 113, 190, 215, 234,
Decisions involving, 17 263

Exchange Stabilization Fund, 141 Veterans Canteen Service, 161, 215

GAO work in the Department, 124, 131 Vice President, Office of the, 30

Homeownership assistance programs, 110 Vietnam, 214, 215, 216, 238, 241

Internal Revenue Service, 30, 70, 83, 131, 199, 200 Vietnam War, 201

International activities, 141, 144, 145, 216, 217
Legislation, recommendations for, 266, 268, 269, 270
JFMIP, participation in, 8, 29, 222

Port-of-entry inspections, 195

Vietnamization, 40, 200

Public Debt, Bureau of, 199 w

Records, denial of access to, 10, 69, 151 Weapon systems, 57, 58, 200, 201, 206, 251
Rental assistance housing program, 111 Welfare programs, 95

Revenue sharing, 135, 235 World Bank, 144, 217, 268
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INDEX

National Railroad Passenger Corporation, 103, 122, 222
National Science Foundation, 30, 86, 99, 211
Navy, Department of the:
Accounting systems, 30, 33
Audit reports on, 179, 204, 206, 218
Collections and other measurable savings, 237, 238, 239,
240, 242, 243, 245
Decisions involving, 17
Facilities and construction, 49, 50
Legislation, recommendations for, 269
Logistics, 239
Logistics support of the 7th Fleet, 42
Maintenance, repair, and overhaul, 46
Manpower management, 76, 239
Materiel management, 43
Procurement, 18
Readiness, 44
Research and development, 65
Retirement, 83
Supply management, 238
Training and education, 80,81
Weapon systems, 57, 59, 61, 62, 206
Neighborhood Youth Corps, 99, 196, 197
North Atlantic Treaty Organization, 142, 216, 241, 267

0

Occupational Safety and Health Administration, 97, 197, 264

Office. (See other part of name.)

Organizations outside the Federal Government, 28, 163, 179,
222

Outdoor Recreation, Bureau of, 116, 193, 262

Overseas Private Investment Corporation, 145, 150, 217

-]

Panama Canal Company, 161
Patent Office, 185
Pay and allowances:

Civilian, 35, 74, 79

Military, 74, 163
Peace Corps, 145, 214
Pennsylvania Avenue Development Corporation, 233
Pennsylvania National Guard, 20
Personnel (See General Accounting Office, staff)
Postal Service, U.S., 124, 133, 158, 212, 217, 237, 242
Presidential Election Campaign Fund Advisory Board, 11
President’s Commission on Budget Concepts, 29
Prisons, Bureau of, 195
Procurement, 15, 24, 54, 68, 203, 210, 238, 239
Public Debt, Bureau of, 199
Public Health Service, 20, 128

R

Railroad Safety, Bureau of, 198
Reclamation, Bureau of, 114, 191, 194, 270
Records, access to:
Denial of, 10, 69, 151, 161, 230, 265
GAO testimony on, 10, 151, 230
Legislation enacted during F.Y. 1973 affecting, 233
Regional offices, GAO, 258

284

Rehabilitation Services Administration, 95
Renegotiation Board, 69, 211, 265
Reports. (See Audit reports.)

Reserve Forces, 74, 77

Reserve Officers Training Corps, 82, 203
Rural Electrification Administration, 183
Rural Telephone Bank, 161, 183

]

Saint Lawrence Seaway Development Corporation, 161, 198
Science and Technology, Office of, 126
Selective Service System, 30, 82, 211
Senate, U.S., 5, 124, 136, 221
Ship Systems Command, 206
Small Business Administration, 18, 124, 133, 212, 257, 242
Smithsontan Institution, 18, 124, 212
Social and Rehabilitation Service, 188
Social Security Administration, 83, 95, 188
Soil Conservation Service, 108, 183, 272
Southwestern Federal Power System, 114, 184, 194, 241
Southwestern Power Administration, 194
Standardized budgetary and fiscal data system, 6, 25, 28
State, Department of:
Accounting systems, 31
Agency for International Development, 131, 143, 145, 146,
147, 148, 149, 150, 157, 214, 237, 240, 241, 242, 244,
269, 272
Audit reports on, 214, 216, 219
Collections and other measurable savings, 237, 240, 241,
242, 244 '
Decisions involving, 20
Foreign Service, 139
GAO work in the Department, 137
International activities, 137, 140, 146, 150, 151, 214, 216
Legislation, recommendations for, 267, 268, 269, 272
Records, denial of access to, 10, 151
State Governments, Council of, 39
Student Loan Insurance Fund, 161, 163, 187
Superintendent of Documents, 48

T

Teacher Corps, 93, 187
Technology Assessment, Office of, 235
Telecommunications Policy, Office of, 40, 51, 180, 218
Tennessee Valley Authority, 103, 122, 161, 212
Territories, Office of, 194
Tradc programs, international, 137
Transportation activities, 7, 52, 152

Audits and claims, 8, 152, 154, 237

Collections, 237, 241

Decisions involving, 21, 24

Justice, Department of, GAO assistance to, 8, 152, 158
Transportation, Department of:

Accounting systems, 31

Audit reports on, 197, 218

Coast Guard, U.S,, 20, 53, 118, 198, 238, 239, 246

Collections and other measurable savings, 237, 238, 239,

246

Decisions involving, 17

Federal Aviation Administration, 58, 117, 118, 198, 238

Federal Highway Administration, 106, 118, 198



J

Joint Agency Transportation Study, 21, 156, 159, 218
Joint Financial Management Improvement Program, 8, 25,
29, 222
Joint Study Committee on Budget Control, 5, 29
Justice, Department of:
Accounting systems, 30, 31, 195
Assistance to, 8, 21, 158
Audit reports on, 195
Claims reported to for collection, 8, 155, 246
Collections and other measurable savings, 237, 240, 241
Decisions involving, 17
Drug Enforcement Administration, 130
Federal Bureau of Investigation, 195
Federal Prison Industries, Inc., 161, 195
GAO work in the Department, 124, 127
Immigration and Naturalization Service, 128, 195, 241
Law Enforcement Assistance Administration, 127, 130, 195,
240
Narcotics and Dangerous Drugs, Bureau of, 129, 195
National Intelligence Office, 130
Prisons, Bureau of, 195
Violations referred to by GAO, 6, 13

Labor, Department of:
Accounting systems, 30, 31
Audit reports on, 196
Civilian pay and allowances, 79
Collections and other measurable savings, 237, 241
Decisions involving, 17
Employment Standards Administration, 196 ’
Federal programs for migrant and other seasonal farm-
workers, 100, 180
GAO work in the Department, 86, 97
Legislation enacted during F.Y. 1973 affecting, 236
Legislation, recommendations for, 264, 273
Manpower Administration, 97, 196, 234
Manpower training programs, 97, 99
Neighborhood Youth Corps, 99, 196, 197
Occupational Safety and Health Administration, 97, 197,
264
Transportation assistance, 158
Unemployment Insurance Service, 197
Land Management, Bureau of, 105, 107, 115, 193, 275
Law Enforcement Assistance Administration, 127, 130, 195,
240
Legal services, 1, 15
Assistance to the Congress, 3, 5, 18
Decisions and other legal matters handled during F.Y.
1973, 17, 24
Reference assistance, 23
Legislation enacted during F.Y. 1973 affecting GAO, 233
Legislation, pending reports on, 4, 5
Legislation, recommendations for, 9, 261
Legislative branch audits, 5, 136, 179
Library of Congress, 17

INDEX

Management and Budget, Office of:
Accrual accounting instructions,
Audit reports on, 181, 218, 222
Automatic data processing, 27, 37, 52
Computer-output-microfilm systems, 37
Federal productivity, 36, 222
Federal programs for migrant and other seasonal farm-
workers, 100
Homeownership assistance programs, 111
Joint Agency Transportation Study, 156
JFMIP, participation in, 8, 29, 222
Manpower management, 79
Port-of-entry inspections, 128
Procurement, 71, 73
Recommendations to, 126
Relocation assistance, 105
Rental assistance housing program, 111
Reports to, 24
Research and development, 68
Retirement, 83
Standardized budgetary and fiscal data system, 6, 25, 28
Manpower Administration, 97, 196, 234
Marine Corps, 17, 30, 65, 76, 83, 245, 239
Maritime Administration, 184
Medicaid, 5, 93, 94, 186, 188, 237, 240, 250, 271
Medicare, 5, 94, 188, 237, 271
Military Airlift Command, 22, 27, 53, 231, 241
Military pay and allowances, 74, 163
Military personnel, decisions involving, 20, 24
Military Sealift Command, 152
Military Traffic Management and Terminal Service, 158
Mines, Bureau of, 115, 193
Model Cities Program, 112, 190
Municipal Finance Officers Association, 38

N

Narcotics and Dangerous Drugs, Bureau of, 129, 195

National Aeronautics and Space Administration, 18, 25, 27,
58, 211, 237, 239

National Association of State Governments,

National Bureau of Standards, 184

National Credit Union Administration, 161, 211

National Flood Insurance Program, 189

National Foundation on the Arts and the Humanities, 30

National Guard, Army, 74, 77, 79, 84, 155, 204, 235

National Guard Bureau, 80

National Guard, Pennsylvania, 20

National Highway Traffic Safety Administration, 117, 198

National Industrial Equipment Reserve, 47, 219, 220

National Institutes of Health, 91, 186, 249

National Intelligence Office, 130

National Labor Relations Board, 86, 211

National Marine Fisheries Service, 126, 127

National Oceanic and Atmospheric Administration, 20, 126,
127, 184, 185

National Park Service, 105, 194, 275, 276
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INDEX

General Accounting Office—Continued
Transportation and Claims Division, 152, 168, 172, 176,
253
Upward mobility, 9, 172
General government matters, decisions involving, 24
General Services Administration:
Accounting system, 30
Audit reports on, 210, 217, 218, 220
Automatic data processing equipment, acquisition of, 52
Cataloging, 46, 218
Collections and other measurable savings, 237, 239, 241
Computer-output-microfilm systems, 37
Communications, 51
Decisions involving, 17, 23
Federal Supply Service, 160, 211
GAO work in the agency, 40
JFMIP, participation in, 29 )
Legislation enacted during F.Y. 1973 affecting, 234
Materiel management, 43
Procurement, 73, 210
Solid waste management, 105
Transportation activities, 159
Geological Survey, 30, 116, 194
Gorgas Memorial Institute, 161
Government National Mortgage Association, 161, 190
Government Printing Office, 17, 48, 86, 161, 177, 220
Government Procurement, Commission on, 9, 68, 73, 219,
231
Government Services, Inc., 161, 163, 222

H

Health, Education, and Welfare, Department of—Continued

Accounting systems, 30, 31, 35

Anti-Deficiency Act violations, 35

Audit reports on, 180, 181, 185, 195, 220

Child Development, Office of, 187

Collections and other measurable savings, 237, 240, 241,
242, 249, 250

Decisions involving, 17

Education, Office of, 93, 157, 163, 187, 263

Federal programs for migrant and other seasonal farm-
workers, 100, 180

Food and Drug Administration, 23, 89, 107, 181, 185, 186,
249, 265, 266, 274

GAO testimony on, 231

GAO work in the Department, 86, 88

Health Services and Mental Health Administration, 88, 186,
231

Legislation, recommendations for, 250, 263, 264, 265, 266,
271, 274

Medicaid, 5, 93, 94, 186, 188, 237, 240, 250, 271

Medicare, 5, 94, 188, 237, 271

National Institutes of Health, 91, 186, 249

Port-of-entry inspections, 195

Public Health Service, 20, 128

Rehabilitation Services Administration, 95

Secretary, Office of the, 30, 185

Social and Rehabilitation Service, 188

Social Security Administration, 83, 95, 188

Teacher Corps, 93, 187

Welfare programs, 95
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. Health facility construction and modernization, 4, 88, 89, 186

Health Services and Mental Health Administration, 88, 186,
231
House of Representatives, U.S., 5, 124, 136, 220
Housing and Urban Development, Department of:
Accounting systems, 30, 31
Audit reports on, 189, 220
Automatic data processing activities, 189
Collections and other measurable savings, 237, 240, 246,
247
Decisions involving, 17
Federal Housing Administration, 189, 232, 247
GAO testimony on, 230, 232
GAO work in the Department, 103, 110
Government National Mortgage Association, 161, 190
Homeownership assistance programs, 110, 189, 190
Housing subsidy programs, 113, 230
Interstate Land Sales Registration, Office of, 111
Legislation, recommendations for, 262, 263, 273
Model Cities Program, 112, 190
National Flood Insurance Program, 189
Recreation grants, 116
Relocation assistance, 105
Rental assistance housing program, 111

Immigration and Naturalization Service, 128, 195, 241
Indian Affairs, Bureau of, 30, 115, 117, 156, 191, 193, 274
Inspector General, Department of Agriculture, 183
Inter-American Development Bank, 137, 143, 144, 217, 231
Interior, Department of the:
Accounting systems, 30, 31, 193
Audit reports on, 191, 218
Bonneville Power Administration, 191
Collections and other measurable savings, 237, 240, 241
Decisions involving, 17
Federal Columbia River Power System, 114, 183, 191, 194,
241
GAOQ testimony on, 230
GAO work in the Department, 103, 114
Geological Survey, 30, 116, 194
Indian Affairs, Bureau of, 30, 115, 117, 156, 191, 193, 274
Land Management, Bureau of, 105, 107, 115, 193, 275
Legislation enacted during F.Y. 1973 affecting, 262
Legislation, recommendations for, 270, 274, 275, 276
Mines, Bureau of, 115, 193
National Park Service, 105, 194, 275, 276
QOutdoor Recreation, Breau of, 116, 193, 262
Reclamation, Bureau of, 114, 270, 191, 194
Secretary, Office of the, 194
Southwestern Federal Power System, 114, 184, 194, 241
Southwestern Power Administration, 194
Territories, Office of the, 194
Trust Territory of the Pacific Islands, 233
Internal Auditors, Institute of, 38
Internal Revenue Service, 30, 70, 83, 131, 199, 200
International activities, 137, 179, 214
International Development Association, 144, 217
Interstate Commerce Commission, 21, 123, 158
Interstate Land Sales Registration, Office of, 111



Defense, Department of —Continued
Procurement, 54, 68, 69, 70, 71, 72, 203
Readiness, 44
Records, denial of access to, 10, 151
Research and development, 64, 66, 67, 68
Reserve Officers Training Corps, 82, 203
Retirement, 82
Supply management, 238
Support services, 47, 48
Training and education, 80, 81
Transportation assistance, 158
Transportation management reviews, 52, 53, 203, 241
Transportation suits involving, 158, 159
Weapon systems, 58, 60, 61, 62, 200, 201, 231

Defense Intelligence Agency, 64

Defense Nuclear Agency, 17

Defense Supply Agency, 17, 46, 203

Department. (See other part of name.)

Directory of the Field Operations Division, 258

Disabled American Veterans, 161, 222

District of Columbia Government, 17, 23, 33, 124, 132, 135,

179, 221, 287, 239, 241, 242, 247, 249

Drug Enforcement Administration, 130

E

Economic Development Administration, 184

Economic Opportunity, Office of, 86, 97, 100, 180, 237

Education, Office of, 93, 157, 163, 187, 263

Emergency Loan Guarantee Board, 69, 209

Emergency Planning, Office of, 180

Emergency Preparedness, Office of, 23, 239

Employees. (See General Accounting Office, staff.)

Employment Standards Administration, 196

Engraving and Printing, Bureau of, 48, 161

Environmental Financing Authority, 161, 235

Environmental Protection Agency, 17, 19, 103, 120, 209, 230,
276

Environmental Quality, Council on, 109, 115

Equal Employment Opportunity Commission, 30

Exchange Stabilization Fund, 141

Executive Office of the President, 30, 40, 124, 126, 179, 180

Export-Import Bank of the United States, 137, 140, 145, 150,
216

Extension Service, 182

F

Farmers Home Administration, 108, 182, 232, 273

Federal Aviation Administration, 58, 117, 118, 198, 238

Federal Bureau of Investigation, 195

Federal Columbia River Power System, 114, 183, 191, 194,
241

Federal Communications Commission, 17, 124, 133, 209, 261 ‘

Federal Crop Insurance Corporation, 161, 182

Federal Deposit Insurance Corporation, 10, 161, 209, 264
Federal election responsibility, 1, 6, 11, 223, 230, 231
Federal Government Accountants Association, 38

Federal Highway Administration, 106, 118, 198

Federal Home Loan Bank Board, 161, 210

Federal Home Loan Mortgage Corporation, 161

Federal Housing Administration, 189, 232, 247

INDEX

Federal Power Commission, 210
Federal Prison Industries, Inc., 161, 195
Federal productivity, 36, 222
Federal Railroad Administration, 118, 198
Federal Savings and Loan Insurance Corporation, 161
Federal Supply Service, 160, 211
Financial management in the Federal Government:
GAO assistance to agencies for improvement in, 1, 8
Joint Financial Management Improvement Program, 8, 29,
222
Financial savings attributable to the work of GAO, 8, 237
Food and Drug Administration, 23, 89, 107, 181, 185, 186,
249, 265, 266, 274
Food and Nutrition Service, 30, 182
Foreign Service, 139
Foreign trade, 137
Forest Service, 105, 108, 182, 276

G

General Accounting Office:
Administrative Planning and Services, Office of, 168, 174
Comptroller General, Office of the, 168
Computer-output-microfilm systems, 37
Equal employment opportunity, 9, 171, 174
Federal Elections, Office of, 8, 6, 11, 13, 168, 179, 223
Federal Personnel and Compensation Division, 74, 168
Federal productivity, 36, 222
Field Operations Division, 161, 168
Directory of regional offices, 258
Financial and General Management Studies, Division of,
25, 38, 168
Financial savings attributable to the work of, 237
Financial statements of, 254, 255, 256, 257
General Counsel, Office of the, 15, 168, 169, 174
General Government Division, 124, 135, 168
Internal Review, Office of, 168, 178
International Division, 137, 168
JEMIP, participation in, 8, 25, 29, 222
Legislation enacted during F.Y. 1973 affecting, 233
Legislative Liaison, Office of, 5
Logistics and Communications Division, 40, 168
Manpower and Welfare Division, 86, 168
Operating expenses, 9
Organization, 3
Organization chart, xvi
Personnel Management, Office of, 166, 168
Policy, Office of, 168, 178
Procurement and Systems Acquisition Division, 54, 168
Program Planning, Office of, 168, 178
Regional offices, 258
Reorganization, 3
Resources and Economic Development Division, 103, 105,
168
Staff:
Assigned to congressional committees, 3, 4, 227
Composition, 9, 166
Development, 170
Professional recognition of, 170
Recruitment, 166
Standardized budgetary and fiscal data system, 6, 25, 28
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INDEX

Army Electronics Command, 205
Army Materiel Command, 43, 84, 203, 284
Army Missile Command, 205
Army National Guard, 74, 77, 79, 84, 155, 204, 235
Army Transportation School, U.S., 158
Asian Development Bank, 145, 217, 268
Atomic Energy Commission, 17, 58, 103, 118, 208, 237, 241
Aud{ting standards, statements of, 7, 38
Audit reports:
Monthly listings of, &
Number issued, 3, 179
To agency officials, 3, 179
To the Congress, committees, and individual Members, 3,
24, 179
Audit work, 1, 6
Legislation enacted during F.Y. 1973 affecting, 233
) Legislative branch, 5, 136, 179
Organizations outside the Federal Government, 28, 163,
179, 222
Automatic data processing, 13, 27, 36, 37, 52, 66, 217, 218,
219, 220, 239, 241

Bid protests, 17

Bonneville Power Administration, 191

Budget, Bureau of the. (See Management and Budget, Office
of.)

Budget Concepts, President’s Commission on, 29

Budget Control, Joint Study Committee on, 5, 29

Bureaus. (See other part of name.)

c

Canal Zone Government, 161
Capital Historical Society, 124, 136, 220
Child Development, Office of, 187
Civilian pay and allowances, 35, 74, 79
Civilian personnel, decisions involving, 19, 24
Civil Operations for Rural Development Support, 143
Civil Service Commission, U.S.:
Assistance to GAQ, 172, 174
Audit reports on, 208, 222
Civilian pay and allowances, 79
Collections and other measurable savings, 237, 240, 242,
250
Federal Employees Health Benefits Program, 96, 97
Federal productivity, 36, 222
JEMIP, participation in, 8, 29, 222
Legislation, recommendations for, 277
Retirement, 83
Claims:
Against the United States, 1, 8, 152, 154, 157
By the United States, 1, 8, 152, 155, 157,
Settlements:
General, 8, 152, 237
Transportation, 8, 152, 154, 237
Coast Guard, U.S,, 20, 53, 118, 198, 238, 239, 246
Commerce, Department of:
Accounting systems, 30, 31
Audit reports on, 184, 215, 219
Decisions involving, 17
Economic Development Administration, 184
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Commerce, Department of—Continued
GAO work in the Department, 124, 126, 137
International activites, 137, 139, 140, 215
Maritime Administration, 184
National Bureau of Standards, 184
National Marine Fisheries Serivce, 126, 127
National Oceanic and Atmospheric Administration, 20,
126, 127, 184, 185
Patent Office, 185
U.S. Metric Study, 127, 184
Commission. (See other part of name.)
Commodity Credit Corporation, 106, 181
Communications Satellite Corporation, 241
Comptroller of the Currency, 200
Congress, assistance to the, 1, 3
Assignment of staff to committees, 3, 4, 227
Audits of House and Senate activities, 3, 5
GAO liaison with the Congress, 3, 5
Hearings, testimony of GAO representatives, 3, 4, 113,
118, 122, 230
Legal and legislative matters, 3, 5, 18
Legislation, pending, reports on, 4
Legislation, recommendations for, 261
Reports to, 4, 24, 179
Consumer Product Safety Commission, 234
Contracts, decisions involving, 17
Corporation for Public Broadcasting, 86, 222, 262
Corps of Engineers, Army, 48, 103, 105, 106, 109, 114, 183,
191, 194, 198, 205, 270
Court of Claims, U.S., 21
Customs, Bureau of, 30, 128, 130, 131, 195, 199, 266, 269

D
Decisions, Comptroller General, 24
Defense Communications Agency, 51, 58, 240
Defense Contract Administration Services, 203
Defense Contract Audit Agency, 68, 73, 203, 233
Defense, Department of. (See also Air Force; Army, and
Navy.)
Accounting systems, 8, 31, 33
Accounting system in operation, review of, 35
Audit reports on, 86, 179, 200, 215, 217, 218, 219, 220
Cataloging, 46, 218
Collections and other measurable savings, 237, 238, 239,
240, 241, 242, 243, 244, 251
Communications, 50, 51, 239
Computer-output-microfilm systems, 37
Decisions involving, 17, 20, 21
Drug abuse control activities, 77, 200
Enlisted Aide Program, 84, 200
Equal opportunity, 84, 204
Facilities and construction, 48, 49, 50
GAO work in the Department, 40, 54, 96
International activities, 141, 215
Legislation, recommendations for, 267, 269, 272
Logistics, 200, 239
Maintenance, repair, and overhaul, 46, 204
Manpower management, 74
Materiel management, 42
Pay and allowances:
Civilian, 35, 74, 79
Military, 74, 163



INDEX

A

Access to records. (See Records.)
Accountable officers, audit and settlement of accounts of, 8,
35, 185, 212
Accounting systems:
Approval of, 8, 30, 31
Development of, 30
Defense, Department of, 33
Accounting systems in operation, review of, 33, 182, 183,
193, 195, 205, 220
ACTION, 145, 214
Advisory Commission on Intergovernmental Relations, 39
Agency for International Development, 131, 143, 145, 146,
147, 148, 149, 150, 157, 214, 237, 240, 241, 242, 244,
269, 272
Agency officials, reports to, 3, 179
Agricultural Credit Insurance Fund, 161, 236
Agricultural Marketing Service, 107, 181
Agriculural Stabilization and Conservation Service, 107, 181,
182
Agriculture, Department of:
Accounting systems, 30, 31, 33, 182, 183
Agricultural Marketing Service, 107, 181 )
Agricultural Stabilization and Conservation Service, 107,
181, 182
Audit reports on, 181, 185, 190, 195, 215
Automatic data processing activities,
Collections and other measurable savings, 237, 240
Commodity Credit Corporation, 106, 181
Decisions involving, 17
Extension Service, 182
Farmers Home Administration, 108, 182, 232, 273
Federal Crop Insurance Corporation, 161, 182
Federal programs for migrant and other seasonal farm-
workers, 100, 180
Food and Nutrition Service, 30, 182
Forest Service, 105, 108, 182, 276
GAO testimony on, 230, 232
GAQ work in the Department, 103, 106, 137
Homeownership assistance programs, 110
Housing subsidy programs, 113, 230
Inspector General, 183
International activities, 137, 138, 146, 215
Legislation, recommendations for, 261, 272, 273, 276
Management Services, Office of, 183
Port-of-entry inspections, 128, 195
Rural Electrification Administration, 183
Rural Telephone Bank, 161, 183
Soil Conservation Service, 108, 183, 272
Air Force, Department of the:
Accounting systems, 30, 33

Air Force, Department of the—Continued
Audit reports on, 179, 204, 207
Collections and other measurable savings, 237, 238, 239,

240, 241, 242, 244
Decisions involving, 17
Facilities and construction, 49
Gunship program, 203
Logistics, 239
Manpower management, 76, 239
Procurement, 70, 203
Readiness, 44
Requirements, 45
Retirement, 83
Supply management, 238
Tariff structure, 27
Training and education, 80
Transportation management reviews, 53
Weapon systems, 58, 59, 61

Air Force Logistics Command, 45
American Accounting Association, 38
American Institute of Certified Public Accountants, 38

American Revolution Bicentennial Commission, 103, 118,
208, 237 ]
AMTRAK, 103, 122, 222
Architect of the Capitol, 17, 124, 136, 220
Army Corps of Engineers. (See Army, Department of the.)
Army, Department of the:
Accounting systems, 30, 33, 205
Audit reports on, 179, 204
Civilian health care, 97
Collections and other measurable savings, 237, 238, 239,
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Logistics, 239
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Materiel management, 43
Project orders, 28
Readiness, 44
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Research and development, 64, 65,
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Supply management, 238
Training and education, 80, 81
Transportation
Weapon systems, 57, 59, 61
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Fund. Under current law, if the benefits are not
claimed, the Civil Service Commission must

maintain records on the contingent liability for -

claims in perpetuity.

Our tests indicated that current addresses
could be located for many of the people entitled
to these benefits. We recommended that the
Commissjon seek approval from the Congress to
finance, out-of interest income of the Retirement
Fund, a program to locate and settle the claims
of former employees with balances in the fund
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amounting to $100 or more. We also recom-
mended that the Commission propose legislation
providing for a statute of limitations permitting
the destruction of retirement records when it
would be statistically sound to conclude that no
claims would be made. We recommended to the
Congress that it consider favorably the requests
of the Commission for such spending authority
and enabling legislation. (Unclaimed benefits in
the Civil Service Retirement Fund, B-~130150,
Dec. 20, 1972.)

277



APPENDIX 10

the acquisition of high-cost properties on or
near the boundaries is involved.

We also recommended that the Congress re-
quire the Secretary to analyze the location and
estimated cost of high-cost properties bordering
those authorized recreation areas for which
additional funds are needed and to justify the
desirability of acquiring such properties. (Prob-
lems in Land Acquisitions for National Recrea-
tion Areas, B-164844, Apr. 29, 1970.)

Guidance on the Use of Motorized Equipment in
Wilderness and Similar Areas.—The Forest Service,
Department of Agriculture, has imposed severe
limitations on the use of motorized equipment
by its employees in managing about 14 million
acres of wilderness. These restrictions have
caused additional costs and have created prob-
lems in protecting and preserving the areas. For
example, the $100 million estimated cost of
planned construction and reconstruction of 18-
000 miles of trails in three Forest Service regions
could be reduced, possibly by half, if the Service
allowed the use of a small trail machine espe-
cially designed for such work. The National Park
Service, Department of the Interior, also could
realize significant savings by using the trail
machines in areas it manages under the wilder-
ness concept.

The Forest Service has also restricted the use
of (1) power saws for maintaining trails, (2)
helicopters for removing accumulated trash and
litter, transporting equipment and materials for
constructing trail bridges, and inspecting and
repairing reservoirs, and (3) compacting equip-
ment for repairing reservoirs.

The use of motorized equipment is not com-
patible with an ideal wilderness concept, but
neither is the construction of trails, bridges, and
other facilities and the presence of litter. Once
decisions have been made to construct such
facilities and dispose of accumulated litter, econ-
omy and convenience should be considered,
along with other factors, in deciding when to use
motorized equipment. Because the Forest Ser-
vice and the National Park Service believed that
their restrictions were consistent with the intent
of the Wilderness Act of 1964, we recommended
that the Congress consider providing further
legislative guidance on the use of motorized
equipment in these areas. (Problems Related to
Restricting the Use of Motorized Equipment in
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Wilderness and Similar Areas, B-125053, Oct.
29, 1970.)

Controlling Automobile Awr Pollution.—The larg-
est single air pollution problem in the United
States is the automobile, which emits about 33
percent of the total air pollutants. The Environ-
mental Protection Agency has made some prog-
ress in controlling auto-caused air pollution and
in developing new ways of reducing it, but much
remains to be done.

Perhaps the most important step in controlling
such pollution is the periodic inspection of a
car’s emissions throughout its useful life. Tests
of cars in use showed that their emissions often
exceeded the standards applicable to the certi-
fied prototypes. Manufacturers will be required
to recall nonconforming cars—beginning with
the 1972 models—if EPA finds a substantial
number of a particular model that do not
conform to standards, even if properly main-
tained and used.

The recall program has one inherent weak-
ness—the manufacturer is required to notify
owners of their cars’ nonconformity, but the
owners are not required to take their cars in for
necessary modifications. In other industry re-
calls, only 30 to 40 percent of the notified
owners returned their cars for safety modifica-
tion, and there is no reason to expect a greater
return for modification of pollution control.
Unless more cars are returned, the potential
effectiveness of the recall program will be lim-
ited.

We therefore suggested that the Congress con-
sider the need for additional legislation to require
notified car owners to return their cars for
pollution control modification. (Cleaner Engines
for Cleaner Air: Progress and Problems in
Reducing Air Pollution From Automobiles, B-
166506, May 15, 1972.)

Legislative Proposal to
Head of an Agency

Unclaimed Benefits in the Civil Service Retirement
Fund.—Over a quarter million former Federal
employees, most of whom are well beyond
retirement age, have not applied for annuities or
refunds of their contributions, totaling about
$26 million, to the Civil Service Retirement



Act to provide for civil penalties when sanitation
standards are violated. (Dimensions of Insanitary
Conditions in the Food Manufacturing Industry,
B-164031(2), Apr. 18, 1972.)

National Defense

Application of “Should Cost” Concepts in Reviews
of Contractors’ Operations.—The “should cost” ap-
proach to audits and reviews of Government
procurement is an attempt to determine the
amount that a weapon system or a product
should cost, given attainable efficiency and econ-
omy of operation. It uses industrial engineering
and financial management principles to identify
conditions which could unnecessarily increase
the cost of contract performance. Because
“should cost” reviews require examinations of
many facets of contractors’ operations and man-
agement not covered in our statutory authority
to examine contractors’ records, we suggested
that the Congress may wish to expand our
statutory authority to enable us to make effective
“should cost” reviews independently. (Applica-
tion of “Should Cost” Concepts in Reviews of
Contractors’ Operations, B-159896, Feb. 26,
1971.)

Natural Resources and Environment

Leasing of Federal Lands for Development of Oil
and Gas Resources.—The Bureau of Land Man-
agement, Department of the Interior, has
granted most of the leases for developing oil
and gas resources on Federal lands noncompeti-
tively and, in many cases, at prices less than
their indicated fair market value because the law
requires that lands outside the boundaries of a
known geologic structure of a producing oilfield
or gasfield be leased noncompetitively. Gener-
ally, the geological data needed to determine
whether lands are within such a structure is not
available to the Department before leasing and
drilling.

We believe the Government should and could
use more competitive bidding to obtain prices
more nearly approximating the lands’ fair mar-
ket values.

We found indications that the statutory right
of lessees to sublease in units as small as 40 acres
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impedes rather than induces the development of
oil and gas resources.

Interior stated that, of three alternatives it had
considered for extending competitive bidding, it
preferred the partially competitive systems.
However, we believe that disposal of oil and gas
rights on Federal lands should be based on the
principle of a fair market return to the Govern-
ment and that this objective can best be achieved
under a competitive bidding system.

Accordingly, we suggested to the Congress
that the Mineral Leasing Act be amended to (1)
require that oil and gas leases on all Federal
lands be awarded competitively unless otherwise
justified and (2) increase the minimum acreage
limitation applicable to the assignment of the
leases. (Opportunity for Benefits Through In-
creased Use of Competitive Bidding to Award
Oil and Gas Leases on Federal Lands, B-118678,
Mar. 17, 1970.)

Acquisition of Land for National Recreation Areas
Containing Improved Properties.—The National
Park Service, Department of the Interior, had
acquired or planned to acquire high-cost im-
proved properties on or near the boundaries of
authorized national recreation areas although, in
our opinion, these properties could have been or
could be excluded from the areas without inter-
fering with the areas’ development. Changes in
boundaries to exclude such properties not yet
acquired would significantly benefit the Service,
especially when authorized funds have fallen far
short of the amount required to complete the
land acquisition and when considerable amounts
of unimproved land with lower estimated costs
remain to be acquired.

Interior rejected the suggestion that it con-
sider adjusting boundaries of certain recreation
areas to exclude high-cost improved properties
and stated that some acquisitions of expensive
properties were necessary to protect. scenic, his-
torical, and cultural values.

In enacting legislation authorizing the estab-
lishment of national recreation areas, the Con-
gress frequently has to define boundaries before
such important facts as the cost of various tracts
of land are known. We therefore recommended
that the Congress, in enacting such legislation,
provide the Secretary of the Interior with guide-
lines for changing established boundaries when
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prevailing wage rates and had substantially in-
creased the cost of construction borne by the
Federal Government.

For 29 selected construction projects reviewed
over the past decade, we estimated that con-
struction costs increased 5 to 15 percent,
amounting to about $9 million of the projects’
total $88 million construction costs. Higher wage
rates can have an inflationary impact on the
economic and labor conditions both in the
project area and in the country as a whole.

We suggested, in a report issued on July 14,
1971, that the Congress consider revising the
Davis-Bacon Act to increase the minimum con-
tract cost (presently $2,000) subject to wage
determination. An amount between $25,000 and
$100,000 would be more representative of pres-
ent-day construction costs. Such an increase
would substantially reduce the number of wage
determinations to be issued by the Department
and . thereby lessen its and contracting parties’
administrative burdens without appreciably af-
fecting the act’s wage stabilization objectives.
(Need for Improved Administration of the
Davis-Bacon Act Noted Over a Decade of Gen-
eral Accounting Office Reviews, B-146842, July
14, 1971.)

Congressional Need for Specific Information to
Evaluate Progress in Improving Indian Education.—
The major goal of the education program of the
Bureau of Indian® Affairs was to close the
education gap between Indians and other Amer-
icans by raising Indian students’ academic
achievement to the national average by 1976.
The Bureau had made relatively little progress
toward attaining this goal, had not adequately
communicated it to its area offices and schools,
and had not developed a specific plan of identi-
fying and overcoming obstacles to, or for meas-
uring progress toward, accomplishing this goal.

The Bureau did not have an effective manage-
ment information system which would provide
education program officials with data necessary
for identifying educational needs of Indian chil-
dren, designing programs and activities for ac-
complishing educational goals, allocating
resources to these programs, and evaluating the
costs and benefits in relation to the educational
goals.

By letter dated March 20, 1973, the Director
of Education Programs advised us that the
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Bureau had made some progress in developing a
management information system. He stated,
however, that the goal of raising Indian stu-
dents’ academic achievement to the national
average was no longer considered a desirable or
satisfactory goal and that the Bureau recognized
that the primary responsibility for the education
of children rested with their parents and com-
munities. He said that the Bureau planned to
offer assistance to the Indian community in all
phases of the development and implementation
of education programs, including assistance in
assessing needs; establishing goals, objectives,
and priorities; and evaluating progress.

Because of the concern of the President and
Members of Congress regarding the quality of
Indian education, we recommended, and we
continue to believe, that the Congress should
consider enacting legislation requiring the Bu-
reau to furnish specific information which the
Congress could use to evaluate the progress
being made in improving Indian education.
(Opportunity to Improve Indian Education in
Schools Operated by the Bureau of Indian
Affairs, B-161468, Apr. 27, 1972.)

Health

Insanitary Conditions in the Food Manufacturing
Industry.—To assess sanitary conditions in the
food manufacturing industry, we requested the
Food and Drug Administration, Department of
Health, Education, and Welfare, to inspect 97
food manufacturing and processing plants se-
lected at random from about 4,550 such plants
in 6 FDA districts that included 21 States.

Of the 97 plants included in the sample, 39—
or about 40 percent—were operating under
insanitary conditions. Of these, 23—or about 24
percent—were operating under serious insani-
tary conditions having potential for causing, or
having already caused, product contamination.
On the basis of the sample, we estimated that
1,800 of the 4,550 plants were operating under
insanitary conditions, including 1,000 operating
under serious insanitary conditions. FDA offi-
cials stated that conditions at plants located in
the 21 States would, in their opinion, be repre-
sentative of conditions at plants nationwide.

We suggested that the Congress consider
amending the Federal Food, Drug, and Cosmetic



project costs, and long delays in realizing project
benefits.

We suggested alternative actions, including

possible legislation, for the Congress to consider
for the delayed projects. (Construction of Wa-
tershed Projects Terminated or Delayed Because
of Land Rights Problems, B-144269, July 13,
1971.)

Community Development and Housing

Establishment of an Appropriate Minimum Rental
Rate for Occupancy of Federally Subsidized Hous-
ing.—The Department of Housing and Urban
Development had not established a minimum
rental rate for occupancy of the federally subsi-
dized housing projects provided under section
221 of the National Housing Act, although other
housing programs more recently enacted by the
Congress require a minimum contribution. Un-
der section 221, HUD finances multifamily hous-
ing for low- and moderate-income families at
low interest rates. The minimum contribution
required under the rental housing assistance
program (authorized by section 236 of the
National Housing Act, as amended) and under
the rent supplement program (authorized by the
Housing and Urban Development Act of 1965),
both of which are generally directed toward
families of lower income than .those of the
section 221 program, is 25 percent of family
income.

We stated that it is inequitable for HUD to
provide section 221 housing assistance without
requiring a minimum percentage-of-income con-
tribution when the Congress has deemed a
minimum contribution appropriate for assistance
under programs for generally lower income
families.

The Secretary of HUD said that, although
there had been ample opportunities since the
enactment of the section 221 below-market-
interest-rate program in 1961, the Congress had
chosen not to amend the legislation to include
such a requirement. Because of the large per-
centage of families that were contributing less
than 25 percent of their income for section 221
housing, we suggested that the Congress con-
sider whether HUD should establish an appro-
priate percentage-of-income contribution as the
minimum rent to be required. (Tighter Control
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Needed on Occupancy of Federally Subsidized
Housing, B-114860, Jan. 20, 1971.)

Means to Reduce the Losses of Two Insured Loan
Funds.—The Farmers Home Administration, De-
partment of Agriculture, has incurred losses of
$104 million in recent years in operating the
Agricultural Credit Insurance Fund and the
Rural Housing Insurance Fund primarily be-
cause, under money-market conditions, FHA’s
interest rates on loans to borrowers have been
substantially less than its rates for selling the
borrowers’ loan notes to investors, an action
required by the legislation establishing the
funds.

The 1961 act authorizing ACIF established a
5-percent interest ceiling, but the legislative
history of the act did not indicate the Congress’
intent in doing so. FHA paid less than 5-percent
interest to investors who purchased its loan
notes from 1961 to 1965, but since 1965 FHA
has paid significantly more than 5 percent. Also,
FHA officials told us, and FHA statistics showed,
that many FHA borrowers could pay interest at
rates exceeding the statutory ceiling of 5 per-
cent.

In the interest of reducing losses of the two
funds, we suggested that the Congress consider
amending legislation to require that the loans be
financed through borrowings from the Treasury
within such amounts as may be specified an-
nually in appropriation acts and that the interest
rates on loans made from ACIF be (1) based on
the market yields on outstanding Government
obligations of comparable maturities and (2)
adjusted according to the borrowers’ abilities to
pay. (Legislation Recommended to Reduce
Losses of Two Insured Loan Funds of the
Farmers Home Administration, B-114873, July
20, 1971.)

Education and Manpower

Minimum Wage Determinations Under the Davis-
Bacon Act.—In a series of reports issued between
1962 and 1970, we informed the Congress of
how the Department of Labor—under the Davis-
Bacon Act and related legislation—had made
minimum wage rate determinations for selected
major federally financed construction projects.
The reports stated that the rates prescribed by
the Department were significantly higher than
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