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SECTION |

COMPILATION OF FINDINGS AND RECOMMENDATIONS
FOR IMPROVING GOVERNMENT OPERATIONS

This section of the Appendix contains a compila-
tion of General Accounting Office findings and recom-
mendations for improving Government operations re-
lyear 1971.

The compilation is organized so that the ‘indings

lating for the most pait to i

and recommendations are identified with and grouped
generally on the basis of functional areas ol the Gov-
crnment’s operations, regavdless of the agencies in-
volved. Because findings developed in one agency [re-
quently have application 1 others, this arrangernent
facilitates consideration ol all findings in cach func-
tional area in all agencices.

The purpose of the compilation is to provide a con-
venient summary showing, by functional = the
hich have

opportunities for improved operations w
been identified by the General Accounting Office in
carrying out its audit responsibilities. These responsi-
bilities are derived from the Budget and Accounting
Act, 1921, and other laws which require independent

examinations of the manner in which the Government
agencies are discharging their financial responsibilities.

The compilation summarizes the corrective actions
taken by the agencies on the recommendations. Cer-
tain of these actons involve changes made in policies
and procedures throush the issuance of revised divec-
tves and instructions. The effectiveness of these ac-
tions s dependent on the manner in which the di-
rectives and instructions ave implemented and en the
adequacy of the supervision and internal rveviews of
the operations. For this reason, to the extent deemed
appropriate, it is the policy of the General Accounting
Office to review and evaluate the eflectiveness of cor-
rective actions taken by the agencies.

The back of Section 1, beginning on page 140, con-
tains indexes of 1) agencies to which the findings and
recommendations relate and (2} the applicable Ted-
cral budget funcrional classifications.
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CIVILIAN DOMESTIC

Agricultural Commodity Programs

1. Feed Grain Program Payments Not Contribut-
ing to Control of Production..—In 14 counties in six
States, substantial pavments had been made under the
feed grain program administered by the
Stabilization and Conservation Service

Agricultural
ASCS), De-
partiment of Agriculture, for diverting from produc-
tion land being used for other than agricultural
purposes. Most of the 14 counties were undergoing ur-
banization, a change which could likely result in pro-
gram cnrollment of noragriculiural land.

Questionable diversion payments totaling about
$618,000 were made for the 1969 crop yvear to 938
farmowners or operators in the 14 counties. GAO re-
viewed in detail payments of about $189,000 made 1o
215 individuals or organizations from that group. Of
the 215 payments, 136 totaling about $116.000 were
made for land used or designated for use for such
purposes as housing and commercial development,
sod nurseries, garbage dumps, and gravel pits.

Since the use or intended use of the land ruled out
the growing of feed grain or was inconsistent with
crop production, the diversion payments did not con-
tribute to the control of production—the principal ob-
jective of the diversion portion of the feed grain pro-
gram. Most of the payments were made to persons en-
gaged principally in businesses or occupations other
than agriculture and thus were inconsistent with the
program objective of maintaining farm income. Fur-
ther, the making of diversion payments for land being
used or intended to be used for nonagricultural pur-
poses did not aid in ataining the secondary program
objective ol conserving land for future agricultural
or related uses.

ASCS regulations eoverning the eligibility of land
for diversion payments were subjected o various in-
terpretations by connty offices and comunitiees, both
of which have responsibilities for local administration
of the program. Also, State and national oifices were
not providing the suidance to the county offices and
committees necessary to insure uniform interpretas
tion of the reculations.

SECTION |

PROGRAMS

In response 1o GAOs recommendations, ASCS offi-
cials ssued regulations to more clearly define farms
incligibie for the diversion programs and to strenathen
controls at the State and national
fevels. These vegulations should provide assurance that

administrative

nonaericultural land is excluded from the feed grain
program and that county committecs are maintaining
adequate surveillance of land to prompily identify
those wacts shifting from asricultural to nonagricul-
tural uses. Report to the Conaress. B-11482+4, Jan. 12,
1977 ¢

2. Rice Export Subsidy Rates.. - GAO proposed
that the Secretary of Agriculture ke appropriawe ac-
ton to obtain. from Federal sources, informartion on
domestic rice production, sales. and inventories, alony
with more precise world market price data, for use in
establishing weekly rice export subsidy rates. The De-
partment subsequenty advised GAO that certain cor-
vective steps had been initiated and that . new policy
and revised procedures had been adopted for estab-
lishing the rates.

The Department now considers several factors not
previously

considered. including (1 the availability,

by tvpes. of domestic rice for export, 2 the relation-
ship. by tpes, of export sales to export subsidy rates,
for use in determining whether domestic rice is sener-
ally competitive in world markete, and (31 the degree
rice has hecome established in

These

to which domestie
foreien markets. factors are consistent with
the information which GAQO proposed should be ob-
tained and used in establishing subsidy rates.

The Department estimated that, under the new
policy and revised procedures, subsidies for fiscal vear
1970 commercial rice exports would be about $12.5
million. This amount was $23 million less than the an-

nual averave of $35

O million i commercial export
subsidy payiments made duri g the 1964-67 period for
about the same quantities of rice.
aress, B LIEB2E Jan. 15, 1971

Report to the Con-

Wheat Price-Support Loan Rates.—-The price-
support rate for wheat at Gulf of Mexico ports was

9



SECTION |

vr|lu\;!.1[‘.;!t tor the Pricees apart rade At andenod DO s
plus the handhine charaes, ped trersiate freschit arees
of railrocds for vansporin the wheat tothe eudt The

avalability of substantal storay

L TRk the wulf.

e et

cembined with trnsuortation «arges tae

than the interstale rdl ratess cave weers an aud-

vantaee of 13w 200 cents o bushel it A phan e thei
wheat under priee stppert at l.!!il!. P is vatter than e
inland points.

To discourage this direct tow or v heat o the walf

the Departinent

o Awncaiture in June 1968 proposed
w rednee the loan rate at the golf o compensate fo
the ditferenve in freight vaes, The Department ve

seinded the proposed vhanee 2 davs aflter annonneing

it, howwever, on the basis of verbal mfornasion receivesd
Trom farm and wade eroups indicating thar the o
ment of abeut 2 or 3 million bushels of wheat had al-
ready been negotiated.

From September 30, 1969w December 31, 1067,
the quantity of 1969 crop wheat recorded by the Caome-
modity Credit Corporation CCC
oull locations mereased by 2.2 miallion bushels, inds-

as N storade o

cating that, if the Department had made a timely ve-
duction in the loan rate. as was originally contem-
plated, CCC could have avoided making w wreater in-
vestiment in wheat loans.

CGAQO reconmiended 1w Mareh 1970 thay COC

a policy 1o provide for the prompt ciimination of n-

(i

consistencies i price-support regulations that yesult
from diflerences 1n fretehr vates o other factors. with
due consideration fov conunitments already made

In response, CCC stated that o had adopred a diiler-
ent method of establishing and applving price-suppont
locational Jifferentals for 1970 crop wheat and cer-
ain ather commodides. Under the new method, loca-
tional differentials sencrally veflect no more than min-
immum wansportation ¢osts w0 recounized markets, and
no monetary inducement is provided that could en-
courage abnormal movements of wrain for plvement
under CCC loar. Report o the Congress, B 114824,
Jan. 15, 1971

Air Safety

4, Surveillance Over Production of Critical Parts
for Civil Aircraft.-—The Federal Aviation Adoinis-
tration (FAA L Department of Transportation, is re-

quired to preseribe minimum standards, rules. and

regulations o promote flicht safewy of civil wreraft
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With pespeect o the mrnortbaness of dinorelin FAA pro-
minhites staedands - overning aneradt desig, e
n:‘l\. \\"il’él]![‘\n:‘-}!lil_ (SR SRS S TR § LGN 'dn{l !_Jf‘]!-(‘!':]:d.’ii o, !l

alay prosades srveilianoe oves mamta v s which

et dtes o, o ilihllf-l#‘ 0l irrtl-hll e areralt, juirls,

aned eguipiient. T hess manubactgers are comonly

referred o as production contiboate hoders
AL repanrn o

satety ol civil aen raf

arts eritieal wr the fiiehi

SHurnishied by suppliers

to arrcralt man s furers, aidi nies, and other

gt el

R I|l"ll enwners, wenendv swere not bae nri]i-.‘rli'r_l ({5}
producuon surveitianoes by FAN or by Gie production

seitlae e are known as proprictany parts because

certthieate hniders.

}i.ll':\ not vrnder }]l'l"lilll'l".”'. sllg-

nerther AN new thie centifeane hobde s b desian
contrel over them, and nspection ordinarily 15 re-
stricred o fum tonal venieation at receiving points,
PAN offivials i Wasduncton bad bHeen aware of this
Wk o sanvesilance Bat bad not detennined the swope
ot mmenitade of the problem, Some evitival airoan
parts classified e progmietary paots had heen placed

under producton surveillanee subseguent to the oceur-

rence of an adrcradt wo sient or mcrdent thae had been

vawsed by the aaltueenon of the part,

Undder AN existine prowram oy produetion sur-
veianer, a0 nmnber of standard conflomine mspee-
Hons e made conerte suterons caulactut ing on-
trob areas such as beas teanment, laboratey esting.,
and anetal surface regunent. The FAN progrn pro-

vides comparabibe feoe

prethoe tion sarvetnee over

the mannfan ool both production ver-

tticate holders and ther <

ers, exeept o haanu-

et of proprctiny parts GAO eporead thae

aarveillanee coverase unde

n s imeed.

SO P TN RIS
Jres

however, by the ava il andd Jocaton of FAN in-

spection stdls and the continned fnerease i the nuni-

ber af manulacturne Saobines suhipect o susverl e

e of the FAN recwnal oflices had proposed that
thae ]:I'-)li!la'nu."; sittveibanee Be directed or limited on
the basis of atesaluatn of e ;ull‘lilhll v of manufac-

wrers quality contol svst over ertical aneraft

parts, GAO voncluded that the proposed svstem could
provide the expanded production supveillanee capa-
bility necessary toncover eritical airovaft parts, such as
nroprictary parts, that were not receiving such coverage
by Ak or by thie producton certiticae hinbders.
Offivials of the Departinent of T ransportition were
cenerath aware of the probilems which existed and ad-
vised GAO that, upon completion of an overall review



in July 1971, corrective action would be taken to
strengthen the adminiswation of the program.
GAO believed that more timely corrective me

res
were needed to assure that critical proprietary aireraft
parts were brought under production surveillance and
recominended that FAA take bnmediate action to
bring such parts under production surveillance by
cither FAA personnel or by prodaction certificate hold-
ers. (Report to the Congress, B-164497. 1, Febh. 25,
1971}

5. Airport Safety Inspection.——The Federal Avia-
tion Administration (FAA), Departnent of Trans-
portation, has had general auwrhority since 1958 10
prescribe reasonable rules and regulations or minimuin
safety standards regarding (1) air carrier airports that
serve commercial passenuer and cargo air carriers cer-
tificated by the Civil Aeronautics Board and (2} gen-
eral “aviation airports which ordinarily serve only
private and small commercial aireraft. GAO reported
that although conditions at airports may seriously in-

fluence flight safety. FAA did not have a program
specifically designed to evaluate the safety of public
airports. It relied on airport inspections under other
prbgl‘:uns which do not have safety as a primary objec-
Ative. GAO concluded that these programs neither
singly nor collectively provided the data required for
determining the safety of an airport.

GAO also concluded that an airport safety inspec-
tion program was needed so that FAA could better
{ulfill its responsibility of insuring the flisht safety of
aireraft at both air earrier and general aviation air-
ports and suggested that such a program  be
iniplemented.

In March 1970, GAO Turnished its findings to con-
gressional committees considering a bill requiring
FAA 1o develop and enforce minimum mandatory
safety standards for air carrier airports and to certificate
airports meeting such standards. In May 1970, the
Congress passed the Airport and Airway Develop-
ment Act whicl: contains those requirements.

The Department informed GAQ in June 1970 that
it intended 1o implement GAO's suggestions with re-
spect to air carvier :lirpol.‘ls as part of its.overall imple-
mentation of the Airport and Airway Developmnent
Act. I addition, the Department said that it plans
to survey general aviation airports and implement
safety standards as needed. (Report to the Congress,
B-164497 (1Y, Jan. 15, 1971)

SECTION |
Atomic Energy

6. Price Increase and Change in Criteria for
Uranium Enrichment Services. —At the request of
the Joint Committiee on Atomiic Energy, GAQO re-
viewed certain factors relating 1o the proposals made
by the Atomic Energy Gommission [AEC, in June
1970 1w amend its Uranium Envichment Services Cri-
terie and to iner

ase 1ts price for such services.

GAO reported in July 1970 that the proposed chanpe
in the existing cnrvichment eriteria, which would re-
quire that enriching charges be based on commercial
criteria. raised the question of the need for and appli-
cahility of the new basis. The type of data which would
Le generated under this commercial criteria could
be accumulated with equal faciluy urder the exist-
ing criteria.

Based on GAO's imerpretation of the legislative
history and statements from hearings on Uranium En-
richment Services Criteria, it did not appear to be
consistent with the intent of Congress to conclude that
the term “‘reasonable compensation,” as used in the
legislation, permitied including a profit over a period
of time. Since the commercial eriteria which AEC pro-
posed contemplated more than recovery of full costs,
GAO questioned the authonzation of this revised cri-
teria and expressed the belief that the new criteria
should not be adopted without furiher action by the
Congress.

Regarding AEC's proposal to increase the price for
such services, GAO concluded that, as a result of cost
escalation and operating levels lower than anticipated,
it did not appear that AEC's price of $26 a unit of
separative work was adequate (o insure recovery of
appropriate Government costs; thevefore, it appeared
that AEC’s proposed price increase to $28.70 a unit
of separative work might be warranted.

GAO suggested that the Joint Connmittee might wish
o consider whether the proposed amendments to the
criteria were needed 1o accomplish the abjectives of
abtaining commercial operating experience, If in the
Judgment of the Joint Committee it was deemed ad-
visable to adopt the proposed criteria, GAO sug-
gested that the eriteria should require a consistent and
uniform method of selecting variables and assump-
tions to provide the degree of stability required for
future long-term commitments. {Report to the chair-
man, Joint Committee on Atomic Energy, B-159687,
July 17, 1970)
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Aler issuance of GAO's July 1970 report. the Con-

criteria for establishing charges Tor vranivm envich-

ment services e based on recovery of Govermiment
[RILE

In December 1970, ARC proposed another revision
to the Uranivim Emichment Serv
result of this fegislation. ARC
the pr

s Criteria as a
Iso proposed to inciease
e for envichiment services from $28.70 w §32
a unit of separative work. At the request of the foint
Committee on Atomic Enevev, GAO reviewed ARC's
praposals.

GAO reported that the provisions of the revised
criteria having an effect on pr

quate basis for recove

g alforded an ade-
1g, over o reasonable pedad of
time, appropriate Government costs of furnishing en-
richiment services,

GAQ reported also that AEC's estimated costs for
separative work had increased substantially sinee the
%26 price was established. -2 major part of which had
occuried since the developuient of the §28.70 price.
Thercfore. GAO believed that AEC's proposal to in-
crease the price of a unit of separative work—-which
included & vontingeney factor- was consistent with

the pricing provisions of the revised criteria and the
provisions of the legislation.

ALEC agreed with GAO's suggestion that linaneial
statements. which AEC intended to prepare, he pub-
lished annually and that AEC periadically prepare in-
formation showing current projections of costs and
revenues to provide AREC and the Joint Committer
with an indication of the extent to which the estab-
lished price was meeting the objective of recovering
the Governmient's costs over a reasonable period of
time. (Report to the chairman, Joint Commitiee on
Atomic Encrgy, B-159687, Feb, 9 1971}

7. Managing High-Level Radioactive Wastes.—
At the request of the Joint Committee on Atomic
Energy. GAO reviewed the policies and procedures
of the Atomic Energy Commission (AEC) for the
managenient of radioactive wastes o determine what
actions had been taken on matters discussed in a previ-
ous report issued by GAQ on this same topic,

GAQO reported that AEC had made progress in
carrving out its programs for the effective management
of radioactive waste materia's: however, problems still
remained to be resolved and delays were being experi-
enced in implementing certain policies and practices.

Operational and technical difficulties had caused

12

ss enactid legislation clarifving s inent that the

delavs in umplense

tng certain prograns to provide
for lone-term storage of adioactive wastes aned thei

interim storsge m underground tanks. As these tanks

increased inave and were utilizcd more because of the

accumulation of new wastes, there was an nereased
possibility of tank leakages or fahires ocourrineg, The
AEC proposals lor long-term storage of wastes in
underground tanks required Turther evaluaton before
long-term storage methods could he approved.

GAO proposed that ARC develop and eonsolidate
its plans for resolving waste management problems
in an overall coordinated plan which would provide
i1} the current status of the waste management pro-
gran, (27 the specilic actions necessary to resolve
etasting problems, <37 the time [rames aver which
these actions could be carrned out, and (4 the est-
mated fiscal vear costs involved, In addition GAO rec-
ommended that AEC's Div
Management give its nnmediate attention to the plan
and that the 1)

noof Waste and Serap

on be given certain specifie respon-
sihilities: necessary to provide for its implementation.
AEC agreed with these proposals and advised that

various budeet and organizational alternatives within
AEC were also being considered with the objective of
insuring that the approved overall waste management
plan waould be effectively hmplemented.

On June 29, 1971, AEC announced an organiza-
tional change which established a new Division of
Waste Management and Transportation and abolished
the Division of Waste and Serap Management. {Re-
port o the chairman, Joint Commitiee on Atomic
Fnergy, B-161052. Jan, 29, 1971

Coal Mine Health and Safety

8. Implementation of the Federal Coal Mine
Health and Safety Act of 1969.-—The Bureau of
Mines, Department of the Interior, has had signifi-
cant problems in carrving out its responsibilities for
inspection of coal inines and enforcing the correction
of unsale and unhealthy conditions as required by the
wt. GAO reported that progress in complying with
the requirements of the act has not been in accord-
ance with the target dates set forth in the act, and it
didd not appear that full compliance would be achieved
in the near future.

GAO' review at two distriets disclosed that:

The Bureau had made only about 31 percent of
the required safety inspections and about 1 percent



ol the required health inspeetions [rom the elfective
date of the act through December 31, 1970,

Mine operators had not made various required
samplings and inspectons, and some that were made
WOere not adcqu.m.‘.

In many cases. mine operators had not subinited
required plans for roof safety and mine ventilation
and for emergency action in case of fan stoppage
nor had they submitted listings ol clectrical equip-
ment used in mining arees

Bureaun inspectors found numerous safety viola-
tions, many of which were the same type that had
been cited during previous inspections, This situ-
ation was attributable, at leasc in pant, to the De-
pavtment’s policies for enforcing health and safety
standards, which at times had been exiremely le-
nient, confusing, uncertain, and inequiiable.
Bureau representatives stated that shortages of quali-

ficd manpower and certain equipment and insuffi-
clent time we

e the principal reasons for noncomph-
anee with the requirements of the act. As to shortages
of equipment, GAO reported that the Bureau {1)
had not made overall studies of the availability of
equipment and the normal time required to obtain
equipment in short supply, (2) may have permitted
unnecessarily prolonged noncompliance with certain
cquipment requirements when comparable substitutes
were readily available, and (3% had purchased more
dust-sampling equipment than it needed. thus contrib-
uting to the shortages of such equipment available
to mine operators.

GAO recognized that the passage of the act greatly
expanded the responsibilities of the Bureau but be-
lieved that more could have been done to achieve
greater complianee with its requirements.

The Department stated that with one exception
actions responsive to GAO's proposals had been ini-
tiated or planned. The Department disagreed with
GAO's propoesal concerning the use of people less
highly qualified than regular coal me inspectors to
performe health inspections. GAO believes, however,
that the Department should give further consideration
to the possibility of using such persons if the Depart-
ment experiences difficulty in recruiting the required
number of regular coal mine inspectors. (Report to
the chairman, Subcommittee on Labor, Senate Com-
mittee. on Labor and Public Welfare, B-170686,
May 13, 1971}

AE-608 O-~F1——-2
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Economic Development Assistance

9. Basis for Providing Federal Assistance to
Economically Distressed Areas.-—The Economic De-
velopment Administaton  EDA;, Department of
Commerce, was determining cligibiliny: for Federal
assistance in the long-range development of cconomi-
cally distressed arcas from data that was not current
and was of guestionable acewracy, The questionable
reliability: of unemplovinent data was aunbutable 1o
conceptual weaknesses in the methodology for esti-
wating unemplovinent as well as 1o problems in de-
veloping unemplovinent rawes for small areas, Also,
median famity income data for States and local areas

another factor used in determining elig
available only from ihe decensial population census,
EDAS ability o properly identify areas eligible for

assistance hinges on the sonndness of unemployment
and income data, and the designations of cconomic
distress may influence the distribution of moneys and
benelits Trom other Pederal agencies. Because curvent
faumily income data are not available, EDA is not able
to make the annual review of arca eligibility based
o income that is required by the Public Works and
Economic Development At of 1965, as amended 42
U.5.C0 31215, or 10 base its determinations of maxi-
i grant rates on recent data,

To improve the acenraey and comparability of un-
cmplovment dat, the Department of Labor, which
is responsible for collecting such daa, saud thar it
would take steps o fnsure uniform application of its
preseribed estimating  techniques and that the im-
provements necessy in the methodology would be
made by the end of fiscal vear 1971,

The Department of Conmmerce agreed, in principle,
that it would be desirable to have more recent income
information resularly. By using other data sources,
such as the Office of Business Economies’ data on per
capita income, EDA hopes to develop reasonably ac-
curate incomu statis

cs. The Department stated that
a work group was studving per capita income data—
a recently developed data source suggested by GAO
as an alternative to median family income data—Dbut
that much remained to be done before it could be used
to measure area cconomic distress. (Report to the
Congress, B-133182, May 10, 1971

Economic Opportunity Programs

10. Progress Being Made and Difficulties Being
Encountered by Credit Unions Serving Low-Income

13
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Persons. -In January 1963, as part of the Com-
munity Action Progran, the Office of Economic Op-
portunity - QRO began providing financial assistance

‘1o credit unions sponsored by Community Action
Agencivs 1o serve low-imcome residents living in desie-
nated nt'.ighhm‘hﬁuds. At December 31, 1964, there
were 106 federally ehartered, OEO-financed credic
unions having 63,900 members, $42 million in mem-
hers' daposits, and 18,200 loans outstanding totaling
$42 million. From inception, the credit unions had
made loans totaling $1:1.2 million.

GAO reviewed eight of these eredit unions, all of
which had encountered a nunber of problems in their
operations. These problems had resulted in relatively
high operating deficits and in little success in attain-
ing QOEO's woal of hecoming seli-supporting,

The vesults of financial operations of the «

dit
unions reviewed showed that. from the beginning of
OEQ financing to December 1969, they had incurred
expenses which exceeded operating  revenues by
$3500.000 and thau the deficits had been offset by grants
from OEO amounting to $363,000. The credit unions
would have diflical ing a break-cven posi-
tion, even with a substantial increase in loans, unless
their operating expenses were reduced.

The eight eredit unions did not have sufficient share-

s inac

holder deposits. the primary source of funds. for mak-
-i:lg _ioans to generate interest income mluquaw to cover
operating expenses, The insuflicieney in sharcholders’
deposits was atuibutable primarily to the very linited
savings that low-income families have available for
deposit in the credit-unions. OEO provided grants to
credit unions which offset their operating deficits for
periods longer than the 1 or 2 years anticipated! by
OEO cuidelines.

Seven of the eight credit unions experienced higher
costs for §pace occupied-—rent. utilities, and mainte-
nance=-than other Federal credit unions of simila
size, primarily because most of them paid rent for space
whereas many other credit unions which were not OREO
financed were provided with space free of charee or

at relatively low rentals.

GAO reported also that neither OEO nor CUNA
International, Inc.. an OEO contractor responsible
for certain administrative functions of the credit union
prograny, had required the OEO-financed cvedit
unions-to_develop plans showing projections of their
financial aperations or tavget dates for achic

Ang the
woal of becoming s('.'ll'-mpi'mrii|1g. The establishiment
of-such a target date and its comparison with a eyedit

14

union’s progress toward meeting that woal would enable
OEQ and the credit union o determine whether the
credit union's progress was adequate,

OBEO and the National Credit Union Administra-
tion asreed with GAO's conelusions and recommenda-
tions. In response to these recommendations, OEO
stater] that it intended to obtain status reports, plans,
and projections bearing on the goal of self-support of
credit unions: to review the operations of the eredit
unions and o provide necessary guidance and assist-
ance; and to require them o concentrate their efforts
on cost reductions.  {Report to  the Congress,
B-164031 4y, June 17, 1971)

11. Administration of a Neighborhood Health
Services Program (New York City).--- GAO reported
to the Congress that improvements were needed in the
operating efficiency and effectiveness of the Neighbor-
hood Health Services Program administered by St
Luke's Hospital Center. New York City, The program
is financed with vrants from the Office of Economic
Opportunity { OLO . Because of a number of prob-
lews identified below. the project had not provided
asignificantly beter health care

delivery system than
that which previously existed.

The amount of space available to the project
limited the ranee of services which could be ofTered
at the project site. A formal agrecment for use of
the space had not been signed with the city,

The relatively low average number of patients
seen by project physicians and dentists indicated
that the project was not making maximum use of
avadlable professional stafl members. OEO guide-
lines suweest that with adequate space n physician
should wreat 28 patients. and a dentist 14 patients,
per dav: however, project physicians averaged only
WA patients, and project dentists only 5.7 patients,
per day, for the B-month period ended February 28,
1970,

Although patients were genevally treated by the
samie physicians when they visited the: project site
for wedical cave, such continuity was ofter lost
when patients were admitted to St. Luke's Hospital

for inpatient care beeavse hall the project’s physi-
cians did not have hospital privileges at St Luke's.

The  project

generally  provided  individual-
oviented rather than familv-oriented health care.
OEQ @udelines call Tor the project’s stafl to at-
tempt to see the patient in his Tamily setting when

appropriate and for all members of the Tamily to



“heseen by the same physician or winn of physieians
to the extent feasible.

The project had made some progress in impie-
menting a program 1o provide comprehensive health
care, including preventive care: however, additicnal
¢fforts and space would be necessary for the project
o [ully hoplement such a progran.

The project made free medical services available,
in some instances, to persons who did not meet OEO
eligibility criteria. The project needed to suengthen
its-controls over eligibility determinations 1o insure
ihat OEO funds were used to provide cave [or
those persons whom the pregram was designed o
help.

In commenting »n GAQ'’s recommendations, the
Deputy Director of O£0 acknowledged that improve-
ments were needed in the project’s adminmistration
and informed GAO that progress had alveady been
made in all areas cited. The project informed OEQ in
January 1971, that all project physicians had clinical
appointments and all pediatricians had  attending
status at St Luke's. In addition, a team approach in-
tended to provide family-oriented rvather than individ-

ual-oriented services was initiated on o test basis in
January, ( Reportto the Congress, B--130515, June 13,

1971}

Federal Aid to Education

12. Policies and Procedures for Approving
Grants Under the Emergency School Assistance
- Program.—1In a report on the policies and procedures
of the Department of Health, Education, and Wel-
fare for approving, under the Emergency School As-
sistance Program, Federal grants to school districts o
delvay the costs of meeting special problems arising
from- school - desegregation, GAO identified several

i

weaknesses and concluded that they were due mainly
to the Department’s policy of emphasizing the emer-
geney nature of the program and its desire for expedi-
tious funding, at the expense of a more thorough review
and evaluation of school districts” applications. Among
the weaknesses were:

School districts did not submit with their applica-
tions, nor did the Department obtain, sufficient in-
formation to' deterimine whether grants were made
in'_nbrurd;lmzc with program regulations.

~Applications did not contain, as reguired by the
regulations, ccimprnl'wmive statements of the prob-

SECTION |

fens faced in achieving and maintaining des

vated school systems.

Girant files did not evidence full compliance by
the school districts with the regulitions concerning
the formation of biracial and student advisory
cotnmittees,

GAQ suggested that the Departient undertake o
strong monitoring program o help insure that grant
funds already made available w school districts are
wed for the purposes intended. GAQ suzgested also
that. in the event additonal funding is authorized,
Departient procedures be strengthened by
viding suflici

i1y pro-
nt time for program officials to make a

thorough review and cvaluation of applications, {2:
requiring that all infermation relied on in approving
an application be nade a matter of record, and (3
Report o the
chairman. Senate Select Committee on Equal Educa-
tional Opportunivy, B-164051 01 | Mar, 5, 1971

providing [or a monitoring syste

13. Administration of Federal Aid to Educa-
tionally Deprived Children.—-Title T of the Elemen-
tary and Secondary Education Aet of 1965 autharizes
funds for programs designed to meet the special edu-
cational needs of children deprived of normal educa-
tomal developrment whe live in school attendancee areas
having high concentrations of children from low-
mcome families, GAO issued reports on its reviews
of the program in Ohio and in New Jersey in which it
wdentified a number of areas of administration where
apportunities for improvements existed.

Among the areas identified in Ohio were:

Projects woere not concentrated on the education-
ally deprived, but were opened o all interested
children.

Facilities acquired could not be fully used for
over a year because the local agency had not ar-
ranged to obtain suflicient operating funds.

Procedures for acquiring and using Title 1 equip-
ment needed improvement.

-am for unused

A local ageney charged the pro
sick leave carned by its emplovees although i did
not charge its locally financed programs for such
leave.

The more significant areas identified in New Jersey
were:

Areas to participate- in the program were not
selected and documented in accordance with pro-
gram criteria.

15
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Children eating hot lunekes procided by a food groject in Cloveland, Ohgo.

Proiééts were designed and operated in a manner
which provided general aid to the school svstem
rather than special -educational programs for edu-
L‘;ltit'ax\all_\' deprived children.

State 'E'l.gt'l]t.‘}-'.l'(‘\‘i'(?\\'s of project applications and
operations were inadequate,

The Office of Educaton, Departinent of Health,
Education, and Welfare, concurred with GAO'S ree-
ommendations in these reports and agreed o ke cor-
I'C(-?[_.i_\‘(!':.él(_ftiml‘ _

In aletter dated May 6, 1971, addressed to all chief
St_sil’c'sof-:ogi officers, the Office of Fducation summa-
rized the deficiencies in the program identified by GAO
and requosted the officers to take sweps to determine
whethei any of the deficiencies existed in their States
il.l“ll:.l__t\_[)?'i]l_ili."llt'_ remedial action where necessarv, (Re-
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ports to the Con ress, B-1610310 1, Dec. 28, 1970.

aned Xpr. 7L 307

14. Assessment of the Teacher Corps Program
in South Florida.. - The Teacher Corps program at
the University of Miami and participating schools in
south Tlorida strenethened educational opportunities
avarlable w pupils i elasses 1o which Corps members
were assiened and had some degree of success in
Lroadenine the university’s teacher preparation pro-
gram. As aresult of the program, new teaching meth-
ods were intraduced inthe schools, education-related
commnmty actvities were initiated, and some rlmn;:m
were tade  the iniversing’s teacher preparation pro-
erant. Ako, over half of the 71 inerns who completed
the progrn venained as weachers i schools serving

POOr areas,



The Niami program had muoch Jess imapact than 1t
might have had because many Teacher Corps inno-
vations were not continued after the Corps member
finished  their assienments. Specific procedures were
not developed to determine which innovations would
benefit regular curriculims at the participating schools
and at the university,

GAQ recommended that local educational agencies
adopt  specific. procedures  to integrate  successful
Teacher Corps innovations into their regular school
programs: that the university develop ways to deter-
mine which ideas, experiments, and techniques should
be included inoats regular teacher preparaton pro-
gram; and that the Office of Education discuss with
the Florida Departinent of LEducation the feasibility
of disseminating information about successful Corps
methods. The Assistant Secretary, Comptroller, De-
partment of Ilealth, Education, and Welfare, con-
curred with the recommendations and  deseribed
actions planned to put them into effect. {Report to
the Congress. B-161031: 11, Apr. 16, 1971)

15, Assessment of the Teacher Corps Program
on the Navajo and Hopi Indian Reservations.—
Northern Arizona University and participating schools
on the Navajo and Hopi Indian reservations increased
the educational opportunities available to Indian
children through the operation of their Teacher Corps
program. Corps members provided individualized in-
struction and introduced several new teaching methods
which made the instruction more relevant to the
culture and background of the children. School officials
stated that the new teaching methods had been success-
ful and had been adopted by their regular teaching
stafls. About three-fourths of the 28 interns who had
completed the program were hired as teachers in
reservation schools.

The program had some degree of success in broad-
ening the university’s teacher preparation program.
However, much of the special curriculum offered to
‘Teacher Corps interns was not offered 1o students in
the university’s regular teacher training program. The
university began a study to identify aspects of the
Teacher Corps program that should he made available
to other students, _

There was a need for the Office of Education to
stay abreast of the university's study. 1o encourage the
university to incorporate successful program features
into its regular teacher preparation program, and to
cooperate with the Arizona Department of Fduecation
in its plans to disseminate information on successful
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innovations and reaching nethods used - iu the pro-
gram to other educational mstutunons i the State.
The Assistant Secretary, Comptroller, Depaotinent o
Healdh,
GAO's recommendation that the Oflice of Education

Education, and Wellare, concurred  with
stav abreast of the progress of the universine's study of
the ideas. expernnents, and wechmgues used i the
Navajo-Hopi program and encourave the nmversity to
incorporate the successful ones in its regular wacher
preparation progrant,

He stated, however, that HEW preferred (o delay
action on GAO's recommnendation that the Office ol
Education cooperate with the Avizona Department of
Education in its plans o disseminate information on
succesful mnovations and wachine methods o othes
educational institutions i the State unul the Depart-
ment could provide stall and expertise to carry out its
plan. 1 Report o the Congress, B-16403101%, May 13,
1971

16. Assessment of the Teachsr Corps Program
in Western North Carolina.—-The program increased
educational opportunities available to pupils in grades
o which Corps members were assigned, hut the pro-
graimn’s impact was not nearly as great as it could have
been. Most of the activities started by Corps members
were not continued alter they left the schools, and pro-
aram officials did not evaluate Corps members” actvi
ties to identify those which were suceessful. Community
involvement was made difficult by western North Caro-
lina’s mountainous terrain and its scattered populace.
Of the 71 interns who completed the program, only 14
remained as teachers in the eight-county area served.

Western Carolina University broadened its teacher
preparation program by making changes in its student
teaching practices. University oflicials did not empha-
size the mtroduction of new courses [or the Teacher
Corps because they believed that existing courses could
be adapted to training teachers of disaidvantaged chil-
dren. Most interns, however, said that their course
work was irrelevant and repetitious.

GAOQO recommended that innovations resulting from
the Teacher Corps program be evaluated, that ways
to achieve a higher degree of graduate retention be
explored, and that the types of community activities
reasonably attainable in rural areas be clarified, GAO
recommended also that the need for the incorporation
of new courses and approaches to education into the
Teacher Corps and regular curriculums at Western
Carolina University be evaluate 1. The Assistant Sec-
retary, Comptroller, Department of Health, Education,
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and We
and described actons plamed to implement them.
(Report o the Congress, B- 164053110 May 20, 197)

fare, concwred with the recommendations

17. Use of Teacher Corps Members To Sup-
plant Local Teachers. - lic
of the Teacher Corps participating in the progian in
western North Carolina were

ainning in 1969 members

ened to State or

locally allotted teaching positons. According to pro-
griun officials, this practice rvesulted in supplanting

T

achers who would have otherwise been hired by the
local educational agencies. Sinee scction 317 of the
Higher Education Act of 1965 states that ne member
ol the Teacher Corps shall be fturnshed o any local
educational ageney if that member
any teacher who is or woull otherwise be empiayed by
such ageney, GAO expressed the belier that the -
rangement was not authorized.

/

s used 1o replace

Although the practice was not authorized, the State
experded for
regular teacher salaries were used for Corps members’
salaries and related benefits. As aresult, State and local
funding of the Western Canolina program increased
from about 10 percent to ahout 70} percent. thus de-

and local funds which would have been

creasing the amount of Federal funds needed to oper-
ate the program. Since this funding procedure is being
used at other locations and may provide local educa-
tional agencies with the impetus to continue successful
features of a Teacher Corps progam after Federal
funding ceases, GAO suggested thar the Congress
might wish to consider whether the enabling legisla-
tion should be amended o authorize such arvanue-
ments. ( Report o the Congress, B-161031 1 May 20,
1971y

18. Administration of the Teacher Corps Fro-
gram.—Grantees participating in the Teacher Corps
program held about $428.000 of Federal funds for up
o3 vears beyond the completion of the periads for
which the Tunds were intended 1o be used. A factor
which contributed to this accumulation of excess funds
was the practice of furnishing granwees with speeific
amounts o use i their budget reguests for certain
expense items without instructing grantees to consider
~available information which would have indicated that
lesser armounts would suffice,

GAQ recomnended that the Office of Education,

Departinent of Health, Education, and Welfare, pro-
“vide - for the carly identification of granwes holding

nnused Tunds, take action to recover such funds, and

revise Teacher Corps puidelines to provide {or con-
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sideration by wrantees of all av
pertin

dable cost and other

nt information when preparing budgets in sup-
port of their requests for Federal Tunding.

The Commissioner of Education staed that the
Teacher Corps had assigned o stall imember 1o devote
aajor portion of her tme to tie recovery of out-
stinding funds and that the Corps would revise its
budeet cuidelines so thar nevotiations would take into
account a project’s previous fiseal activity as well as
Report o the Connnissioner, Office
of Education, Mar, 5. 1971

varrent needs,

19. Policies and Procedures for Administering
Study and Evaluation Contracts.—-Through its in-
stitute program, authorized under the National De-
fense Education Act of 1938. the Office of Education.
Department of Health, Education, and Welfare, pro-
vided financial support to universitics and colleges to
provide advanced study to persons concerned with the
teaching of modern foreign languages, English. history,
and other subjects. Many of the universities which opex-
ated the nstitutes contracted for evaluations of their
particular programs, o coordinate the many evalua-
tions, the Otflve of Education contracted with the
Cone i of Professional Associations for Study of
Special Teacher Improvement Programs  CONPASS
o undertake these cvadwations.

In April 1971, GAQ repored that under the con-
ract erms some of the basic management functions

of the Office ol Fducaton that are essential to an
citective wlministraton of the contract were deleaated
s CONPARS, OfRee of Manage
rular No.

acencies !::-n‘fm'ul for ther selves those basic functions

ent and sudaer Gir-

A 76 s opevised, directs that executive

af mamagement necessar, w retain essential control
over the conduet of then programs. These basic func-
vems include assiening oreanizational responsibilities,
planning progeams, and evalating performance.,
The delesation of authority to CONPASS for mak-
ing decisions on what studies would be undertaken or

continued was nol. at least in one case, in the best
mterest of the Office of Education, In this case, GON-
PASS continued an evaluation of a program at an
additional cost of $15.000 even though the Office of
Education was against further funding of the evalua-

tion hecause the program was being phased out.

GAO reconmended that. il the contract with GON-
PASS is continued, the Office of Education should
pros de for retention of the basic management func-
tions it needs to effectively direet and control CON-



PASS activities. {Report to the Secretary. HEW.
B164031(1), Apr. 22, 1971

20. Student Loan Insurance Fund.—The finan-
cial statements of thie Studenmt Loan Insurance Fund
for fiscal year 1969 did not presem fairly the financial
position of the fund because not all unpaid premivms
due from lenders we
not all premivms on loans made during the vear were
considered in computing the amounts shown for in-
come from insurance premiums carned and deferved;

included in accounts receivable:

and the amount for unpaid default claims, wlnedr were
classified as deferved char

To praduce financial statements which will present
fairly the financial condition of the fund. the Office
of Education. Department of Health, Education, and
Welfare., needs 1o classilv lenders default elaims on

sowas overstated.,

hand at vearend as loans receivable or some similu
type of current asset rather than as deferved charges,
establish an allowance for losses on these claims and
charge the amount o expense in the vear in which
the elaims are made against the Tund, and suengthen
accounting procedures to insure that the wnounts

shown on the financial statements for aceounts veeeiv-
able and insurance prenium income are derived from
reasonable and sound bases.

HEW took or planned to take appropriate action on
most of the matters discussed in GAO's report. “Re-
port to the Congress, B- 16403171, Apr, 12, 1971

Grants to States for Public Assistance

21. Approval of and Payment for Nursing Home
Care.—A review of the nursing home program under
Medicaid in the State of California revealed weak-
nesses in the State’s adisission and hilling procedures.
Medicaid recipients received nursing home care widh-
out adequate determinations that such care was war-
ranted, and studies by three counties showed that a
high percentage of patients were not in need of the
care provided. In addition, in some cases. care was
approved and pavments were made for periods after
a patient’s death or dischiarge, and nursing homes were
paid under both the Medicare and Medicaid programs
for the same davs of care,

GAO rec amended that the Department of Health,
Education, and Welfare (HEW) provide for 1) de-

veloping or evaluating the administrativ

andd program
requirements used by the States in approving and pay-
ing {or nursing home care and (2 monitoring State
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Medicad actvities to detenmine the extent o which
s standards were hemy implanented and w effect
coreective eton where winroited,

HEW concluded thar the deficieneie velating w
Macement and retention of Medicaid 1 eipients re-
subted fronn Dilure of county avencies amd i)t‘r'.\utm-'|
to Tollow HEW poliov and Stare sndelines Bedch FEW
aned the State coneurned  thar guidelines should be
developed w avoid noproper pavients.

The State ssued nstructions which w0 heleved
wondd beprove cone! of hillines after death or dis-

charee of patients and nared nowo clinmate

dhuplicare Medicare and Medicaid pavinents by refin-
e connputer controls, THEW informed GAO duat, as
stall mereased, priogite would be siven 1o problems
mvolving tieliness of approvals and controls and that
monitoring of the Stites” proerins should he maore
elfecuve. Report 1o the Congress, Bo1oH0310 73
July 23, 1470

22. Problems in Providing Nursing Home
Care. GAO reported o the Congress that actions
teken by the Departent of Health, Educaion, and
Wellare  THEW D and the State of Califorma w cor-
vieet prablems previoushv diselosed by GAQO were gen-
erallv metlective.

Problems recarding narsing howse e continued to

exist beeause Galifornia’s Medicaid pls

as approved
by HEW, did not provide adequate suidelines, and the
State did not have adeguate procedures o help insure
compliance with established euidelines, These prob-
lems related w1
(2 pavments for patients in substandard nursing
homes, 3

inadequate control over drugs,

wansters of patients withouwt just cause,

b3 supplemental payments, prohibited under Me:lic-
atd. o nursing homes, 25 inadeguate safeguards over
patients’ personal funds, (6
and 7

misleading advertising,
inadequate controls over authorizations for
medication and weatment. The continuing nursing
home problems appeared o be attribaable. at Jeast
in part. o the inadequacy of administrative veviews
by HEW regional representatives.

GAO HEW  review State
agencies’ implementation of FIEW reenlations and
impress upon State officials the need to clarify the
roles of State and county agencies involved i the

recommended  that

Medicaid program.

HEW injormed GAO that it would £17 diseus with
Califormia officials the Federal regulations and their
application relating to the quality of nursing how.e
care, and 2% assist the State in detennining the cor-
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rective actions with respeet to GAO's findings. {Re-
pori to the Congress, B-164031/3), Aug. 26. 1970)

23. Payments for Physiciai: and X-ray Services
to Nursing Home Patients.— GAO's review of the
Medicare and  Medicaid California
showed that the State had paid providers of medical
services the single-patient visit fee rather than the
lower multiple-patient visit fee for visits made to more
than one patient on the same day in the same nursing
home. GAO estimated that such overpayments during
1969 totaled ahout $426,400. of which the Federal
share was about 343,500, The overpayments occurred
because (1) physicians and providers of X-ray services
did vot know the correct billing procedures for multi-
ple-patient visits, (2} the claims processing and pay-
ment system used by the principal fiscal agent (a
private organization under contract with the State)
did not contain adequate controls to identify multiple-
patient wvisits, and (3) physical pavment profiles
(histories of past billings used to determine the rea-
sonableness of physicians’ charges) for multiple-patient
visits had not been properly developed.

Regulations of the Department of Health, Fduea-
tion, and Welfare {HEW? did not provide guidehnes
to the paving agents concerning pavment polices for
physician visits n.ade on the same day to a number of
patients in the same nursing home. HEW had made a
nationwide study on the diversity of payvment policies
and the feasibility of prescribing uniform guidelines
for use under the Medicare program, but it had not
made a similar study for the Medicaid program.

In response to GAQ's recommendations for correc-
tive action, HEW stated that (1 uniform euidelines
would be issued to all Medicare carriers with respect

programs in

to identifving - multiple-patient visits and insuring

proper. reimbursement. (27 a study would be made of
the diversity of existing payment policies under Medic-
aid preparatory to the issuance of guidelines, and ')
HEW regional offices would be given the responsibil-
ity for obtaining compliance with policies under the
Medicaid  program.  Report to  the Congress,
B-164031(3). Feb. 2, 1971}

24. Problems in Providing Skilled Nursing
Home Care.—GAO visited 90 skilled nursing homes
{30 each in the States of Michigan, New York, and
Oklahoma} having a total of 5,581 Medicaid patients:
33 of these homes were also serving Medicare patients.
Many of these nursing homes were not adhering to
Federal requirements for participation in the Medic-
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aid program—and, in some cases, the Medicare pro-
gram, As a result, the health and safety of patients may
have been jeopardized.

GAO noted such problems as (1) patients not re-
ceiving required attention by physicians and nurse, and
{2) fire protection not heing adequate. The deficiencies
resulted primarily [rom weaknesses in State procedures
for certifying eligibility of skilled nursing homes and
from ineffective State and Department of Health, Edu-
cation, and Welfare (HEW) enforcement of Federal
requirements, including these for State licensing.

In addition, patients had been placed in skilled nurs-
ing homes even though their needs were for less inten-
sive and less costly care which could have been
provided in other facilties: however, alternative faci'i-
ties in which less intensive levels of care could be pro-
vided were limited. GAO believed that the primary
cause of this problem was that HEW had not developed
criteria for measuring the need for skilled care under
the Medicaid program although the Social Security
Administration had developed such criteria for skilled
care 'll'lld{‘]' thc .'\'[('di('are. pl.'()gl'ill'l].

In response to GAO's recommendations HEW stated
that the Department’s Social and Rehabilitation Serv-
ice (SRS} had implemented a new monitoring and
liaison program in each regional office that would
insure closer relationship with State agencies and re-
quire more frequent visits by regional officials and de-
tailed reviews of State Medicaid operations. HEW
also advised GAO that SRS planned to issuc guidelines
to assist the States in cvaluating patients’ needs for
skilled nursing zare and services under the Medicaid
program and that, where applicable, the guidelines
would embrace areas of common interest, such as those
outlined in eriteria develoned for the Medicare pro-
aram. {Report to the Congress, B-164031(31, May 28,
12730

25, Practices Relating to Nursing Home Opera-
tions.—~At the request of the chairman, Subcommit-
tee on Long-Term Care, Senate Special Committee on
Aging, GAO obtained information about questions
raisecd during the subcommittee’s hearings on a sal-
monella outbreak in nursing homes in the Baltimore,
Md., area. GAO visited four nursing homes in Mary-
land which were participating in either the Medicaid
or Medicare programs administered by the Depart-
ment of Health, Education, and Welfare (HEW).

GAQ reported that:

In Maryland, it was not an uncommon practice for
physicians to sign death certificates without having



viewed the “odies of patients who died in nursing
homnes; the practice was not illegal in Marvland.
however, and it was not considered unethical by the
State Medical Society.

On three occasions physicians had been paid
under the Medicare and Medicaid programs for
signing death certificates although the fee was not
reimbursable under ecither program.

The records of 322 Medicaid and Medicare
patients who died during fiscal year 1970 revealed
39 instances ia which payments had been made
under the Medicaid program for nursing home care
for periods after the deaths of the patients. In 36 of
the 39 instances, however, the overpayments had
been detected by State employees and adjustments
had been made to correct the overpayments prior
to GAO's bringing them to the attention of State
officials.

In some cases payments had been made to nursing
homes for care on the same days under both the
Medicaid and Medicare programs.

Medicaid audits required by the State had not
beein made at three of the four nursing homes visited.

GAO pointed out the need for the following action
by HEW.

HEW's Social Security Administration and/or the
Social and Rehabilitation Service should assist pay-
ing agents under the Medicare and Medicaid pro-
grars in studying the feasibility of establishing (1)
precedures to insure that payments are not made to
physicians for signing death certificates, which is an
unallowable cost, and (2) controls to insure that
duplicate pavments for the same services are not
made under the programs.

The Social and Rehabilitation Service should
improve its monitoring of the State’s administration
of the Medicaid program to insure that required
audits of nursing home costs are made.

HEW informed GAO that it planned to issuc a letter
to State Medicaid agencies pointing out that payments
to physicians for signing death certificates is an unal-
lowable cost under the program. Also, with respect to
duplicate payments under the Medicaid and Medi-
care programs, HEW stated that the newly established
manageraent information system for improving the
administration of the Medicaid program should help
to insure that duplicate payments are not made. With
respect to improved monitoring by SRS of State Medic-
aid programs, HEW advised GAO that monitoring
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activities were expected to increase in the [uture.
i Report to the Subcommittee on Long-Term Care,
Senate Special Committee on Aging, B-161031(3 ),
Dec. 4, 1970}

26. Administration of the Medicaid Program by
Fiscal Agents.—M\lost States contract with private
organizations— referred o as fiscal agents—for assist-
ance in administering their Medicawd programs, In
GAQ's review of the program in Kansas and lowa,
weaknesses were noted in fiscal agents” administration
of the Medicaid program.

Neither Kansas nor lowa had established controls
adequate for insuring that pavments were made only
for medically necessary services, and neither State
had provided adequate supervision or review of the
administration of the programs by fiscal agents. As
a result:

There were indications of overuse ol program
services, and both States experienced lengthy de-
lays in establishing procedures to control such
overuse.

Neither State had ascertained the reasonableness
of the amounts paid as customary charges lor the
services provided.

Improvements were needed in administrative
practices relating 1o /1Y identification of claims for
services that might be covered by recipients’ private
health insurance policies, (2 prevention of dupli-
cate pavments and payments for medical services
provided after recipients’ eligibility had terminated,
3 filing of paid claims, and {1} determination of
reimbursable costs to participating hospitals,

GAO recommended thar the Secretary of Health,
Education, and Wellare (HEW) (1) provide the
States with guidelines for reviewing and controlling
the use of Medicaid services, including the accumnula-
tion and use of data on charges made by individual
practitioners in determining the reasonableness of cus-
tomary charges, {2) require the States to provide the
fiscal agents processing Medicaid claims with the iden-
tification of recipients who have private health insur-
ance coverage, and (3) define the State agencies’
responsibilities relative to fiscal agents’ activities.

FIEW informed GAO that utilization review guide-
lines would be issued but expressed the view that its
existing regulations provided sufficient guidance to
State agencies with respect to (1) the accumulation
and use of historical charge data, including charges
to private insurance programs and (2) the considera-
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tion to be given to private medical insurance coverage
in computing the amounts to be paid by Medicaid.
TLEW Dbelieved  that the weaknesses noted in these
areas were caused by inadequate implementation by
the Stare agencies ol existing reeulations but stated
that it planned to inaugurate a closer monitoring and
liaison program with the individual State agencies.
IEW informed GAO that it would continue to evalu-
ate its guidelines in hght of information obtained
through its monitoring of State programs. {Report to
the Congress, B-164031(3 1, Oct. 20, 1970}

27. Inadequate Controls Over Medicaid Drug
Program.-—During fiscal year 1969, about $307 mil-
lion was expended for drugs under the Medicaid pro-
gram, about $1+4 million of which was spent in Ohio.
With regard to Ohio, GAO found that:

A substantial number of wellare recipients were
ineligible for Medicaid services, including drugs.

Certain drugs purchased under the State’s Medic-
aid program were not reasonably priced.

The Department of Health, Education, and Wel-
fare (FIEW ;. in its studies of drug efficacy, needed
to give priority o lower cost frequently used drugs
which had been identified by the HEW Task Force
on Prescription Drugs as offering poterval for con-
siderable savings.

Ohio’s controls over drugs under its Medicaid
program were inadequate for the State or HEW to
determine whether (1) drugs obtained by nursing
homes were administered to welfare patients and
were effective in their weatment, 2' drugs dis-
pensed and billed by pharmacies were actually re-
ceived by welfare recipients, and (31 only needed
drugs were provided to welfare recipients.

GAQ recommended that the Secretary of HIEW:

Provide assistance to Ohio and other States in
revising their drug pavinent policies to conform 1o
HEW policy. '

Give prioritv in the conduct of HEW's drug-
efficacy studies to those drugs identified by the tIFEW
Task Force as having considerable potential for
savings and furnish physicians with information on
the results of the studies.

[ssue guidelines for utilization reviews of drugs,
monitor the implementation of these guidelines, and
give assistance 1o Ohio and other States as needed.
HEW stated that guidelines for pavinents of reason-

able charges for preseribed drugs and for a review of
thelr uli]i:é-.ai;i-m were expected 1o be issued in the neay
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future, and that the drug-efficacy study was in prog-
ress. HEW also stated that it planned to institute a
closer monitoring and liaison program in each regional
office and to make more frequent visits and detailed
reviews ol State Medicaid operations,  Report to the
Congress, B-1640313), Nov. 23, 1970}

28. Excessive Use of Physician Services.-The
Department of Health, Education, and Welfare
(HEW; did not provide States with guidehines for
evaluating the need, quality, or timeliness of medical
services under the Medicaid program. In a review of
the program in Kentucky, GAO noted that ITEW had
not adequately supervised or monitored the State's
evaluation of medical services provided. GAO noted
also that there was a need for more effective action to
curb misuses of physician services.

GAO reviewed the cases of 100 Medicaid recipients
who had received large quantities of drugs and inter-
viewed the attending physicians. Fighty-four of these
recipients had received an excessive number of pre-
scriptions a month, and 62 of them had averaged five
visits a month to different physicians, at an average
monthly cost of $33.

GAO concluded that an HEW regulation-—adopted
by Kentucky-—which allowed providers of services to
submit bills for payment under Medicaid for perods
up to 2 vears after the services were provided-—repre-
sented an obstacle to examining and evaluating the
number and/or frequency of physician visits, It ap-
peared to GAO also that Federal and State staffing
limitations had contributed to the problems, ana that
better monitoring of Kentucky's activities by HEW was
needed.

GAO recommended that HEW provide the States
with guidelines for effectively reviewing the use of
physician services, increase its monitoring of the States®
evaluations of physician services, and reduce the 2-vear
period during which providers may bill for services.

HEW informed GAO that (1) guidelines would be
issued for evaluating the use of medical services, 123
Medicaid program staffs in Kentucky had been
increased, {3} monitoring of State cvaluations  of
physician services would be increased and a closer
monitoring and laison program with cach individual
State ageney would be made, and (4 yevised regula-
tions hud been issued to reduce the 2-vear time limita-
ton for submission of bills, HEW stated that, before
reaching i decision as 1o the time limitation diat should
be established, a smvey would be made in all States
to obtain information about the length of time needed



10 process claims for all medical care and services. { Re-
port to the Congress, B-164031 (3], Feb. 3, 1971}

29, Eligibility Under Medicaid.—Regulations of
the Department of Health, Education. and Wellare
(HEW! yequire that an individual's eligibility for
Medicaid he reconsidered or redetermnined at least
once every |2 months.

In Massachusetts, the required redeterminations of
cligibility had not been miade in about one-half of the
127 cases GAO reviewed. As a result, there was no
assurance that recipients continued to be eligible for
Medicaid. In addition, in determining the financial
eligibility of employed Medicaid applicants, the State
had failed to make requived adjustments beeause of the
excess incomes of some applicants.

HEW informed GAQ that corrective action would
he taken. {Report to the Regional Commissioner,
Social and Rehabilitation Serviee, HEW. Aug. 17,
1970)

30. Overpayments for Child Care Services.—In
a review of claims for Federal sharing in the adminis

trative costs of public assistance programs in California
and Pennsylvania, GAO noted that incorrect payments
for child care services had been made to some recipients
of public assistance.

GAO recommended that the Social and Rehabilita-
tion Service (SRS}, Department of Health, Fducation,
and Welfare (HEW), look into the possibility that in-
adequate procedures leading to incorrect payments
might exist in other States.

SRS agreed with GAQ's recommendation; took ac-
tions to determine whether States' procedures were
adequate to prevent overpayments: and stated that
corrective action, including adjustiments of overpay-
ments, would be taken where procedures were found

“to be inadequate. (Report to the Administrator, SRS,
HEW. Mav. 11, 19711

31. Administration of Certain Projects for Older
Americans.—Title III of the Older Americans Act
ol 1965 anthorized Federal funds for use by the States
in community planning and coordination of programs,
demonstiation of programs or activities. training of
special persomnel needed to carry out programs and
activities, and establishment of new programs or the

expansion of exi

ing ones,

In reviewing six of 21 active Title Il prajects in
Maryland, GAO found that (15 halfl of them had not
achieved their estimated potential in serving the senior
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citizens in the conmmuntty, (20 the Department of
[ealth, Education. and Welfare's (HEW  resional
office stall had not made regular visits to review and
evaluate State npl’:':\liml.\. and 3 the St duency
had not esiablished procedures for project reports to
be subriitted on a timely basis.

In response to GAO's recommmendations, HEW stated
that a plan had been established o evaloawe local com-
munity projects. a project had been completed to
identify and evaluate the ertteria used by State agen-
cies i funding local community projects. and guide-
lines had been developed for evalnating State ageney
planning activities. Report o the Administrator, So-
vial and Rehabilitation Service, HEW, Sept. 23, 1970

32, Simplified Method for Determining Eligi-
bility for Public Assistance.—A simplified method to
determine the eligibility of persons for adult public
assistance was used by the States on a trial basis.
Ehgibility deterninations were to be based, to the
maximum extent possible, on information furnished by
the applicants without routine interviewing of the ap-
plicants and without routine verification and investiga-
tion hy the easeworkers.

The Department of Flealth. Education, and Welfare

HEW mstituted a test of the method o determine
whether the intended objectives were being achieved.
The test. which included validating the correctness
ol cligibility decisions made by the caseworkers, was
carried out by State and local welfare agencies and
was monitored by HEW. Largely on the basis of results
of the test. HEW directed the States to fully implement
the simplified method.

GAG reported to the Senate Committee on Finance
that it had rbserved a number of problems in the im-
plementation of the method by the States and in TTEW's
conduct of the test. GAO believed that these prob-
lems. collectively, were suflicient for guestioning cer-
tain of the data from which conclusions were drawn
GAQ expressed the opinion that the problems ob-
served suggested a need for HEW o closely monitor
the nationwide implementation ol the  simplified
method.

GAO made sewv

al recommendations designed to
insure that States implement the simplified method
elfectively and work toward further simplification and
improvement. HEW subsequently provided guidance
to the States for verifving inconsisient statements by
applicants and for developing and using simplified ap-
plication forms. HEW also developed a continuous
review system for monitoring and controlling the func-
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tioning of the method, and informeal GAO thay i
planned o reevaloae the wleranee level for ineligibil-
iy as experience wis gained.  Report o the Senate
Commitee on Finance, B=16103105 ) Aue, 350 1970

Highway Programs
33. Questionable Basis for Approving Certain

Interstate Auxiliary Route Segments. - Milcage al-
locations by the Federal Highway Admi

ation, De-
partment of Transportaton, for certain anxiliary route
segments of the Interstate Theliway Svsten were made
on a case-hy-case basis withont the use of o svstem
o rank States” vequests for mileage 1 the order of
their relative merit and sienificance. Approving these
routes on this basis was contriny o the established
practice of approving additions o the Interstate High-
way Svstem ondy alter sestematically rating, evaluating,
and comparing the relaive mertts and needs of all
States.

Oue of the seaments approved in this manner- o
547 million spuar tonte ey Iivnlu‘;:in. I does not
provide the general bevehits normally associated with
the bterstate System because i primarily benefits o
private steel plant located near a small rural com-
wanity. A ranng sestem would have highlichted the

fact that this seament was not in copsonanes with the

nationwide churacter of the Interstate Thghway System
aned that it should not have gqualified as an addition
to the Interstawe Systen.

GAO reconunended thay the practice of approving
auxiliary interstate mileage on o case-hy-case hasis be
discontinued and that a mumerical rating system be
usedd toorank requests on the basis of priorities which
rellect the current objectives of the Interstate High-
wiy Svstemn an order w provide wore Gssuranee than
(1 austliary interstate mileage s allocated on the
basis of the most important needs of the System, 121
the various States are arforded an equal opportunity
1o compete for any addittonal interstate mileage which

may become available, and 130 responsible officials
have o means for comparing the relative merits of
all States” 1equests for additonal milease.

The Department awreed that the States should
have an {-qunl (}])pul‘{mlily Lo cotnpele {or interstate
mileage and tha this mileage should be allocated to

serve the most important needs. The Department

(24

stated. however, that no rigidly applied numerical rat-
g svstetn can adecquanely measure the relative merits
of appheations Tor inerstate mileage  particularly
where an wrgent need avises for adjusunents or addi-
tions Lo specitic short route segments.

GAO agreed that o wotally inflesible systein would
not be feasible but stated that the officials responsible

fon manaving the inters

e program shoald have some
weans of clearhy idendiving the various alternatives,
so that, when dealing with problems of the magnitude
encountered in datersate mileage allocations,  they
will have i propes frinoework Tor mwore informed man-
avement decisions, Repor o the Congress, B-163714.
Jule 31, 19500

34. Management of the Highway Safety Rest
Area Program.--Costs of constructing highway salety
vest areas are generally shared by the States and the
FITWA . Depart-
went of Transportation. Tn administering the rest area

Federal Thighway Administration

program, FITWA had not required the States to estab-
lish and adhere to a sysiein of priorities to insure that
safewy rest areas were constructed st at locations
which wonld imeet the motorists” greatest needs. Also.
FHWA Bad not provided and or required the States
to adhiere to definitive voidelines relating o the size.
wpe, guality and cost of 1est areas acceptable for ap-
proval Tor Federal linancial participation. As a re-
sult, the amount of land and the size. type, and cost
ol tacilities varied widely for rest areas designed to serve
sumifar valumes of traflic. The cost and quality of
equipment for these rest areas also varied widely.

In response 1o GAQY's recommendations. the Depart-

ment stated that FITWA would continue surveillance

ol the desien of safety

est area facilities, meluding
location and land acquisition, to be certain that Federal
funds are properly and wiselv spent and that, in revis-

e current guidelines, it would consider the advisa-

hility of specibe guidelines along the line reconumended
by GAOL The Deparument rejected the idea. however,
that it would be proper w establish specific cost lim-
ations for equipment. GAO believes that

i the ab-
sence of guidelines resarding the tvpe and cost. of
equipment acceptable for Federal finaneial participa-
tion, theve will continue.to be a lack of assurance that
needed facilities are being provided ar reasonable
costs. { Report to the Congress, B 16119713
19713

. June 2,
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35, Federai Participation in Costs Incurred by
States for Highway Landscaping.-The Federal
Iighway Administration (FHWA}, Department of
Transportation, is responsible [or approving Federal
e projects initiated by the
States for voadside planting and related work contrib-

atd te highway landse:

uting 1o the aesthetic and functional design of the
highways. Federal financial participation in landseap-
ing projects is allowed [or the costs of planting woody
groundeover, shrubs, and trees, together with turfing.
mulching, and other work incidental to the comple-
tion of a planting operation.

FHWA's policy is to allow Federal participation.
once the planting and all other initial landscaping con-
struction work on a project is completed, in all costs
incurred by a landscaping contractor in caring for the
plantings for periods up to 1 year to insure that such
plantings become established.

GAQ's review showed that the majority of the work
performed during the plant establishment periods was
about the same as that which at any other time would
be classified as State maintenance. GAO therefore rec-
ommended that FHWA revise its policy to provide
that the basis of Federal participation in landscaping
pr()jg(‘i.s exclude the costs of maintenance-tvpe activi-
ties performed by landscaping contractors during
plant establishinent periods, other than those costs in-
curred for additional care required to insure the suc-

" cess of the projects. (Report to the Secretary of Trans-
* portation, B-118653, Sept. 16. 1970)

36. Experimental Emergency Communication
Systems.—The Federal Highway Administration
(FHWA", Department of Transportation, provided,
- as of August 1970, about $1.1 million to certain States
for the installation and evaluation of various types of
communication systems which allow stranded motor-
Aists to communicate a need for service.

FHWA instructions in effect at the inception of the
']')r{ng;;r:'ui] required that the States perform an evalua-
linn.'.\"._lull).'- of the communication sy.’;tcms to determine
‘their effectiveness. The instructions. however, did not
contain specifie guidelines for obtaining the informa-
tion necded to make such a detérmination, and GAO’s
reyview

indicated that sufficient dala were not col-
lected to adequately determine their effectiveness. Sub-
:st'qucn.'t])', FHWA recognized that additional data were
needed and issued additional guidelines to be followed
il_l_p'érl'(_n-;ning future research studies.

S FHWA, in-March 197], stated that the communi-

%

cation systems reviewed by GAO would be reeviluated,
as suggested by GAO, under the vequireiments included
in the new vuidelines. (Report to the Administrator.
FHWA, Jan. 28. 1971

37. Limited Progress of the Appalachian High-
way Program.—The Appalachian Regional Develop-
ment Act of 1965 was enacted to promote the economie

development of the Appalachian region on a coordi-
nated and concerted regional basis. The Appalachian
Regional Commission. created by the act. established
a development highway system about 2,900 miles in
length to open up isolated areas of the region and con-
nect these arcas with the Interstate Highway System.
About 2,530 miles of highway in this system were con-
sidered inadequate, requiring new construetion or im-
provement. and were cligible for financing under the
act. The act authorized about $1.8 billion of Federal
funds for Appalachian development of which abow
$1.08 billion was earmarked for the development high-
way program.

The Regional Commission did not establish con-
struction  priorities  directed toward achieving  the
areatest contribution toward program goals at the carli-
est practicable time, nor did it determine whether
priorities established by the States were directed toward
that end. Instead. the Regional Commission allocated
the Federal funds available on the basis of the estimated
cost of the highways authorized for cach State. The
States, in effect, were allowed to set their own priovi-
ties, regardless of the extent to which they might fur-
ther regional accessibility,

A0S
conclusion that priorities for highway construction

The Regional Comumission disagreed with

should have been allocated to projects having the
highest reaional priority. The Regional Commission
also stated that it believed GAO had somewhat over-
stated the problem of highway fragmentation that re-
sulted. In its report to the chairman, House
Committee on Government Operations, the Regional
Commission restated its disagreement with GAO's con-
clusions and said that it would continue to administer
the program in the same manner as it had in the past.

Because the Congress was considering legislation to
provide additional funds for the development highway
svstem, GAO sugmested thar the Congress might wish
to consider requiring the Regional Commission, or any
future similar organization, to adopt a regional ap-
proach to the construction of the development high-



ways. {Report to the Congress, B-16-1H37
1971}

Information Gathering and
Dissemination Activities

38. Operation of the Medical Literature Analysis
and Retrieval System.-—The Department of Health,
Education, and Welfare's (HEW Natonal Library
of Medicine maintains a computerized medical litera-
ture analysis and retrieval system and administers vari-
ous programs for collecting, publishing, disseminating,
and exchanging medical health information.

A major use of the library’s computer has been 1o
prepare bibliographies of biomedical subjects requested
by medical schools, researchers, practitioners, public
health officials, aid stner health professionals. Due to
the slowness inherent in the computer’s storage and re-
trieval system, limitations in the computer’s voeabu-
laty, inconsistencies in indexing procedures, and errors
by the people who did the s
encountered problems in responding to requests, To
expand the system and correet the problems, the hi-
brary had awarded contracts for the development, de-
sign, and installation-of an improved computer system
and for the training of cmployees in the system’s op-
crnl'ibn.._GAO concluded that, if properly installed and
operated, the revised system should alleviate the prob-
lems experienced in the past.

Also, the library had not been able to satisly all the
information needs of other HEW agencies having re-
sponsibilitics for health programs. HEW agreed with
GAQO’s recommendation that these needs be met in

arching, the library had

revising the computer system and assigned responsi-
bility to the Assistant Secretary for Health and Seien-
tific ‘Affairs for coordinating technical and scientific
information within the Department.

Tt was GAO's opicion that considerable savings
could bie realized if the library purchased its existing
::mnpl'_l!c'r"e_q_uipman However, after studying its fu-

I ture cq.uipmcut needs, the library determined that,
because of ‘changes in expected requirements, con-
tinued leasing of equipment then in use would be more
economical. .

On another point, GAQ suggested that the Con-
gress might wish to consider the library’s determina-
tion that all of its principal activities are public serv-
ices, for which ‘no fees are cimmgcd. (Report to the
Congress, B-164031(2}, Nov. 30, 1970)
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Land Management and
Natural Resources

39. Restrictions on the Use of Motorized Equip-
ment in Wilderness and Similar Areas.--About 7
million acres of 19

-l lands under the adiinistiation
of the Forest Serviee, Deparunent of Agricultue, were
designated as wilderness areas by the Wilderness Act
of 1961 The aer divected the Secretaries of  Auwn-
culture and the Interior o study several ntlion acres
of additional lands for possible future desiznation as
wilderness arens,

I'he Wilderness Act provides that motorized cquip-
mient not be used in o wilderness areas except as neces-
sary o meet minimin requivernents for the adnins-
wation of the areas for the purpose of the act. The
determined
construction,

Service  has that o stentheant

amount o trail

IForest
briduere construction,
trash and litter cleanup, and other work s necessary
to carry out its responsibilities for preservme and pro-
teeting the areas. but has restricted the use of motor-
ized equipment in cirrving out these activities, I launel-
wols - including sonee portable power tools . pack
animals, and backpackers are cenerally used instead.

These severe Hmitations on using motorized eqguip-
ment result in additional costs and create problems in

preserving and protecting the are

s. For example. the
estimated $T00 millien cost of planned construction
and reconstruction of 18,000 miles of trails m wilder-
ness and similar areas in three Forest Service vegions
could he reduced, possibly by one-half, i the use of
a small wail machine especially designed  {or such

wark were allowed. Also, the Forest Service restricts

the use of (1) powersaws for maintaining tails, 2+
helicopters for removing accumulated teash and litter,
transporting equipment and materials for the con-
struction” of trail bridges, and inspecting and repair-
mg reservoirs. and (30 compacting equipment for
IEPAIring reservoirs,

The National Park Service *NPS}, Department of
the Interior, also could realize significant savings by
wsing the small wail machine in arveas it manages
under the wilderness concept. NPS planned to con-
struet about 2,000 miles of wvails in arcas where the use
(‘f I]](“lll'i:(.('.(l l'(i”i')"“‘nl i?\ li"\ii"d»

GAQ recognizes that motorized equipment is not
compatible with the ideal wilderness concept but be-
lieves that the construction of wrails, bridges, and other
facilities and the presence of litter left in the areas by
users also are basically inconsistent with the ideal
wilderness coneept. Onee decisions have been made

27
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o constene tsneh Lacilivies and dispose of acoumulated
litter, GACY believes that ceonomy and convenienee
should be constdered, alone with other Tactors, i de-
_rulipp-\'\'ln-n to vse motorized equipment.

Prastoch as the Forest Service and NPS believed
thiit therr restrictions were consistent with the moent
of the Wilderness Act, GAQ recommended 1hat the
Ciongress consider providing Tarther enidance as w
the use of such equipment. | Report to the Congress,
15125053, Qer, 29, 1970

40. Allocation of Funds for Construction of
Forest Roads and Trails.-—-At June 30, 19649, the
Forest Service,  Deparunent ol Agriculture. had
}I".lT!Ih_’i_‘_ [l\l L1 154%Y l'('l]l.\tl".ll'li('ll‘ or ]'l‘l"'}nﬁlI-Ill-l'il}“ l‘f
ils in nadional forests and erasslands at
inated vost of S10.1 billion, Altheugh a portion
of such work is hnanced by eredits against timber
sales prices and by conrributions from cooperators, »

lavge portion is financed by appropriated funds,

roads and

Forest Serviee procedures Tor allocating lunds ap-
propriated  for rvoads and trails did not provide Tor
dequate comparisons of the needs of the various
national forests that would insure that funding prio: -
wies were given to the most needed  projects. The
Pederal Aid Highwav Aet ol 1958 provides that such
funds be allocated according to the relative needs of
the various national forests, taking into consideration
(1} existing roads and wails, (21

value of timber or
other resourees to be served, (3) relative five danger.
and (4} camparative difficulties of construction,

GAQYs review of the Tunding of projects in six
forests in one Forest Service region showed that funds
were being used on projects that met limited needs
while projects of greater needs were deferred.

The Farest Service agreed i principle with GAQO's
recommendation for establishing an effective svstem
for assigning funding priorities on the basis of the
relative needs of all national forests and stated that
a study, with a 1975 target date for completion and
implementation, was heing made. The Forest Service
stated-also that interim veports on the study contained
data which might affect the allocation of fiscal year
1972 funds, {Report o the Congress, B- 125053,
f\'u_\', 20, 1970'

Loan Programs

~ 41. Eligibility of Loan Applicants.--GAO con-
cluded that the Small Business Administration (SBA}

2

was providing o gaantering part of the financing
of business Toans for wmounts ereater than nece

bevavse loan speciadists were not adequaiely consider-
ine the personal resources or eredit of the owners,

paners agement, or principal stockholders of
e applicants in their analyses of loan applications.
GAO ree wnded that SBA establish eriteria o

assist foan speeialists in deciding whether an applica-

tion for SBA assistinee shouldd be disapproved or modi-
hed on the basis that the personal resonrees ar eredit
of the applicant’s principals were substantial enough
aned that additional loaneie assistance could be ob-
tained  elsewhere without undue  hardship o the

principas

Fhe Administrator indicated thar SBA's legal coun-
sel had reviewed existing instructions and considered
them adequate and had concluded that the problem
avose beeanse of lack of compliance with the directive
The Admimsteator divected that action be taken to
msure that a proper evaluation was made of the prin-
cipals” abilite to provide Tunds from personal resources
anel that fles be adequately documented when a dew

motion was made of undue hardship in uulizing per-
sattal resources,

Feb., 18, 1971

Report o the Administrator. SBA,

42. Use of Independent Auditors' Reports.-
e Farmers Home Administeation  FIA L Depart-

ment of Agriculture, makes loans wo rural public

andl
private nonprofit associations and organizations to fi-
nance various undertakings, such as the development
of water and sewer facilities, vecreational facilities, and

rural housing projects. FHA uses reports of independ-

ent auditors in administering these loans. The Rural
Electrification Administration { REAG, Department of
Avriculture, also uses veports of independent auditors
in administering its loan programs. GAQ concluded
that audit reports prepared by qualified independent
auditors could be useful to FELA in supervising its bor-
rowers, particularly from the standpoint of isolating
and analyzing problem areas and evaluating the 6-
snwial position and results of borrowers” operations.
While REA had established a sound program for
using independent auditors, FHA needed o strengthen
its procedures and practices because it had not:
Provided clear puidelines to its field stafl for de-
termining whether the auditors engaged by its bor-
rowers posseséed the independence and professional
qualifications essential 10 the conduet of audits and



prepavation of vequired veports in accordance with

generalivaceepted auditing standards.

Properly defined or eflfectively connmunicated i
auditing and yeporting requirements w bhorowers
anel their ndependent auditors.

Developed instructions on how FIHLA personnel
were o review and use audit veports pregared by
independent auditors.

FITA

generally

ated that its instructions were bein
in line with GAOYs recomniend:

v revised

M L0

Define the minimum professional qualiications of
independent audito

Establish standards by which horrowers mav seleet
independent auditovs acceptable o FITA.

Define standards for making audits and for prepar-
ing reports.

Define the required minimun scope of audit, in-
cluding any procedures w be used in tatloring reports
o meet FHA's specific needs.

Reguire that berrowers and auditors be furnished
st meet in
performing audits and preparing reports.

Provide FHA personnel with guidance for the re-

FILA requitements which the auditors

view and use of the independent anditors” reports.

FHA stated also that FHA's professional stafl at
the national: headquarters and at certain field offices
would be increased to insure that functions relating
to the use of independent auditors are performed by
qualified individuals, In addition, FITA stated that ap-

propriate action would be taken where reviews of

independent audit veports - evidence  noncompliance
with requirements, | Report to the Congress, B-170871,
Jan. 22,1971

43.-Advancing Grant and Loan Funds.—The
Farmers Home Administration { FHA . Departinent of
Agriculture, makes grants and direct and insured loans
to public and nonpublic associations to linance the
g r construction of rural water and

improvement and
sewer f;tﬁi_li_lius.
The Govermupent's general policy is to limit advances
of loan and grant funds to recipients to amounts needed
to et thetr current requirements to preclude un-
necessary horrowings by the U.S. Treasury and the
related interest costs, _
GAO analyzed the monthly cash balanees of 92 as-
sociations in nine States which bad been advanced
“loan and grant funds of about $43 million from Au-
gust 1964 1o October 1969 to finance the improvement
and/or construction of water and sewer facilities. FTIA

A48-G08 Oe--TL -
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had -1

uons even though substantial portons of sueli ad

advanced the Gl arpount of loans to associa.

A1
were not expended by the associations for perods up
to 20 months or Joneer and 2 made one or more
advances of grant Tunds to associations at thimes when
the sssocindons had substanual aimoints of unespended
loan and or grant funds on had, Te sone mstanes.
the assoctations didd not use substuntial portions of
the grant funds advaneed Tor periods up w Franonths
or Joneer, Interest savings of abour $200.000) conld
hiave heen realized by the Government if FHA had
advanced  the funds 1o the 92 associations only as
nevded,

FHA instruetions for making cash advances 1o as-

Jation-tvpe borrowers obtaining recreational foans.

arazing loans, and wrigation loans were simila o the

mstractons for the water and sewey prowrant.
Asaresult ol GAC s
1 Instructions to require that:

orvnendations, FILA revised

Cash advancss under all association loan progriams
be made on the basis of the associations” anticipated
cash requirements.

Associations furnish periodic estimates of project
expenditures and such estimates be reviewed and
analvzed by the FITA county supervisors 1o deter-
mine the amount of vasi 1o be advanced.

Also. FHA stated thar advances would be monitored
o insure that they wee made only when needed. Re-
port to the Congress, B 1THIE7, July 6. 19705

44, Determining Financial Feasibility of Water
and Sewer Systems. the
Farmers Home Administration { FUA), Department of
Agriculture, had disbursed loan and grant funds to

Contrary Lo its instructions,

]

public and nonprofit associations to finance the im-
provement andor construction of water and sewer
systems before adequately determining that the associa-
tions would have the minimum number of users to
make their systems financially {easible: Failure to have
the necessary number of users when the systems go into
operation is significoant because sufficient revenues mav
not be generated to enable the associations to continue
operating and (o meet repayments on their loans,
Also, FHA did not require associations to obtain firm
commitments from potential users of proposed water
and/or sewer systems including (1) cash contributions
covering the estimated cost of connecting service lines
from the users’ property to the associations™ water or
sewer systems and (20 agreements requiving users. (o

29
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pay a minimum monthly rate regardless of whether
they actually use the associations’ facilities,

The demand for assistance in financing systems has
heen. greater than the funds available during the past
fes years. This fact makes it inereasingly important

that FHA establish reasonable user requiteinents and
procedures for enforcing such requirements to insure
that loan and grant funds are provided to only those
associations having financially feasible svstems.

In response to GAO's recommendations, FHA
agreed to provide financial assistance to an association
only after FHA county and State loan approval officials
have verified and documented in the files that an asso-
ciation has obtained:

The required number of users to make its proposed
system financially feasible,

A cash contribution from each prospective user
to cover the estimated cost of connecting a service
line from the user's property to the association's
facilities,

An enforeeable agreement from each prospective
user, conunitting the user to pay at least & mininun
monthly rate to the association regardless of whether
he uses the system.

Also; GAQ was informed that FHA would establish
procedures to determine. on a systematic hasis, whether
associations.are vnforcing user agreements. {Report to
the Congress, B-114873, Apr. 21, 1971}

45, Assuring Financial Feasibility of Loans to
Grazing Associations,~-The Farmers Home Admin-
istration (FHA), Department of Agriculture, makes
loans to nonprofit associations of farmers and ranchers
to finance the acquisition and development of grazing
land for their livestock.

In a 1968 report to the Congress, GAO had pointed
out the need for FIHA to establish certain minimum
loan-closing requirements to be met or exceeded by
grazing :lssti_tia.tibus before loans were made in order to
reduce the possibility of defaults and foreclosures on
loans. In March 1968, FHA issued revised instructions
which provided that each association, before veceiving
a grazing loan, would have to meet requirements
r'e\g:irding:' the minimum number of members, the
number of grazing, units to be sold {i.e.. rights to graze
a specified. number of ainmals), and the initial cash

~ contributions to be collected from each member.

- The sale of - the required number of grazing units is
the most - significant factor in providing reasonuble
assusance that ntf association’s operations will be finan-

30

cially feasible, since sales of grazing units are the prin-
cipal souree of income to an association.

A subsequent review of 10 loans totaling about 84
million, miade 1o 37 wrazing assoctations i four States
between Apnl 1968 and May 1670, showed that, at the
time the loans were closed, FHA's conditions relating
to the minimum number of members and initial cash
contributions to be collected from members generally
were met but that 21 associations, which had received
loans totaling $4.2 mitlion, had not sold the nunibier of
arazing units detevmined necessary by FHA's financial
feasibility studies. Further. FHA'S letters of comditions
for 15 of the 21 associations either had required the sale
of fewer grazing units than indicated by its financial
feasibility studies or had failed to specily the number
of grazing units which should have heen sold.

A review of the eurrent financial status of 16 associa-
tions covered in GAO's earlier review showed that, as
ol January 1970, seven were delinguent on their loan
payments by about $265,000. and 12 sustained operat-
ing losses in calendar vear 1969, pointing o possible
additional delinquencies.

GAO proposed that FHA esteblish a program for
monitoring, at the State and county offices. the closing
of grazing loans. GAO stated that {1} the program
should include evaluations, made on a svstematic basis.
of the adequacy of the established loan-closing condi-
tions and whether these conditions had been met by
Jdie associations and {2) the evaluations should be made
prior to the closing of loans so that Government funds
would not be disbursed until the potential fiscal sound-
ness of grazing associations had been determined. GAO
was informed that FHA had issued instructions in line
with GAO,. proposals, iReport 1o the Congress,
B-11487% ofay 27, 19711

46. Records To Be Maintained by Borrowers,—
Instructions issued by the Farmers Home Administra-
tion {FHA, Department of Agriculture, provide that
borrowers be required to maintain such accounts as are
necessary tosuccessfiully continue their operations, meet
the requirements of State and local laws and regula-

tions, and meet the terms of their loan agreements
with FITA and other creditors.

The instructions are not specific concerning the type
of balance sheet and income accounts and other rec-
ords that should be maintained by each type of hor-
rower and do not provide criteria or guidelines to be
used by FHA feld personnel in determining whether
borrowers” accounts and other records are adequate,

With such instructions. FHA field personnel would




be better able to counsel and supervise borrowers, par-
ticularly from the standpoirt of detennining whether

the borrowers’ financial policies are being carried out

in accordance with loan requirciments and whether
their financial pesitions are heing preserved so ns to ade-
quately protect the Government's interest,

FHA agreed with GAQ's recommendation that its
instructions be revised. ( Report to the Administrator,

FHA, July 30, 1970}

47. Interest Credit to Rural Housing Borrow-
ers.-—Under its reral housing  loan
Farmers Home Administration (FHA -, Department
of Agricultire, is authorized to reduce to as low as
1 percent the interest rate charged to borrowers who

program, the

have low or moderate incomes. FITA accomplishes this
by computing an annual interest credit for eligible bor-

rowers and us
interest rale,
Under FHA's imstructions. a full-month’s interest
credit is provided to a borrower without regard o the
day of the month in which the loan is closed. The De-
partment of Housing and Urban Development, which

g this eredit to veduce the normal

administers a similar mortgnge assistance progran, re-
quired that interest credits be computed from the date
mortgage proceeds are dishursed by the lenders.

GAO estimated that, during fiscal year 1971, FHA
would grant about $375,000 in interest credits to bor-
rowers whose loans were closed on other than the first
(la}'_. of the month. Similar unnecessary interest credits
would also ocenr in subsec juent years.

FHA revised its instructions in liné with GAQ's
recommendation that interest credits not be granted
for periods prior to loan closing. i Report to the Ad-
ministrator, FHA, Dee. 7, 1970}

‘48. Instructions Not Adhered To.—-The Farmers
Home Administration (FHAY, Department of Agui-
cu]tliru, makes recreation loans to individuals under its
farm-operating, farm-ownership, and farm-recrcation
loan pmgl':lms. In reviewing recreation loans tetaling
$703,000 made to 16 individuals, GAG found that FHA
county and district supervisors
rection of State offices, did not adeqguately follow FHA
instinetions in approving loans totaling about $375,000
made to nine of the 16 individuals.

GAQ teconuiended that FHA require its State of-
fice officials to sec that more realistic fanm and home

. who are under the di-

plans, used in-determining the financial soundness of

recreation loans to individuals, are prepared : borrowers
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are required o meet loan approval conditions hefore
Government funds are dishursed: and only eligible
borrowers are approved for recreation loans.

The Admmistrator, FIHA, GAO's
reconmnendations and issued a bulletin to all State oi-

agrecd  with
vectors and district and county supervisors to place
ereater emphasis on their responsibilities for seemge that
vach program involving funds for reereation purposes
is admimstered in accordance with FHA instroctions.
Report w the Administrator. FILA, Mar, 15, 1971

Low-Income Housing Programs

49. Occupancy of Federally Subsidized Hous-
ing.— Procedures and practices of the Department of
Housing and Urban Development {HUD | and project
owners were not adequate to insure that mulitifamily
housing provided for low- and moderate-income fami-
lies under the below-market interest rate morigage
insurance program authorized by section 221 :d (3} of
the National Housing Act was being ocenpivd by fami-
lies intended to be seived by the act. GAO's tests
showed that housing units were being oceupied by
families whose incomes may have exceeded the pre-
scribed limits for oceupaney. Income information may
not have included all relevant data. may not have been
crrent at the time of occupancy, and was not verified
to determine eligibility for continued occupancy.

GAO recommended that HUD:

Strengthen its procedures to promote accurite re-
porting of income, GAO suggested that cach family
adult be required to certify the accuracy of income
information. Also, families approved for membership
in federally subsidized cooperative housing projects
more than 60 d;\l\'.‘\ belore oreupaney should be ye-
quired to provide updated income information prior
to eccupancy and, if their incomes have increased
above the applicable income limits, they should pay
the prescribed rent surcha

Provide for more effective surveillance by its field
offices of adherence by federally subsidized housing
projects to HUD instructions for obtaining and veri-
fying family income information and for assigning
families to appropriate-sized units.

Establish an appropri:

te  percentage-of-income
contribution as the minimum rent to be required
for units in section 2210d) {3} projects, the maxi-
nmuin rent-being the equivalent market, or unsub-
sidized, rent for the housing,
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ITUDY statedt that GACYs indings and noommencda-
tensowaukd be studied caefully but did not avree tha
e tilerpation shingdd be updated priog o occn-
paney or thar o rental rates should be estal-
fished on an wppoprate percentage of income, as

vequired  wnder the new <weeton 296 p am for

Tonwer anyeone [:mailis-'\. “;\() ~Il£§'!_{l‘:~l:'.(]. [hi‘l‘l'["l'll‘. l}|.-ll
the Conrress el wish oo consider whether sueh
Rni_:nrl

minirm rental vtes should e established,
vy the Conress, B LHB60, Jan, 200 147

50. Problems in Rehabilitating Housing To Pro-
vide Homes for Low-lncome Families. - -Financial

il 15 furnished o local Bousing wahorties w aequire

At

b relabihtate hovsimy Tor sale or rent e lov-ineome
amilies, GO veviiw
m Philadelphia. Po, becise al

dthe apeerstion of tis progean

w0 percent aof -t
houses beine acquited were i that ey, Althoual
.i_
cot haed ot been fillv achieved and the Deparimem
N

ellecuvely enforced compliance with the preseribed

benelits vessthied, sone voads of the Philadelpliia p
of Hlowsine and Urban Dievelopient had net

requircnents for the project.

Contrary to approved plans, considerably nine of

the aogquired unie consisted of ahifamih howsing

vather than singlefunle: honsing, and many units
were located near indvstrind and comsmercial sites
Consequenthe the pessibilite of dow-income families.
and their meentise for purchusing their enn hones

was areath redieed, Xsoo the seledction of Bosses for

acquisipon and pehabifiiation was mde in oo manner
that did nor encoutase repuin of adjacent houses In

their owners, TIUD Kiew of many of these condite

s,
reperatediv notitied the local bowsing authorine tha
it had fadled wo comply swith the approved develop-
ment plan, and wrged the authori 1o remedy the

situation. There was no indication that the authorine
had made any effort to correct the matters brought o
s aftention.

The prograny wis ingllective also hecause of impor-
tant deviations from contract speeifications amnd from
HUD s minimmn stand s of livahiline amd vonstrue-
tion and beeanse there was a nerd to improve speci-
fications 1o asswre use of the mest appropriate
nuterinls

Although TTUD tdok some action concerning con-
AOs
position thie it shonld assion more nspectors (o insur:e
that the program s caried out in accordance with
approved  plans and procedures. Subsequent 1o the
issanice of GAQ's report, however, the Secretary of

struction deficiencies, it did nar aeree with G

st dar o rehebilitatioo:

DY dnfrened GAO that, as o result of decentraliz-
ine the operations of HUD, the new Geld organizations
womthd e i position to inerease surveillanes of loeal
rehahtlitation programs. s Report w sthe Congress,
BT s, N, 19 1071

51. Accelerating Construction and Reducing
Costs of Low-Rent Housing.- ‘The Department of
Housing wid Urban Development  HTUDY reviews
anid dpieaves bdeeted construction cosis oy {li'u]wscd

—rent howsing projects which serve as cost limita-
tiens (o Tocal honsine aatherites - LHAS | Bodeeted
costs were [requently based on unrealisiieally low cost
estnates which did nor velleog tocal presalmg con-

struction costs or additional costs due to changes i
e progecis. As a0 resudt, even the fowe bid for con-
SERURCTEE eN :‘r:!r)tl 1'-1||]'.'_{-I:L'i! Cosls i omany Ay,
Iieosueh coses, TUD veneradly penmitied an LA
t awand the contact only after it either 211 nego-
tated veduetions i the bid price with the lowest

bitlders Tor oh s in the seope of the contract work,

2 yesoliciied Bids o the basis of revised plans and
specifications, and. or 030 ebtained HUD's approval
of anoancrease o the hudected construeon ensts.
Uhese procedures usiadlv delaved construction by an
avernge of abour 2 months, increased local adminis-

and hnancing costs, and added 1o the work-
Acand 1L,

wrativ
Toaed of the 1.0



GALY expressed the beliel that resultant defavs and
HUL re-
vicwed cost esupnaies carelully belore approving cost
Hmitations and authovizing the LA 1o solicit bids

mereased costs conld be nininzed i 0!

24 the use of vecotiations was limited o as to obtain
the full benetit of compention, and 3. local housine

authorities were peiquired 1o prepure detanled
mates of the cost of propused changes as o hass for
negotiation.

FIUD was pessimistic abou the possibiiuy of prepar-
iy realistie cost estipates and Gid not aeree that local
authorities should be v

wed o use mdependent cos
ves for chanees, Ao, HUD
decided not o dralt eriteria settin

ESUIALES i pesotinting

s fovthy the ~|:i.‘(.iii<

cireunstances coverniy the award of contracts unda

the negonation method and the resolicitaton-of-hiek
method, HUD feels 1ok ble o leave the matie
of negotiation for ease-bw-case . ~solution rather thar,
w attempt the Sssuance o general euidelines for the
purpose. 1is FIUTYs befiel that ciienmstanees within
the various 1egions and cites are ton variable and
conditions are shifting wo vapidly w peom tie devel
HU T didd adop

soine revised procedures to hielp minimize processine

opment of such guidehnes at tis tne

delays and beaan o pilot audit of pertinent veviooal

oflice activites, Report to the Congress, B-111864,
A, b 1970

52. Evaluating Economic Feasibility of Insuring
Loans at Below-Market Interest Rates.—The De-
partment . of Flousing and Urban Developunents
SHUD
loan Tor purchase and rehabilitation of o 285-unit
apartment project was not supported by an adeguae
- financial analy

decision o sure a SEL nalifon wmoreaee

HULDY s polivy Tor insuring such Ioans at below-
of the
National Housing At provides for the asumpuon ol

Jmarket interest vates under section 22103

reasonable risks o achieve baportant social oijes tives
Abhiough FUD svas aware that there were sone ceo-

nomic risks involved

tUw project, the recond did
not clearl show thar (HIUD had deterined the ful!
extent of the cconmmnie risks.

Also, the basis for o mamber of decisions made by

LIUTY in approving mort nsirance for the projeet

appeaved questionable: <30 HIU) ¥s headguarters office
approved the insurande withont benehit of o Fair mar-
kevvalue appraisal of the property, 20 TTUT did nen,
- GALYs opinion. reasonably estimate the cost of je-
habilitatine llll"-'prnpr.:l_\. iy
r'mp:'i";l!ili;_{'. expenses sed by BUD i oevaluaong the

the estintate of annual
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Lives of

GG CXPenses wiiCE

Baave bt pediaona

apes tead go b i arped.

“t

sonew Lt hie

Ul agapareatend toneis agatnnag fred spn-

torr f bt s

et gl hcone

FLEEY stomend thuat st oseas aadonting 000 < podnn-

vaendation tat o lan tovabie apyaaisad be mde

el s Tor vadume properiy to be pebatunhitaed, Alseo,
o other GO peconmendations, HUD

APPIOPILAL CHpEsIs

WL e

Eoothe use of work write-ups e s buests Tor esthmating

v ol renatrhitainn:, 20 i allowainees fon

contnaeng s in estimating rebodalitaten conts anud
G the wse of current aned aveurate cperatine expense
date.  Report wr Congzessman Joel 1
OB, Sepa, 2

Browhatl, B

Manpower Training

53. Administration of the Job Opportunities in
the Business Sector (JOBS) Program. -The JOES

FRURESS S B destoned to assist dhsaddvanita :

LU R R
achien e soifesdBeoiencs throueh canploviment i pri

citerprise, s oope of e prineipad e

AT prodtialns
ary P9U6BE by the Iy
Nationad Alance of

Towas staetod in Ja ritent of

Labor e caoperation

Bustssessaern [l i

June 300 70 e Depaniment
A1 nthon o the progran.

the prozs GAO made the fol-

fad e atesd 3

Ay resiewd

fowine observations recatding the accumulazion of
it on Prestranm ilprl;llirnlh‘ and the manner mowhich

thes prroe e wins coneeived and designed:

Reporting v the Depariment and the Nauonal

AMee of
i

Sishiesinen on the ol naober of

o pledeed by business. tratnees Bired, nainees ter

mated, tatnees on board, and tee tranes eten-

ton rate was based wobstantially on daa tha, for
the miost st had ner been venttied and, i some
cases, was hased oninaccurare or asleading daca,
A revised and mproved  managenient information
svatei was put e we i Fewouary 1970,

As conceived, the JOBS program provided for
helping the disadvanraved o obiain meaningful em-
ploviment creditably well during penods of high
or rising cmplovinent levels but net during periods

of high or increasing nnemployment.

The JOBS prouran is not a job-creation program:
ordinanily it does not increase the number of exist-
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ing job openings. Therefore. during periods of de-

clining or relatively stable labor demand, it appears

to simply shift the burden of unemplovment from
disadvantaged persons to others.

The people whom the JOBS program was de-
signed to assist arce oo broad a cegment of the popu-
lation and include many who have no clear and
legitimate need for assistance under this type ol pro-
gram. Many persons enrolled under the existing
cligibility criteria appeared to require placement as-
sistance only, not costly on-the-job training and the
support services that are also integral parts of this
program,

GAO also reported a need for significant improve-
ments in the administration and operation of the pro-
gram. Contracting for on-the-job traizing on a fixed-
unit-price basis generally was not appropriate-—many
contracts provided for excessive payments to the con-
tractors; the number of job pledges by some prospective
employers were unrealistically high and not always
consistent with- their ability, or intention, to provide
jobs: a significant number of the jobs provided by
contractors paid low wages and appeared to afford
little or no opportunity for advancement; substantial
improvements were needed in the procedures and prac-
tices for ascertaining and documenting the eligibility
of persons for enrollment; and the Department’s failure
to scrutinize contractor pcr.[m‘mmu‘c perpetuated many
of the problems identified.

GAOQO's report contained a number of recommenda-
tions for improvement. The Department conzurred
for the most part with the recommendations and cited
various corrective actions that had been taken or were
being considered. In GAO's opinion, however, the
reasons cited by the Department for disagreeing with
the recommendation that contracting be on a cost-
reimbursemnent basis rather than a fixed-unit-price
basis were not valid. (Report to the Congress, B-
163922, Mar. 24,1971}

54, Effectiveness of the Special Impact Program
- in-Los Angeles in Meeting the Goal of Providing
- Jobs for the 'Disadvantaged.—GAO's 1eview of the
Department of Labor's Special Timpact program in Los
~ Angeles, Calif., showed that the program had fallen
far short of n‘('.ccmlﬁlis‘hin_z_: its goal of providing fobs for
the disadvantaged and had been poorls administered
" The j:-gpg'rnu-'l-'i_ ﬁ.lmrtc_nm__ings Were ¥
fact that at June 1. 1970, the 10 priv
who were to receive ahout S89 nallion o fzse o

1 COniraciors- -

build manufacturing facilivies and provide 3.751 hard-
core unemploved and disadvantaged persons training
and jobs —were emiploving only 326 persons and the
stipulated hiving periods had expirved for eight of the
10 contractors. Three contractors were involved in
bankrupiey proceedings and four had discontinued all
work under the contracts.

Specifically, GAO's review showed that (1) the pro-
aram was not well publicized and became known to the
contractors mainly through the efforts of the Los An-
geles invesunent banking firm which had collected fees
of $242,400 from nine of the contractors for services in
obtaining the contracts, (2% the basis for sclecting
contractors and establishing contract amounts was not
adecuately documented, and the doubtful fAnancial
position ol some coniractors appearcd to limit the pro-
gram'’s potential for success, (31 the terms of some of
the contracts did not adequately protect the Covern-
ment’s interest because they provided for the payment
to four contractors of all the contract funds before any
disadvantaged individuals had been hired, and four
contractors could retain a sizeable portion of the con-
tract funds even if they failed to hire any disadvan-
taged individuals, and {4% the Department’s monitor-
ing of the contractors” performance appeared to have
been inadequate during the critical early stages of the
program.

GAO concluded that the programn could have been
effective with proper planning, careful selection of
contractors, and adequate monitoring by the
Department.

The Department stated that GAO's findings con-
firmed those of an internal review made by the Depart-
ment in October 1969, that the Department’s Man-
power Administration concurred with GAO and had
implemented to the fullest extent possible GAO's
recommendations which were germane to the present
status of the program, and that all possible actions
were being taken to protect the interest of the
Government.

GAO concluded also that the Office of Economic
Opportunity, which has assumed responsibility for the
Special Tmpact program should, in its administration
of future projects, benefit from the problems experi-
encedd by the Department in its management of the
prevram me Los Anceles. 'Report to the Congress,
B- 168560, Oct. 7. 19707

55. Effectiveness of On-the-Job Training in
Appalachian Tennessee, - GAC reported a number
of wieaknesses m the training activities of the commu-



nity agencies and their subcontractors which were con-
ducting an on-the-job training program in Appalachian
Tennessee under contracts with the Departiment of
Labor. Through June 30, 1969, the Department had
spent about $2.8 million in Appalachian Tennessce to
train’ 8,700 workers under the on-the-job program
which is authorized by the Manpower Development
and Training Act of 1962. GAQ observed that:

Most of the emplovers visited by GAO were not
providing any training bevond that normally pro-
vided to new employees or generally were not hiring
persons with any less or diffevent gualifications from
those of versons they had previously hired under
their normal business practice. Under these circum-
stances, nothing of significanee was  being  ac-
complished by the program that was not being
accomplished  otherwise and Federal funds were
heing dissipated that could have been used for pro-
ductive on-the-job training activities.

A number of persons reported by employers as
receiving training for entrv-level jobs already pos-
sessedd extensive experience in the skill in which they
were supposedly being trained.

In some instances, employers were paid for a full
training period for enrollees who had not completed
their training or were included unde, vo training
subcontracts at the same time.

In many instances the community agencies en-
rolled persons for training who had not heen
s{:mcncd,.tcsted; counseled, or certified by the State
Employment Service.

In line with its national goal, the Departinent’s
contracts with the two community agencies provided
that at least 65 percent of the trainees be disad-
vantaged. One of the community agencies did not
meet this goal.

GAO reported that neither the Department nor the
community agencies had made any real effort to moni-
tor employers’ training activities, although the Depart-
ment is responsible for visiting the on-the-job training
contractors to develop comprehensive program infor-
mation. Increased monitoring might have detected and
helped to correct the weaknesses noted by GAO, Fur-
“ther, GAO reported that there was a need for closer

_coordination between the Deparunent, the State Em-
ployment Service, and community agencies to enhance
the_o(t_emll efTectiveness of the program.

The Department advised GAO that internal studies
conducted by it had produced substantially the same
conclusions as those reached by GAQ-and that in many
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cases steps had already been taken 1o correct the prob-
lems. GAO concinded that recent changes in the Man-
power Development and Traiming Act, providing for
wansfer of certain functions to the St ageneies, and
the Department’s proposed actions, il properly imple-
mented, should serve to improve the effectiveness and
the administration of the program. { Report to the Con-
aress, B-1168749, Nov, 13, 19707

56. Administration of Training Activities at a
Manpower Training Skills Center.——The Depart-
ments of Labor and Health, Education, and Welfare,
in cooperation with the Caiifornia State security em-
ployment and vocaticnal eduecational agencies, admin-
ister under the Manpower Development and Traming
Act of 1962, an institutional or classroom-type training
program for unemployved or underemploved persons at
the East Bay Skills Center in Oakland, Calif. GAO
reported the following weaknesses and problems in the
administration of this program:

Space acquired, renovated, and equipped was de-
signed to provide training to 1.500 individuals at one
time. However, from April 1965 to December 1969,
the center had an average monthly cnrollment of
only about 190 trainces. The facilities were not fully
usedd because. among other yewsons, the center's
method of funding its training courses on a project-
by-project basis was causing delays in initiating
follow-on training courses alter prior courses had
been completed, and the design of the training
courses did not readily permit new trainees to enter
into training positions made available through attri-
tion as the courses were proceeding.

Trainees frequently did not mect the enrollment
criterion that a person be in need of training to ob-
tain employment. Some trainees were physically or
emotionally handicapped and some appeared to
have possessed, at the time they were referved for
training, sufficient skills to obtain emplovment with-
out training.

Only limited counseling services were provided to
heip the trainees plan their vocational goals and
assist them with personal problems that would hin-
der their progress in getting a job, and records fre-
quently were not maintained on the counseling that
had been provided.

Contrary to the Manpower Development and
Training Act and to Department of Labor directives,
many trainees were paid training allowances for
unexcused absences.
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The local employinent security agency did not de-
velop needed information on the siatus of trainces
who left the center for employment and did not pro-
vide these trainces with such followup services as
additional training and placement services.

The Departinents of Labor and Health, Education,
and Wellare were in general agreement with GAQ’s
recommendations and outlined correetive actions to im-
prove the center’s operations,

Tt was GAO’s opinion that the problems noted could
have been identified and corrected earlier through
more appropriate and timely monitoring by the two
Federal Departments and their State counterparts.
(Report to the Congress, B-146879, Feb, 10, 19711

57. Administration of On-the-Job Training Con-.
tracts.-—The Department of Labor had 27 on-the-job
training rontracts in the Milwaukee area during 1968
and 1969 under the Manpower Development and
Training Act of 1962, These -contracts authorized a
total ‘of 1.333 training positions at a cost of about
S$1.259.000. GAQO reviewed six contracts which author-
ized 826 persons to be recruited for enrollment in train-
ing at a cost of ahout $655.000. Under the six contracts,
A9 percent of the persons recruited were 10 be disad-
vantaged, but only about 22 percent of the individuals
corolled in the program were designated as disadvan-
taged.

GAO also noted that of the 604 persons envolled
under the six contracts, 106 were cither provided with

training in temporary. part-time. or seasonal johs. or
were trained under the contractor’s regular training
program that existed pior o its receiving the contract.
Department regulations prohibit the use of Federal
funds for training persons for temporary or seasonal
work unless a combination of such employment pro-
vides the trainee with year-round employment. They
also prohibit wse of Federal funds for training
normally given by the contraetor, Federal funds are to
be used only for new. or additional waining cfforts,

The Department cited certain corvective actions that
nad been taken in -l'l';iI)DIl.‘iC o GAO's recommenda-
tons, { Report to the Assistant Secretary for Adminis-
tration, Department of Labor, Oct. 8, 1970:

58, Administration of Manpower Training Ac-
~tivities.
jobdevelopmient, and  joh placement aspects of

SAO ‘examined into the -wrainee sclection,

the on=thejob training and institutional training pro-
o grams coniducted by the Department of Labor and
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State emplovinent sccurity agencies under the Man-
power Development and Training Act - MDTA - of
1962, in the States of Oregon and Washington, Fron
the incepuon of the MDTA training programs in Au-
wust 1962 through June 300 1970, the Department
estimates that abour TRG0D persons in Oregon and
about 27600 persons in Washington were enrolled,
About $7.6 willion was spent in Oreson and $9.9 niil-
lion in Washington {for MDTN training during fiscal
vears 1908 through 1970,

The MIYTA requires that occupational training be
directed 10 those unemployed and underemploved per-
sons who cannot reasonably be expected o secure ap-
propriate full-tme emplovinent withont training. GAC)
noted, however, that individuals who already possessed
both marketable skills and recent work experience had
been referred 1o institutional training or on-the-joh
wraining by the St emploviment seearity agencies in
Oregon and Wishineton, These persons would have
been better served, in GAOYs opinion, i the State
ageney had placed them divectly o available jobs,

GAO also noted that the cllectiveness of MDTA
institutional training projects in Oregon and Washing-
twn could be cubanced through tncreased emphasis by
the Siate and local emploviment seeurity offices on job
development for, and meore timely placement of, per-
sons conspleting training. A primary goal of the oceu-
pational training  provided under the MIDTA s
suceessful emplovment. A Jarge percentage of the
program graduates included in a GAQ test were un-
emploved inmediately after completion of training.

The Department informed GACY that it had aken
action in consonance with GAO'S reconmmendations
for improving the administration of the program. {Re-
port 1o the Assistant Seeretary {for Administration, De-
partment of Labor, Oct. 12, 10700

59. Operation of the Cooperative Area Man-
power Planning System.—The Coopeiative Area
Manpower Planning Systemn { CAMPS s designed to
achieve interagency coordination in the planning and
execution of all federally supported manpower train-
my and supportive manpower services programs, The
Department of Labor provides leadership in the opera-
tion of CAMPS.

In surveving te operations of CAMPS. GAO noted
that it had enconntered problems in implementing Ex-
ccutive Order No. 11422, dated August 15, 1968, which
established the Government’s poliey of cooperative
planning and exeention of manpower iraining pro-
grams. Some of the main problems noted were:



Confusion ameng participating Federal and non-
Federal asencies conceming the specific objectives
and funcuons of CANMPS, particularly the role of
local-and area organizations,

Limited commiunent to CANMPS by the par-

ticipating Federal agencies and limited comamunica-
tion o the headquarters offices of these awendies
to their local counterparts.

Concern at the Joeal level that CAMDPS plans had
only a linited impact npon the manpower budger-

iy decisions of the Federal agencies,

GAO was advised hy the Department of Labor that
the structure of CAMDPS was being vevised, GAO
believes that this revision wmay help o correct these

problems. { Repart to the Assistant Secretary for Ad-
ministration, Department of Labor, May 28, 197)

i30. Training Under the Government Employees
Training Act.—The Government Employeces Train-
ing Act provides {or Government-sponsored programs
o supplement and extend self-education, self-improve-
ment, and sell-training by ‘employees. House Report
329, issued June 1, 1967, identified problems in em-
plovee training in the Government and recommended
certain improvements. GAQO reviewed the employee
training programs at U} installations of the Depart-
ment of Defense (1O to see what had been done
in’ response to the recommendations. :

The weaknesses identified in 1967 vegarding (rain-
ing costs continued 1o exist within the Departnent of
Defense during fiscal vear 1970, The military depart-

ments and agencies of DOD did not have adequate

accounting systems for ‘determining and reporting: ac-
curate ‘costs of training, and not all-of the training
costs were being identified in the cost accounting sys-
tems. Information reported o the Congress in the
annual training reports tended o give a distorted pic-
wire of the training programs that were being operated
under- the act because the cost of internal training.
which represents more than 75 percent of -the total
costs, was po® reported. Also, trainee salaries were 1ot
reported -as i training cost. GAO believes that this
15 the most sigr ificant cost-element in the Federal train-
ing program and should be reported.

“The cost shosn incthe annual training reports were
nov obtained from the accounting systens but from var-
jous source documents. In most L‘.:l:g("s. the source docu-
ments éither were not available for GAO's review or
could not be reconciled with the reports,
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Instructions issued by the military services and the
Defense Supply Avency for deternnining training needs
and  developing wraming plans generally  appeared
adequate but had not been elfectively nuplemented at
most ol the instadlations GAQ visited. Training selec-
tion procedures were eencrally Tairly applied but there

was a livde indication of a systermatic method of selec-

ton at some of the installations.

Tao correct these and other weaknesses observed in
the training program. GAO reconmended that the
Seeretary of Defense:

Consider identifving training costs in the aceount-
ing svstern o make these data available 1o managers
at all levels.

Insure that DOD Instruction 1143005, preseribing
policies and standarvds for conducting training. i«
properh implemented.

Inswre that adequate procedures and manage-
ment controls are established {for recording com-
pleted training in the personned files.

Promote increased emphasis on surveillance of
raining activides by the use of management review
aroups, mcluding internal auditors.

GAQ recommended also that the Civil Service
Clommission:

Provide leadership in recomimending or establish-
ing a uniform costing system for traming items to
insure that costs ave comparable.

Provide more frequent inspections of the training
activities at military departiments and agencies of
the Departinent of Defense.

DOD and the Civil Service Commission agreed, in
general, with the findings and cited corrective actions
which appeared v be responsive o the conditions
citedd in GAO's report. (Report to the Congress,
B-70896. May 25, 1971:

Mass Transportation

61. Determining the Amount of Granis.—The
Urban Mass Transportation Administration (UM
TA), Deparunent of ‘Transportation. administers a
capital grant program to assist State and local public
bodies in financing the acquisition, construetion, re-
improvement of facilitics and
cquipment used for providing mass transportation

construction, and

service in urban areas.

37



SECTION 1

The law requires that the wmount of a grant be
direetly refated o the net project eosr. In addition it
requites UMTA to estimate—on the basis of enginecr-
ing studies, studies of economic feasibilite, and data
showing the nature and extent of expeeted utilization
of the facilities and equipment—-what portion of the

cost of a proj

ect cannot be reasonably financed from

revenues of the transit svstem.

GAD's review of selected grants showed that UNMTA
did not obtain and evaluate the availability of transit
system vevenues prior to the award of a $28 million
grant and the subsequent approval of a $10 million
erant amendment. GAO believes that, if UNMTA had
obtained and evaluated Jata on the availability of
transit svstem revenues prior to the grant award and
approved amendment, it would have found that svs-
tem revenues were available which could have been
used to finance a part of the project’s cost,

GAO recommended that, in reviewing applications
for capital grants, UMTA establish policies, proce-
dures, and guidelines to insure that engineering studies,
studies of economic feasibility, and data showing the
nature and extent of expected utilization of the facili-
ties and equipment are obtained and evaluated in de-
termining the availability of system revenues and in
caleulating the net project cost 1o be assisted with
Federal grant funds. GAQ recomnmended also that
UMTA be required to adequately document its eval-
uations and conclusions based on such studies, ¢ Re-
port to the Seeretary of Transportation, B-169191.
June 20, 1971}

Maternal and Child Health Programs

62. Administration of Certain Research Grant
Programs.—An examination of the child welfare re-
search  and. demonstration grant program and the
maternal and child health and erippled children’s re-
search program showed that the Children’s Burean
consistently awarded grants-in exeess of the amounts
of funds needed, had not taken advantage of appor-
tunities: to assure the maximum use of grant funds
because of late expenditure reporting by grantees, and
did 1ot know whether findings of research projects were
being disseminated to interested individuals and or-
gﬁl]iznlidlts that might-l)enuﬁf from their use.

The Df_l)artmull of Health, Edu(“ltiml, and Wellare
(HEW Y stated that. GAO's report had generated seli-
'rxmnmaunu not only for the research grant programs
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discussed, but also for the entire grant administration
program. ITEW agreed to

i1 make more stringent
veviews of rescarch gram budeet requests, 20 study
its entive administrative processing of grants with a
view towards requiring prompter expenditure report-
ing by erantees, and 3 give increased attention o
rescarch utilization. « Report 1o the Secretary, THEW,
B-164031(3 , July 31. 1970}

Medicare Program

63. Payments for Services of Supervisory and
Teaching Physicians. -(GAQ's reviews of about $2.6
million of Medicare pavments Tor the se

vices of super-
visory and teaching phyvsicians at five teaching hospitals
in four States indicated servious problems in paving for
the physicians” services on a reasonable charge or fee-
for-service hasis under the supplementary medical in-
fpart B
The Medicare program is administeied by the Depart-
ment of Tealth, Education, and Welfare (HEW?.
The hospitals’ medical records showed that the phy-

surance portion of the Medicare program.

sicians’ services, paid by the Medicare program on a
fee-for-service basis under part B, had been furnished
in most cases only by residents and interns whose
salaries were reimbursable to the hospitals under the
hospital insurance (part A% portion of Medicare.

It i important that hillings to Medicare for super-
visory physicians” services be supported by evidence
that they were also involved i providing the services
because il payment for the services provided only by
vesidents and interns was made under both parts A
and B, Medicare would be paving twice for the same
service.

In addition 1o the problem of supporting the pro-
pricty of the supervisory physicians’ fees for the services

provided by residents and interns, there were also diffi-

culties in adinizistering the dual Mcdicare reimburse-

ment system vider which the services of the same

supervisory pli-cian may be reimbursed under both

part A on ihe basis of costs and part B on the basis

of fee-fo: -service. For example, for two of the hospitals,
GAQO veported that the costs claimed under part A
and the $723.000 already paid uader part B for the

services of salaried sapervisory pl ians exceeded the

hospitals’ reimbwsable Medicare  costs by about

$13-4,000.
Other problems reported by GAO inciuded diffi-




Establishing the "attending”™ physician-patient re-
lationship necessary o qualify for fee-for-service prav-
ment under THHEW reculations,

Clearly establishing that patients had authorized
Medicare payments to be made on their behalfl,

Establishing the required “customare”™ ar “pre-
vailing™ charge for physicians services when major
health insurers other than Medicare do not pav for
sinilar services,

At June 30, 1971, the Congress was considering
vhanges in the Medicare legislation which, under cer-
win circumstances, would provide for paving for su-

pervisory and teaching physicians’ services in hospitals
on a cost basis under part A rather than under the
traditional fee-for-service basis. Also, HEW was taking
action to determine the extent of and 1o recover the
questionable or exces

sive Medicare pavinents disclosed
by GAOYs veviews, {Reports to the chainmen., Senate
Finance Comnnittee and House Ways and Means Com-
mittee, B-161031 040 Aug, 21, 1970 Sept. 30, 1970;
Nov. 13, 1970: Dec. 4, 1970; and Dec. 22, 1970

64, Delays in Cost Settlements for Health Serv-
ices Furnished Under Medicare.—Federal payments
te institutions, principally hospitals, for health services
provided to Medicare patients usually are made
lhi'ough fiscal intermediaries acting under contracts
with the T)cPa::lmcnl-ol' Health, Education, and Wel-
fare (HEW) and administered by the Social Security
Administration (S8A). For fiscal vears 1967 through
1969 such institutions were paid about $11 billion for
the costs of furnishing services to Medicare patients, of
which about $10 billion was paid to hospitals. The pay-
ments were made on an estimated basis, subject to ad-
justments at the end of cach institution’s Medicare
reporting period.

GAO noted that, because of lengthy delays in making
settlements, billions of Medicare dollars had been paid
out on the basis of the estimated cost of serviees long
since incurred and which had not been afforded an
appropriate final accounting or timely review by the
intermediaries and the Federal Government. At Sep-
tember 30, lE‘I?U—ovc_:r 3 years after the end of the
reporting periods for the first year under Medicare—
final settlements for the cost of care provided had been
made with only 68 percent of the 2,245 hospitals in-
_t:l\:ld_cd;iﬂ GAQO's review.

There were delays in every step of the settlement
process, from the preparation of cost reports by hos-
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pitals, through the audit of cost reports by intermedi-
aries, 1o the inal settdement or agreement with hospitais
concerning their aciual and reasonable Medicare cosis
to be reimbursed under the program.

Some of the delays were attributed in part o the use
of an HEW-authorized reiinbusement method which
resulied in Medicare pavinents that included private
room costs, which were not covered under the Medi-
care program, and delivery room costs, which were not
applicable o Medicare patients. In line with GAO's
reconnmendation that HEW discontinue or modify this
questionable reimbursement method, HEW ook ac-
tion which it estunated would reduee Medicare costs
by about S100 mallion in fiscal vear 19720 TIEW also
aureed 1o take other actions o line with GAO recom-
mendations o puprove the process ol making seule-
ments,  Report to the Congress, Bo16H031 4 June 23,
1971

65. Consolidation of Claims Processing Activ-
ities.- Under
services, which are 1 be hased on reasonable charges.

Medicare, payments for physicians’

are made by about 50 separate cariers under contracts
with the Social Security: Administration (S8SA L De-
partment of Health, Education, and Welfare (FIEW).
Each carrier pavs benefits in designated geographical
areas of the United States hut does not pay Medicare
benefits for elicible railroad workers and annuitants of
the Railvoad Retivement Board (RRB}. The Board,
under a delegation of authority from 554, had con-
tracted with a separate carrier to make payments for
about 810,000 heneficiaric

the nearly 19 million persons eligible for physicians’

Hess than 5 percent of

services under Medicare,

GAO reported that the arrangement of having a
separate natiovwide carrier pay Medicare claims on
behall of workers and annuitants of the Railroad Re-
tirement Board was not the most eficient and effective
arrangement for making such pavments because:

The Board’s carrvier could not determine, in the
manner preseribed by SSAL whether physicians'
charges were reasonable.

The determinations of reasonable charges by the
Board’s carrier and by the SSA carriers differed in
the same geographical arcas. As a result, benefit

payments by the RRB earrier in fiscal year 1970 we

al.out $2.9 millien higher than the payments that
would have been made by the SSA carriers for like
medical services,
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The nse of a separate carrier 1o process railroad-

related claims resulted inincreased administrative
eosts of about $2.8 million a year.

GAQO recommended that TIEW arranee to have the
railroad-related claims paid by the S8\ carriers, HEW
stated that it was not prepared, without additional
review, o accept GAO's recommendation that the
claims processing aruvities be consolidated. and said
that, as an alternative, n planned to have the RRB
carrier experiment in determing reasonable charges
for physicians’ services, GAO suggested that the Con-
aress might wish to consider the recommendation for
consolidation and review the plans for the proposed
experiments. { Report to the Congress, 13- 1640731 (47,
Jan. 21, 19713

66. Determining Reasonableness of Physicians'
Charges.-—GAQO's reviews showed a need for the So-
cial Security Administration (SSAY. Department of
Health, Education, and Welfare {HEW), to closely
monitor the pracedures used by selected Medicare car-
riers to determine the reasonableness of physicians’
charges and to process and pay Medicare claims, In-
stances were noted where benefit payments had ex-
ceeded the charges established as reasonable by the
carriers, where duplicate payments had been made.
“and where pasyments had been made without evidence
that the (‘|lﬂl'ge.s were reasanable, A|50: errors were
notéd-in coding and recording customary charge data
which contributed to improper payments. and instances
were observed where pavments had been made for
noncovered services and where required saleguards
against payments for unnecessary medical services had
not’ been implemented.

Although the carriers and SSA had made improve-
ments in the processing of claims and in the overall
administration of the Medicare program., GAQO he-
lieved that further improvements were needed. GAO
“therefore recommended that the Secretary of HEW
provide  for: )

More effective surveillance by SSA of carriers’
claims processing activities.

An evaluation by SSA-of the effectiveness of

the corrective actions taken or planned to be taken

" i il-l'lpl'i.')“

‘ing claims processing.

A review and evaluation of the regulations which
- allowed ecarriers to miake assumptions concerning
“the nature and extent of services provided and to
“determine I;ow_ much latitude carriers should have
~in-determining the reasonableness of -charges.
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HEW advised GAO that onsite representatives had
been placed with all the larger Medicare carners to
sty their claiins processing activities and that new
instructions had been issued which require each carrier
w establish a guality control progran. the implemen-
tation of which shonld meet certain mininun stand-
ards, (Report o the Congress, B 16403104, Dee. 31,
1970, and reports to the Commissioner, SSA. Oct. 29,
1970 Dec. 21, 1970 and Dec, 31, 1970)

Model Cities Program

67. Advances of Funds.- -GAO noted that a City
Demonstration Ageney (CDA) had advanced model
cities grant funds received from the Department of
Housing and Urban Development {HUD' w0 operat-
ing agencies without Tully evaluating their immediate
cash needs ane requirements. GAO estimated that if
the CDA had advanced these Tunds more closely in
line with actual cash needs, the Federal Government
could have saved about $26.000 in interest during
1970,

In response to GAO's suggestions, HUD informed
GAO of certain steps it had taken to minimize such
premature advances, {Report o the Assistant Sec-
retary for Community Development, HUT, Apr. 8,
1971

Open-Space Land Program

68. Leasing of Land.—Under the open-space
land progriun, administered by the Department of
Housing and Urban Development (HUD}, Federal
wrants are provided to States and loeal public bodies
{grantees! 1o acquire and’/or develop land to help
curb urban sprawl, 1o assist in preventing the spread
of urban blight, 1o encourage economic urban devel-
upment, to provide parks and reereational areas. and
w preserve conservation, scenic, and historic land
areas.

GAO noted during a survey that certain grantees
were teasing land acquired under the program without
obtaining HUD's approval, contrary to the require-
meints of the orant contracts. GAO therefore under-
ook a review of the program. GAQO found that HUD
had not established  procedures for insuring that
srantees were obtaiming HUD's approval prior to leas-
ing open-space land and had not developed require-



menis or guidelines relating 10 the use of revenues
veceived by grantees (rom such leasing.
SAQs suggestions, HUD  stated
that instructions had been issued to all vegional ad-
ministrators requiring that 11
reviews be made of certain erants awarded prior to
January 1, 1970, on which delays in the acquisition
and/or development of the land were being experi-
enced and that appropriate action he taken. (2] com-
pliance site inspections he scheduled for certain proj-
ects approved during liscal years 1962 through 1968
and that appropriate action be taken on any contvact
violatons disclosed, and (3} all wrantees certily o
HUD that the terns and conditions of their open-
space land grant contracts are heing met,

HUD also stated that information relative 1o its
approval of leases and the use of lease revenues would

In response 1o

reviews and followup

be included in a consolidated program guide being
drafted. { Report to the Congress, B-168174, June 16,
19711

Urban Renewal Program

69. Allocation of Funds To Meet National Hous-
ing Goals.—The Department of Housing and Urban
Development (HUD? needs an improved system to
better insure that the projects it helps support are
responsive to the greatest needs of the cities in relation
to the national housing goal—the realization of a de-
cent home and a suitable living environment for every

American family as soon as [easible,

‘The need for an improved system was evidenced by
the effect the urban renewal program had on the
supply. of housing for low- and moderate-income fam-
ilies. GAO reported that (1) there was a significant
reduction in housing for low- and moderate-income
families in-project arcas nationwide, (2) there was a

8s

significant yeduction in the land area used and sched-
uled for use for residential purposes in project areas,
and {3} in 324 cities, urban renewal had resulted in
the d('nm_}ilim]- ol about 88,000 more dwelling units
than were constructed for low- and moderate-income
families under all HUD programs from 1949 through
- June 30, 1968. '

HUD advised GAQ that it was engaged in devising
a-satisfactory set.of objectives and criteria and a satis-
I::i:iory. resource allocation system for the urban ve-
" newal program. HUD regarded as unjustified GAO's
- conelusion that pre

ram:funds had not been effectively

SECTION |

allovied ou the basis that GAO's analysis dealt only
with the housing aspeet of the urban renewal program.

GAQ recounizes thit the progrant has aoals other than

housing but believes that achievenient of these goals
should be soushit in a manner that does not result in o
signibicant reduction in the housing available to low-
and moderate-income fanilies,

GAO believes that HUD needs a resonree allocation
svstern that would be applicable o each of its various
programs for ussisting in attaining the national housing
goal and that 1s consideration of asvsten should not
be lunited 1o the wrban renewal program. GAQO be-
lieves also that HUTD should consider reevaluating ur-
ban renewal pojects involving  redevelopment pri-
marily for nomesidential purposes that are in the
planning stage o if i the execution stage, thit have
siguilicant Jand areas sill uneommined for redevelop-
mere (Report o the Congress, B-118754, Oct. 2,
197074

70. Administration of Workable Program Re-
quirements.—To be eligible for Federal financial
assistance under the urban renewal proeram and cer-
tain other programs. adiministered by the Deparunent

of Housing and Urban Developrment (HU cities

are required by b o develop workable programs for
community improvement. These programs are designed
to encourage cities to identify and atempr to alleviate
their problems of blight and deteriaration on a self-
help and continuing hasis.

Although HUIYs requirements for workable pro-
grams are explicit, HUD aceepted workable program
submissions and issued certifications of eligibility with-
out assuring that the requirements were being met. In
GAQO's apinion, HUTY's actions in thus certifying work-
able programs were contrary to the intent of the legis-
lation and worked to eliminate some of the incentives
for cities to undertake effective self-help programs.

GAO stated that until HUD improved the quality
ol its reviews to assure that accurate and refiable infor-

mation is reported and was willing to withhold or at
least restrict certifications to assure that cvities meet
program requirements, HUD's administration of work-
able programs would continue to be somewhat less
than adequate.

I response 1o GAO's recommendations for improve-
ment, HUD stated that, following delegation of au-
thority 1o approve workable programs to recently
established area offices, the responsibilities were being
discharged more adequately and effectively. (Report
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to the Assistant Sccrviary for Metropolitan Planming
and Development, HUD. Oct. 19, 149700

Wage Rate Determinations

71. Establishing Minimum Wage Rates Under
the Davis-Bacon Act for Federally Financed Hous-
ing Projects.—Under the Davis-Bacon Act, the De-
pariment of Labor preseribes the minimum wage rates
10 be paid to workers on constriction of milit; v hous-
ing, low-rent public housing, and other federally (i-
nanced housing projects. Such rates are 1o be based
on rates prevailing for corresponding classes of laborers
and mechanics emploved on similar projects in the ciey,
town, or other civil subdivision where the work is 1o
be performed.

GAO's yeview of the rates determined by the De-
partment for seven [ederally fnanced housing projects
in four areas in New Jersey, Oklahoni; Pennsvlvania,
and Virginia showed that the vates were higher than
the rates prevailing in these areas for similar private
residential housing construction projects. The rates
prescribed by the Department for these projects were

the union-negotiated rates generally applicable wo com-
mercial building conistruction. The Department’s files,
however, did not contain adequate data to justify thit
such negotiated rates were in fact prevailing on residen-
tial housing construction. GAQO's review showed also
that there were inconsistencies in the Department's

determinations nl‘-pl't'\‘niling wage rates for federally
financed public honsing projects and for housing proj-
ects financed under federally insured mortgage loans
for the same area.

GAO-estimated that the higher wage rates increased
thie $15.6 million contract costs of the seven projects
by about $2.4+ million.

Also, at the time ol GAO's review four federally
hnanced housing: projects had been authorized for
construction but had not been started in Oklahoma
and New Jersey. GAO estimated that; if the Diepart-

rates for the

ment's higher preseribed minimum v
federally financed housing projects were used. the
extr construction. costs on these four planned housing
projects would be about §1.5 million of total estimated
construction costs of $8.9 million.

Although' the Department appeared to have imi-
proved 1(:. ‘wage determination operations in the last
few: years. GAO's review indicated that the Depart-
ment had not taken ‘action to determine residential
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constritction wage 1aws for most of the federally fi-
nanced housing projects.

The Department agreed with GAO's recommenda-
tions and stated that action was heing taken to (1)
seek wage determinations which reflect accurately the
prevailing waue
tion, (2]

rates for residential housing construc-
vonduct more on-site surveys, contingent on
favorahle action on buvget requests for addidonal field
stafl, (3 revise its procedures to clarify distinctions
between ditferent types of construction and o facili-
tate more adequate collection of relevant data, and
1 obtain from  the Depaviment of Housing and
Urban  Development wage  data on  residential
construction.

During appropriation hearings for fiseal vear 1971,
the Department informed the House Subcommittee on
Appropriations of the corrective action being taken as
aresult of GAO's recommendations and estimated that
savings of $60 million annually could be realized by
the Federal Government by using
rates instead of commercial

residential wage
rates as the minimum
rates for federally financed housing constraction. This
potential savings was based on an estimate of $3 bil-
lion of Tederally financed public housing construction.
"Report to the Congress. B-146842. \ug. 1970

Water Pollution Control

72, Operation and Maintenance of Municipal
Waste Treatment Plants.—The Env
tection Ageney  EPAG

onmental Pro-
Sfommerly the Pederal Water

Quality Administration, Deparunent of the Intevior)
has awarded substantial amounts of Federal funds to
State and local governments and interstate commis-
sions for the comstruction of waste treatment facilities.
LPA estimated that local goverminents were spending
between $150 and $200 million 2 vear to operate and
maintain waste treatment plants.

Operation and maintenance problems have been
widespread for many vears and have resulted in ineffi-

vient plant operatons. A widespread oceurrence of

these problens was shown ta exist during a nationwide

study of 1500 waste teatment plams conducted by
EPA in fiscal vears 1963-65 and more currently by
GAO's review of 69 se
reports available for 54 of the 69 plants showed that
operation. mechanical, or structural problems existed

at <10 plants.

lected plants. EPA's inspection
|




GAO expressed the heliel that operation and -
tenance problems have resulted from a lack of quali-

fied operating personunel, inadequate co trols over

industrial wastes. and inadeguate plant desim o Lk
of adequate equipment.

EPA and the States have established certain proce-
dures for preventing, detecting, and <o recting operi-
tion and maintenance problems. However, they liave
acknowledged 4 need o Turther develop such proce-
dures and are considering a munber of proposals for
improving plant operation and maintenance.

GAQ recommended that EPA:

b
hensive guidelines for use by municipalities, States,
and EPA in determining the provisions necessary
for insuring proper and cfficient operation and
mairienance of municipal waste teatunent plants.

Gather and disseminate infornmtion to help the
States identify, develop, and implement more ef-
fective procedures for the prevention, detection, and
correction. of “plant operation and maintenance
problems.

stablish in vooperaten with the States, compre-

GAO recommended also that, to avoeid duplication
of effort, EPA discontinue its plant operation and
maintenance inspections except for the purpose of pe-
riodically evaluating the State procedures.

In July 1970, EPA amended its regulations o
require assuranees from (1) grant applicants that pos-
sible: harmful indusiial wastes will receive pretreat-
ment  prior to discharge into the municipal sewage
systent and (23 State water pollution control agencies
that tl.c“‘l)' completed facilities would be inspected at
least. annually for the firsm 3 vears and periodically
theréafter. EPA also prepared guidelines dealing with
plant design and operation and maintenance, and cs-
tablished an operation and maintenance function in
cach region to assist the States in developing their
pro, rams. {Report (o the Congress, B-166308, Sept. 1,

1970}

73. Controlling “Industrial Water Pollution.
State govermnents have primary responsibility for con-
vrolling water pollution. GAO's study of 14 waterways
in- five: States showed. that somie progress had been
- made ih'illk\:illg industrial water pollution, but that

much more needed to be done, The approach, emmpha-

sis. and “achicvements attained varied from State to
State. In some States, prodding by the State govern-

nient together with public pressure had spurred indus-
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try o action. i ader States, few tangible results could
be seen. Wide variances 0 the fevels of mancine and
stafline of the five State pollinion control avencies af-
tected the SCEEt o il il(ll'\pl.u ¥ of the State prosrams.
Etfective plann
1rob

i had been hampered by such
lems as the Lck of dat on the tvpes and extent

of poliutants being dumped into the waterways by
mdustey and the lack of knowledee of the effvet of
certim |'J{\”t1[.ll'll"a (811 the waler,

The five States included in GACYs review generally

red polleters @ provide secondary treaunent or

its eqquivalent, The requirement is due, at least in part,
o encouragement from the Environmental Protection
Agency CEPA - lormerdy the Federal Water Quality

Adnnmistration. Department of the Intenor . How-

CAVer. st l'l'l!(l'.ll'_\ reatment may not &l.l\\'.'ll\"i be neces-

sary o achieve desived water uses. A requiremnent for
such treatment canresult in addivional capital expendi-
tves and operating costs without increasing water
USCS.

I addition, enforcement action against polluters
had been hindered by a lack of (1) information ou
trends in water quality and progress bring made w
meet State nnplementation schedules, “2) authority
to enforce specific effuent restrictions, and 3} anthor-
iy 1o enforee dates set for implementing abatement

measures without alse having to show a vielation of
water quality standards or endangerment of health
and wellfare -a procedure which could be costly and
time consuming.

EPA’s actions, which met GAQ's recommendations,
included i 11 revising its suidelines for the preparation
of State implementation plans to require submission
of the needed enforcement data and (2 developing
an industrial waste inventory through the Corps of
Engineers pennit program and a voluntary question-
naire program. EPA disagreed, however. with GAO's
position regarding the sccondary treaument require-
nient.

GAO recommended that the Congress consider the
matters discussed in the report during its deliberations
on proposed water pollution contret legislation. GAO
recommended also that the Congress consider whether
applicants for Federal grants should be required to
provide secondary treaument even in those cases where
less than secondary treatment would result in meeting
the water quality standards established by the States
and approved by the Federal Government. {Report to
the Congress, B-166506, Dec. 2, 1970}
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Water Resources Development Program

74. Evaluating the Need for Certain Power
Transmission Facilities.-— The Department of the
Interior began work in 19635 on the Cehlo-NMead proj-
ect, which consists of a direct-current electrie rans-
mission line and associated terminals and alternating-
current transmission lines between certain points i
Oregon and Arizona, as part of the Pacific Northwest-
Sduthwest Intertie program to connect the electrical
systemns of nine Western States. The Secretary of the
Interior, in advising the Conuress on the feasibility of
the project in Octcber 1964, stated that the demand
for electric power from Celilo-Mead would be sufh-
cient to recover the cost of the project sithin 50 years,

In Jate 1967 and early 1968 GAO contacted poten-
tial wsers of the project and found that the anueipated
demand {or power from the project was considerably
less than lorecasted by the Department in s feasibility
report. In addition. information was available to the
Department as carly as 1966 which indicated that the
dernand for power from the project might not mate-
rialize o the extént necessiy to make the project
self=lquidating within the S0-vemr period.

In May 1968, GAO requested the Deparunent’s
views on the need o reevaluate the desirability of
completing construction of the project. The Depart-
ment reported m January 1969 that a neaw study re-
afirmed that the cost of the project would be recov-
ered i 50 vears: In March 1969, GAO examined the
new study, met with potenual vsers of the project and
Department officiils, and concluded thai the Depart-
ment’s projected demand for Celilo-NMead power was
stenitficantly overstated. As a result of the information
developed in March 1969, the Department, in May
1969, postponed completion of the project and stated
that it would 1eexamine the need for the project at a
future date.

The Department's action  delaved  and  possibly
avaided an expenditure of $138 mullion. The project
was estimated to cost $183 million to construet and the
Deparmment had expended S47 mullion. I the project
is never completed, constructed Tacilities costing $37
million probably could be used in the Department’s
normal electric power operations. Some portion of the
other facilities costing $10 million may be of lin
~value even if the projectis completed.

GAO recommended that, in evaluating the need to
complete the project: the Department attempt to ob-

tain -from potential users commiunents for . use
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thev would make of the project. contingent upon the
project heing in service by a spectlie date. GAQO fur-
ther recommended that 15 conunitments could not he
obtiined. the Conuress should be advised of the proh-
lem so it could reconsider authorizaton of the project.
The Department expressed general disagreement with
these reconuendations. GAQ continues 1o believe,
however. that the recommendations bave merit since
their adopton would show whether there will be a
need for the project in the future and whether the
project will be self-hquidating,  Report to the Con-
aress, B- 16106 1, Auw, 5, 1970

75. Guidance for Relocating Roads and Bridges
at Water Resources Projects. —Roads and bridges
to be relocated as a result of the construction of «
water resources project must be construeted in accord-
ance with the Flood Control Act of 1960, as amended
¢33 U.S.C. 70ir=1{ct
be borne by the Federal Government. The act directs
that a relocated road or bridee must be desiened on

oo i1f the cost of relocation 1s to

the basis of current trafhe and constructed in accord-
ance with applicable State or county standards-—il a
facility 15 constructed o higher standards, the addi-
aonal co:t must be paid by the owner.

The Atbarn-Foresthill Bridee i Calilornia is being
constructed to et projected traflic needs. and the
Burcau of Reclamavon. Department of the Interior,
= hnancine the entive cost, meludine at least $1.0 mil-
fion o construct the bridee 1o meet projected rather
thaa current tralhe needs, The Bureau’s position was
that the bridee could be relocated and federaily h-
neneed under the eenerad leeslanion which authorzed
construction of the Aubnie-Folsom South Unit, rather
than under the Plood Control Aot of 1960, as amendled.

GAO advised the Department that the Flood Con-
trol et of 1960, as amended, was the proper legisla-
ton for refocating the bridee and that s provisions
must be followed. Subsequenty, Tesishuion was enacted
spectlically authorizing the Bureau's desten for the
brideoe,

Althongh the question regarding the authority of
the Bureau o hance the entire cost of the bridee was
resolved . by the new jegislation, GAQ believes thai
similar problems may be encountered i the future at
other projects and recommended thar the Bureau es-
tablish policies and proceduves for relocating roads
and bridees in accordance with the Flood Control Act
of 1960, as amended.
B 123045, May 7, 1071

[Report o the Congress,



76. Unnecessary Replacement of Roads and
Bridges at Water Resources Projects.—The Bureau
of Reclamation. Department of the Interior. is plan-
ning to construct a modern two-ine, all-weather paved
road, with two bridges, o veplace certain little-used
dirt roads and river crossings which will be inundated
as a result ol the Aubwrn Dam and Reservonr in Cali-
fornia. The estimated cost of the new road and the two
bridees is $26.2 million.

Based on the conditions of the existing roads. the cur-
rent traflic, the purposes served, and the availability of
other roads and brideges to serve existing vaflic, GAO
reported that replacement was not justiied and recoms-
mended that the roads and bridges be abandoned with-
out reptacement. The Bureau advised that it did not

Amﬁ_ng_ﬂw lttle-used dirt roads and bridges (o be

Ponderosa Way— appronching washed out croning of the
Middle Fork of the American Ricer,

77. Consideration of Project Benefits as Well
as. Costs in Relocating Roads and Bridges at a
Water Resources Project.- The Bureau of Recla-
mation, Departinent of the Interior. plans to relocate
existing State [hghway 49 across the crest of the Au-

'l'..lH"-:f_.iGt‘ A e

replaced by a new hghean

SECTION 1|

agree with the recommendauon and that, in adopting
s feasbibte report and authorizing the project, the
Congress recovmzed the need for replacing then
Newther the feastbalite veport nor the lemisiation au-
tiotizing the project, howeser, requies the replace
et of b extsting roads and bridees or restricts the
Burean from abandomme existing roads and bridges
iosuch action b oindrated as aoresule of more detanled
stachies of the nallic necds of te aren GAQ continues
to believe thiat the reconmnended  action should  be
taken CoNO) believes also thay the Burean should de-
velop criteria for dewermimng when roads or briduees
alfected by Burean projecs should  be abandoned
rather than replaced,
125045, NMay 7. 1971

Report to the Congress, B-

goeten casting 8200 amliten,

Fonderosa Way-—washed out bridge across the Middle Fork
of the American River.

burn Dam in California at an estumated cost of $10.5
mition. Based upon rough estimates provided by the
Burean, GAO stated that $5.9 million could possibly be
saved by relocating the rond downstream from the cham.
More imiportantly, this alternative location would per-
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mit annual denefits—the value of products or services
vesulting fromn the project=-of as much as 839 million
to begin to he realized from the Auburn project 3 vears
g

The Deparunent stated that a nore detailed cost
estimate for relocating Highway 49 downstream from
the dam wonld probably be considerably higher than
the 55 million rough estimate and that it appeared
highlyv doubtful that the Office of Management and
Budget and the Congress would be amenable o ap-
propriating funds sullicient for the relocation and the
dam construction 10 be undertaken at the same time,
which would be necessary if project benefits were to be
realized sooner.

GAO recoenized that the 85 million estimate for ve-
locating the bridee downstream from the dam was not
a refined estimate but that the potential savings were
significant enough to justify having a more detailed
estimate prepared for use in determining the alternate

L&riE |

route more advantageous to the Government, Also, a
number of other alternative routes existed which had
the advantage of pennitting project benefits to be
realized sooner than the route selected by the Bureau.

The: Deparoment’s comment that the Coagress and
the Office of Management and Budget would not ap-
propriate, simultancously, the funds needed for re-
locating the voad and constructing the dam is semne-
what speculative. GAQ stated that the Bureau should
decide the most cconomical plan for relocating the
highway and provide justification for that plan when
requesting the necessiary appropriations.

GAQ recommended that the Burean make a detailed
study of the estimated cost of the downstream route
and determine which of the several alternatives is the
most ecenomical when both costs and benefits are con-
sidered. GAO also recommiended that the Bureau de-
velop procedures for all Bureau water resources proj-
cets to provide for consideration .+ the effect that road
and bridge relocations will have on the realization of
project benefits. (Report to the Congress, B-125045,
Aay 7. 1971)

78. Comparability of Design Alternatives for
Federal Water Resources Projects.-—Both the Corps
of Engineers (Civil Funetions®, Department of the
Army, and the Bureau of Reclonation, Department of
the Interior, plan, construct, and operate similar water
resourees projects, bur have different design proce-
dures and practices. GAO reported that substantial
savings could be aclieved by improved coordination
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and dissemination of desten information and weh-

nicues benween the tyvo a

The Bureas has made significant progress in the de-
sien and construction of arch dams which, under cer-
tain conditions, have significat adsantages over other
wpes of dams, while the Corp. his no kept abreast
of the advancements i arch donn desion o the same
degree as the Burean, The Corps tray have comstreted
other tvpes of dams at locations where arch dams
might have been move suttable, As an exinpple, GAQ
noted that the construction of an arch dam at the
Corps” New Melones project in Califormia would have
resulted i savines of about $9 mullion over the pro-
posed rock-Hill dam.

GAQ abso reported that guidance was needed for
evaluating desien alternatves, The Bureau constructed
an unreinforced-concerete hning for the-San Luis Canal
in California. A more carefully prepared evaluation of
the desien aliernatives would have shown a cost ad-
vintage of $12 million in favor of an earth lining rather
than the conerete ining chosen by the Bureau.

GAO concluded that the matters discussed in its
report. both with respect o the tpe of dam for the
New Melones project and the v of lining for the
San Luis Canal, indicated @ need to develop guidelines
setting forth factors, including thoese for making cost
comparisons, that e 1o he considered in evaluating
desion alternatives,

I response 10 GAO recommendations, the Corps
and the Bureau entered into a writtea agreement to
exchange useful information. Also, the Corps aureed to
consider use of certaim Bureaw practices that GAO had
called to its attention. (Report to the Congress, B-
125043, Apr. 6. 1971

79, Contributions for Non-Federal Water Re-
sources Projects.—The procedures used by the
Corps of Engincers /Civil Functions:. Departiment of
the Army, for computing the Federal contribution for
flood contral features on water resources projects con-
structed by non-TFederal agencies did not protect the
Government {rom unbalancing of contract costs by the
contractor for the various items of work.

Unbalancing. of contract costs oceurs when a con-
uctor-—to obtan

hivher progress pavments in the

carly stages of a contract-—assiens a higher cost than
had been estimated o those items of work, such as ex-
cavation. that will he completed first and a correspond-
mghe lower cost to items that will be completed later
There

{ore, although the total cost of a project may not



merease, unbalancin

¢ ay result inothe Governnent's
contributing more i it should hecause its contri-
hution is determined. by applying a percentage 1o the
costof certain features of the project.

GAO recommended that the Federal contribution be
Dbased on the ratio ol project cost allocated 10 flood
control to the total project costinstead of Tollowing the
Clorps’ procedures of applying a percentase to the cost
of certain features of the project, A estimated that

the Clowermmest o
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i nooe saved about 517 million

At two State projects in Cabiforniaol the Federa) con-

ribition had been detenmined tonoueh use” of the

reconunended procedure.

cordance with GAQYs
mg the Federal connb

The (,',m-ps :lj.;]‘t'!'tl 10ty e ity ]JI'IIi'l'lilUl'\. 1A

seotnmendation, for determin-
1on L projects where unbal-

anced contractor costs e possible,  Report 1o the

Se

retary of the Army. B-16794 1 July 300 19750,
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INTERNATIONAL ACTIVITIES

Foreign Assistance Programs

80. Administration of the Military Assistance
Training Program.—GAO, at the request of the
chairman, Senate Committee on Foreign Relations,
performed a detailed review of the militury assistunee
training program in 10 recipient countries, In recent
vears, according to GAQO, the total funds provided for
the training of foreign military personnel under this
program have averaged about $7-4 million a vear.

In assessing the training against the military re-
quirements and resources of recipient countries, GAO
found that some of the training was unnecessary or
was not of high priority. Some of the training pro-

tidents from Trancondue
Training Program.

vided s related o eguiprment not on hand. An ex-

ks is the LS, ta

ning of Thai personnel at

a oot of S$I00L0G 1o operate a missile svstem which
would not be installed for some vears.

In addivon, GAO noted that the military advisers
vave imadequate consideration to the recipient coun-
ties” capabilitics 1o provide training from their own
resonrces and no effort was made by the advisers o
correlate the military  assistance o1 service-funded
training programs with other US. Government train-
g programs.

Finally, in the selection of foreign students w be
trained. the report noted that U.S. advisers did not

soils lah teitr tn « U Army comrse at Fort Belroir, Va.

snder the Military, Assistanee



take the necessary steps e nsure that asaethoem num-

ber nf t;u;llilir:(l candidates were nonted, soreened,

and tested in thoe sothat they would be wvailable w

attend seheduied wmning cowrses, As o resale, some

courses had o be canceled or deferved, and in other

cases, marginally quabined and ungualitied personnel

entered ino the uaining program.

i
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Seane reesamnation of the overall program, 1o

whdch sienihcant costs are beimg incurved, may he ap-

oy adiin-

propriate hecauss of s dess than sau
stration Inoview of thi. GAQ reconunended vwo
altermatives for consideration: 1 concentrating more
effort by U 8. advisers on plinning, programming, ad-

ministering, and supervising the tramning program 1o

Korean navigators receiving training from a U.S. Air Force adviser in Korea,

achieve effective management or (21 reducing the size
of the training program so that it can be eflectively
managed with presently authorized siafls,

GAO stated in the report that the commitiees of the
Congress might wish to consider the desivability of
enacting legisluion requiving the Secretary of Defense
ablish a measurement svstem to assist in deter-

mining the eftfectiveness of expenditures for the mili-
fary assistance training progran.

o on the

The Departinent of State. in commenting

report; stated that it contained a wealth of informa-
‘tion and data witich will be extremely useful in the
Departinent’s efforis to hmprove the eflectiveness of
the training program. The Department intends to use
the report s a means of assuring that U.S. resources

are emiployed in the most effective manner to pursue
abread the security and poiitical obhjectives of the
United States. In this regard. the Department distrib-
uted the report o all overseas posts having supervisory
responsibility for such training programs. The Depart-
ment further stated that the training program has
been a valuable instrument in contribwing to the
achievement of .S, security and political objectives.

Although the Deparuuent of Defense disagreed with
some of GAO's findings. i advised that it had knowl-
edge of improvements needed in some of the areas
pointed out in GAO's report and that it was attempt-
ing 1o solve these matters. { Report to the Senate Com-
mittee on Foreigin Relations, B-163582, Feb. 16, 1971 ;
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81. U,S. Relief Assistance to Nigeria.—In re-
sponse to a request from the chairmn, Subcommittee
on Refugees and Escapees, Senate Conunittee on the
Juliciary, GAO submitted reports i August 1970
ana in December 19700 on ULS, assistance fumished o
Nigeria, The veports diselosed thar the U8, Govern-
ment had provided Nigeria abour $107 million in
relief assistance, including Public Law 480 food com-

maodities, cash donations, and velief and rebabilitation
support. This assistance began in 1968 while the Ni-
sertan eivil war was in progress and continued through-
out the war and through the period [(ollowing the
cessation of hostilities inn January 1970,

The United States, although recognizing the sov-
creignty of the Federal Military Government of Ni-
geria, adopted a policy of political and military non-
invoivement regarding the Nigerian civil war. Fow-

ever, the United States provided relief assistance

through U.S. voluntary reliel agencies, international
reliefl organizations, and the Nigerian Red Cr

Numerous changes occurred in the organization for
relief in the Department of State and the Ageney for

[nternational Development. These changes appar-

ently were ad hoc changes in response to the increased

demands of the Nigerian reliel progran.. GAG be-
lieved that this-suggested a need to consider whether
improved effectiveness could have resulted from as-
signing responsibility for similar programs to a per-
manent, viable U.S. oraanization capable of planning.
- coordinating. and implementing major U.S. relief op-
erations of the magnitude and significance of the

Nigerian effort.

With respect 1o reliel food planning and distribu-
“tion during the war, GAO observed that:

55,

A principal impediment to effective reliel food
planning had been- the absence of reliable informa-
tion on the size and condition of the population in
the war-alfected areas and on the availability of
local foods.

Although actual food distribution rates in the
federally controlled areas had been less than the
planned. actual stockpiles of food apparently al-
ways liad been more than sufficient to meet planned
distribution requirements.

Food distribution; within the Biafran enclave had
been limited to those food supplies which could be
flown ‘into the area by night. The United States
made efforts to increase the flow of food supplies into
the ‘enclave but was unsuccessful because of the
irr'ec._oﬁci]_abin positions of the combatants.
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A nutridonal survey conducted i the Biafran
enclave in October 1969 showed that about one-
thied ol the population was suffering from advanced
protein deprivation. GACQL however, found no reli-
able data on the nuber of civilian deaths which
had occurred in the enclave during the war.

GAO was unable to evaluate the effectiveness of
the food planning and distribution for the postwa
penod because its stafl members were denied entry
visas by Nigeria. {Reports o the chairman, Subcom-
mittee on Refugees and Escapees, Senate Committee
on the Judiciarv, B-167677, Aug. 25, 1970, and
Dec. 17, 1970}

82, U.S. Aid to the Economic Unification of
Central America.—From July 1961 through the be-
ginning of 1970, the Agency for International Develop-
ment (AID? had budgeted about $143 million and
had paid out $67 million for aid designed to accelerate
the economic unification of Central America. AID’s
Regional Office {or Central America and Panama
CROCAP) . established in 1962 10 encourage and
support the Central American Common Market, was
responsible for the program. ROCAP aid was part of
a larger economic assistance program amounting to
about $1.3 billion during the 8-vear period to five
countrics of Central America. Such assistance was
equal to about 31 percent of domestic revenues of the
five countries, or about 20 percent of the export varn-
ings. ‘The United States had provided about 78 percent
of the total external assistance.

Because of congressional interest in multicountry
cconomic development and the amounts of U.S. moneys
involved. GAQ reviewed ATD's eflorts to help accel-
viate economic unification of Central America.

GAO pointed out that although the Central Amer-
ican Common Market was recognized by a number of
authorities as the most successful attempt to date at
economic unification among developing countries,
achievement of a common market that is fully effective
could be some time away. With regard to AID's pro-
gram management, GAQ made the following observa-
tions:

AID was unable to relate the Commeon Market's
actual accomplishients and priorities to those AID
had hoped for.

AID had not developed methods necessary to
measure with reasonable accuracy the impact of ATD
programs on the Common Market movement or the



impact of the unification movement on the region’s
rate of growth and development.

AID loans for industrial projects requiring pre-
dominantly raw material imports rather than local
resources may have contributed adversely to Central
America’s balince of payments.

AID needed to give increased attention to the
problem of slow use of available aid development
funds.

GAQO recommended that the Adiministrator of AID
should :

Require that long-term objectives and goals of
U.S. support for the Common Market be formulated
in terms which permit measurement over time, to-
gether with a statement of priorities and an explicit
plan and time for achieving action.

Order more comprehensive efforts 1o identify key
problems requiring solution on a regional basis
and require that ANIYs regional office for Central
Americat direct its future resources to only such
problems.

Accelerate efforts to develop methods necessary
to measure with reasonable accuracy the impact of
AID programs on the Common Market and the
impact of the unification movement on the area’s
rate of economic growth and development.

Give increased attention to wavs of overcoming
the problem of slow use of ATD loan funds in Cen-
tral America.

AID-agreed in principle with the recommendations
but alse outlined some of the difficulties invelved in
their application. { Report to the Congress, B=169350,
Aug: 13, 1970)

83. Developmental Assistance Programs in
Latin America.—During four reviews involving 1.8,
developmental assistance programs in iadividual Latin
American countries or regions, GAO noted that cer-
tain ULS, program ohjectives, soals, and targets lacked
the specificity necessary to pennit objective measure-
ment and evaluation of program resulis over a period
of timc.'.F_m' this reason audit work was undertaken o
determine if ‘the cendition was common in U.S, as-
sistance  programming in  other Latin  American
countrics, :

GAO reported, in a letter addressed to the Secretary
of State, that in a review of selected fiscal year 1972
iil:ﬂt:}'.i!i:!:!illj'_ de et for developmental programs
forr~ix Datin A

“.vountries, in a majority of cases
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program objectives and goals were not stated in objec-
tively measurable terms and did not include a time
frame for accomplishment. OF a total of some 259
developmental objectives and goals reviewed, about
13 percent were stated in objectively measurable terms
and 16 percent had a specified time frame for
accomplishinent.

The report cited the congressional mterest in the
problem of evaluating program perfonuance where
foreign aid funds were involved and the fact that the
Department of State and the Agencey for International
Development’s guidance for the preparation of plan-
ning documents had stated that objectives and zoals
should be measurable in terms of achieverments de-
sired and have a time frame for completion of the
planined achievements. GAO voncluded that specificity
wias @ prerequisite not only for effective adininistra-
tion. buc also for a responsible objective assessment of
results. An improvement of this natre, GAO reported,
would be of special lonu-range imporunce because of
the need to show the Congress and the Ainerican pub-
lic, the demonstrable and objectively measurable re-
sults of TS, developmental assistance programs.

GAO recommended that the Secretary ke the
mieasures necessary to assure that in the programming
process objectives and woals both intermediate and
final} were formulated and stated in terms objectively
measurable over time.

At June 30, 1971, the Department of State was still
reviewing GAO's recommendation. i Report 1o the
Secretary of State, B-161882, June 14, 1971}

84. Economic and Military Aid to Hond» 5.--

The basie objective of U.S, assistance to Ton s is

to serve, within the Alliance for Progress, as a cata-
lyst—causing or permitiing Honduras to moebilize a
much larger and more intensified development effort
to achieve significant speedups in economic productiv-
ity and social and political progress. The end results
are intended to be significantly larger incomes, more
equal distribution of income, and higher standards of
living for Hondurans.

From 1961 to 1970, US. direct and indirect as-
sistance to Honduras was about $149 million excluding
@ GAO estimated $15 million in commodity trade as-
sistance from U.S, preferential purchases of sugar and
coffee. The U8, contribution was about 73 percent of
the outside assistance to Honduras. Total assistance
was equivalent to about 37 percent of Honduran cen-
tral government revenue.
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GAL foue! thar Hondoras” coonomiv erowth dur-
e the AHtnee sears had avecleraeed ot there wis

o evident aeeeleration of s overall soc

fm |Jr-ﬁlin il
development when compared with the 19507, GAO
stated than politicallv, while Hondiras achieved rela-
tive stabilite during the AMliance, w0 il not aike

stienificant progress toward g moderane. democratic,
wi-a hasie US desire. The

Honduran Government's attentio

constitutional governn

weosach thines as
civil hiberties, efficient admingstration, and basic pe-
forms durine the Alliance was significantly Jess than
expreted.

GAO pointed out that basie changes i U5 s

sistance strategy woulth be required 3F ciirent eiipec-
tives were to he effectively achieved in the next decade
and in this resard made 10 reconmendarions. Mosg of
these were. concerned with improsements needed i
the planning and evaluation of the Acency for
International Development’s (AIDT prosrams, [
vespondime on heball of the Secretary of Stae, e
Administraior of AID agreed wnl o of GAO'S
recommendations, however, he remarked that the re-
port did not appear to refiect fully the progress made in
recent vears by ALD i provnon planaing aed evalua-
tion, and that improvements in the manazement of the
prograins Bave been and will continue o he made.

GAQ suggesied  that Congress mizht wish
consider:

If executive hranch forcien assistanse progran
Instifications to the Congress should be vestractured
to 17 show the relative lone-range acceleration of
the recipient country’s ccononue, social. and politi-
eal (ir_'\‘("'mpnwn: ahieved 1 the i):l:‘\i and |';1:r.m|-(l

i the funure and (2 provide @omore explicit focus

on the thnespan envisioned 1o precede phaseont of
U.S. assistance: the relative levels of such assistance
during this timespan: and the nature and rate of
coennomic, social, and political development antici-
pated and o be supported during this timespan

Whether coneressional action might be desirable
for facilitating the development of improved models
and other analvtical tools to better measure, with
greater ohjectivity and aveoracy, the iupact of US.
assistance  programs on a
“development.

{Report to the Congress, B-169521, Dee. 3, 19701

recipient’s rate of

- 85. U.S. Assistance in Liberia.—Total U.S. as-
sistance 10 Liberin for fiseal vears 1960-69 wmounted
Lo 8212 miilion. an average of $21 million a yeir. The
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Avency b International Developruent - ATD S and

thee Expori-Friport Bank contribu nwire than H7

prercent of s aroum
!

3 percent and 39 percent
fineal vears 196664

satlion, an averaoe of over 538 million o

Tespae iy A s wssistanee fon
was §24.2

vear, This was an avertadie ol .'1|u"-.:l 3“ et r:;pil;t it

vear whereas developing countnes on o workdwide basis
e received less than $1 per capita,

CACY made Himited peviews of AD-manared prog-
cets 1o ascerin hove well LS olyjedives Biad been at-
tomed . Phie roview sheowed bonnher of problem areas.

ion of

Lack ol Liberia’s tmanoal sapport, pooy o
phvsical facidines, and inadequate conmmitment by
Faberia to institute chanees necessary o attain project
alvpeetives,

(oA recopunended tha

e Daector of the Peace LClorps 1o vabiate the

Corpn” procvaste aned specifically consider the reason-

abieness of e prowrate coals and the stredies ens-
ploved v dneve the

he Secoetary of Diefense e e LS, n‘.lllil{ll_\
ssbstanee poran equipueat only after it s cecadn
frawds wilh Beoavatlable o wse the vuipnient ade-
indtily

LS aenno s involved 1 implemes stance

prowrams o Laberie make corton the all US
assiatiinee et can be sebaed w e Educational
ared Codtrnal Posndation be made a0 part of the
LLS contri!

Loy ol Seae showld assume overall coordi

iwione 1oward this progian. The Secre-

atd or menitonine of this program.

LS. aren

des have pronntdeated new hroad assist-
anve woidelines for Libera which GAO hehieves, if fol-
lonwed, will strenatben the effectiveness of the U8
proaran, Report s the Congress, B 150380, Nov. 6,
aTh

86. Refugee Relief Program in Laos.--GAO
found that ouly Hwited data on the evaluagon of the
vefusee velicr proeyan had been submitted o Wash-
incton, amd the Avency for Inwermational Develop-
ment’s AT Washington nunagement was imited 1o
overall program divection. GAO alin ned that the
A Alission in Laos did not have soitien operating
procedures and its functonad and misson statenient,
prepared in 1962, was outdated

AT offivials stated that continzeieoy phioe had net
been developed Tor movement of tefugees i the event

of dislocations cansed by fature mihicary actons, They

also stated that they had been reacting (o the exigen-
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U8, foreign woistance procides modern hosputal facidities (o a deeloping country. Liberian Goiernment Howpital
(above) replaced by modern AlD-fmanced John F. Keanedy Hospital- National Medical Center thelow) in Liberie

Tats
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cies of the situation, rather than anticipating future
needs and preparing alternative movement plas,
GAO also noted that the ATD Mission in Laos did
not have enouch staft 1o manage hoth the velugee pro-
aram and its other programs, After repeated efforts,
however, seven additional American positions for the
refugee program were anthovized on June 26, 1170,

Quite a long time will have elapsed belore these peo-
ple vould be physically in Laos, because it takes time
to seleet, process, taan (including 6 months of Lao
language instruction’ . and comply veith other adminis-
trative requirements, In the meantime, personnel from
other progrims were temporarily assigned 10 refluger
operations.

AL oflicials stated that, because of the unstable and
diverse conditions in Laos, standinds had not heen

established as to the amounts and wpes of assistance
Instead. the needs of a particular group were assessed
by Laotian Government and AID refugee officers on
the spot.

During field visi

s to a limited number of relugee
villages, it was observed that the refugees usually were

poorly clothed, water supplies appeared inadequate,
housing was inadequate for the crowded conditions,
farmland was lunted, and there were relatively few
medical dispensaries,

GAO sugeested that the subconnuittee bring the re-
port to the attention of A for possible use i im-
proving s management of the prosiun. < Report to
the chairman, Subeonmittee on Refugees and Es-
capees, Senate Commitwee on the Judiciar, B-133001.
Nov. 3, 1470

87. Civilian Healtn and War Casualty Program
in Laos. -GAQ reported that there was no civilian
health and war casualty program as such in Laos. As-
sistance rendered in this area by the Ageney for Inter-
national Development : AID was included as part of
the Public Health Development Progiam of the ALD
Mission in Laos AT Laos - The two primay activ-
ities mvolving civilian hiealth and casualues were the
Operation Brotherhood Prejecs and the Village Health
Project.

Distribiition .uJ’ AID medieal supplici in Laotian refugee village,

“Ba



ANYs assistance 1o public heabth development in
Laos had heen ¢ b on over o T-year pertod ducing
which $16.8 milhon had been obligaed- <870 million
for Operation Brotherhood and S0 million for Villiee
[Health, In addition, the equivadent of $1.4 nallion in
local currency cenerated from US. assistance had been
furnished divectly to the health progvam over the same

period.

ATDYs manavement seemed less than adequate i
consideration of the relatively high priovity assigned 10
these projects. The Public Health Division generally
reacted to the exigencies of the situation and there was
little emiphasis placed on development of long-range
plans related o civilian war casualties.

At the time of GAO's visit in July 1970, the Public
Health Division of AID Laos had compiled some data
on war casualties treated in the Villave Health Project
dispensaries. No war casualty infornmation, however,
was compiled until June 1970 for the seven Operation
Brotherhood Project hospitals. Information on overall
casualty figures was furnished by AID for carlies vears:
however, these ligures were not very accurate. Also
data on civilian war casualties did not inelude those
who were killed or those who were wounded hut «
not seck medical attention,

GAO suggested that the subconunittee bring the
report to the attention of AID for possible use in im-

proving its management of the program. « Report to
the: chairman, Subcommittee on Refugees and Es-
capees, Senate Cotmittee on the Judiciary. 11133001,
Nov. 23, 1970)

I'nt.erna_tional Organizations and
Institutions

88. Purchase Commitment Made to an Inter-
national Organization Prior to Availability of
Funds.- The Auti-Deficiency Act (31 U.S.C. 6651
requires - that - Goverriment agencies either have esti-
mated funds ¢

able or have advance congressional
:1i_:})1‘0\=;11 hefore entermg into contractual ohlig:ltiuns.

GAQ found that no express authorization existed,
in law; allowing the Pepartiment of Defense (DOD in
March 1960, 1o enter jnto a commitment to purchase
four TTAWK missile systers while having only a por-
tion of the funds available. The purchase was made
as a pait of ULS, participation in a written agreement
with a consortium of five North Atlantic Treaty Or-
ganization (NATO) countries formed for the purpose

SECTION |
of producing AWK suriace-to-an gutded-missile sys-
s i Barope.

This comnitment was tunded in:'l'l'n:'-h'l:lif_\'. con.

sistent with annual assistanee vequirennents, bot withs

Hutle or no relation w the costs of the magor nussile
svsterns and the Tundine was less than the projected
costs of the systems.

Also. DOD submitted an $11.9 wilhion chinn w the

NATO consortium in June 1967 Tor docmmentation,

techmical and engineering services, and depreciation
costs. In Mav 1970, 89,1 million of tu claim was ten-
tatively accepted by the consortium.

The costs of the four systems are estinated 1o wal
in the multimilhon-dollar wmouns. Final costs and
final paviments are not expected (o be known or made
il 1972 or 1973,

GAO recommended that the Secretary of Defense
1% make aveport to the President and w Congress of
all pertinent facts concernine this imatter and any
A ]i‘lll l;lkl']] [T §] ]I[' t.l}\l‘]l s |l'q[|i||'d 1}\ ].‘!\\ J“d J :.I
bring to the attention of DO oflicials the face that
decisions on the making of contractual oblizatons of
the Govermmeny should be consistent with the re-
quirements of law and pertinent DO directives,

DO disagreed with GAO and cited the Mutual
Security: Act of 1951 sec 103h as ity authority.
According to DOD. the act allows Govermment agen-
cies to ake such agreements. regardless of fund avail-
ability or receipt of advance congressional approval.
based upon use of the “subject to availability of funds”
clase as contamed in DOIYs commitinent.

[t s still GAO's opinion that DOD's actions had the
effect of committing the Cengress o appropriating
additienal funds after the fact notwithstnding the
proviso “subject to availability of funds,” and there
was little practical contrel that Congress could exercise
over the amount of funds it would subsequently be
required to appropriate if the United States was to
meet its contractual commitments under the inter-
national agreciment, Finally, in acting without express
aunthorization and without suflicient {inds available,
DO violated the act when the arrangement was
siened in March 1960, i Report 1o the Congress,
B-160134. Oct. 2, 1970)

89, Independent Review and Evaluation of In-
ternational Organizations and Institutions.—GAO’s
reviews of ULS, financial participation in international
organizations have clearly shown the need for inde-
pendent reviews and evaluations of the organizations’
activities, These reviews and evaluations provide the
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Serganestenms’ governing bodies e, throteh them,

member governments with adequate information on

the manner i which the organizations are dischareing

theit responsibilitics in mesting their respective von’
anel abjectives.

It was to this end that GAO recomnmended that the
Department of State encourace the establishment of
an eflfective veview and evaluation funetion for United
Nations « UNL proaviums and activities,

In response o a request from the chairman of the
House Foreien Affairs Commitiee, GAQ sed forth, in
Deversher 1970, its views on the essential elements it

considered  necessary {or achievine effective  inde-

pendent reviews and evaluations of the programs and

activities of all the major international oreanizations
atd institutions in which the United States holds men-

hership. These elements related o orcanization, stall-

ing. veview guidelines, and performance and reporting
standards.

e with the

GAQ expressed s willineness 1o coaper

U5 representitives 1o the organizations by preparing
astatement of objectives, standards, and - guidelines
for the professional conduct of and reporting on the
reviews and evaluations, for use by the repoesentatives
in-proposing and assisting in the formulation of the
terms of reference for such reviews and evaluations,
The Department of State has advised that, a the
25th session of the United Nations General Assenibly,
the U.S.
GAO's proposal for a mechanism which would meet
the need for effective independent evaluation of the
activities of the entive TN, svstem, The Depautmem
further advised dhat. although the proposal rveceivid

representatives suggested for consideration

litle support at the General Assembly, the Depart-
ment will bring it up again in the future. GAC intends
to-work with the State Department and other agencies
in its continuing efforts to encourage the establishment
of effective evaluation functions for the TW.N. systein
as well as other major international organizations and
institutions. {Report to the chairman, House Com-
mittee’ on Foreign Aflairs, B-161470, Dec. 4, 1970°

90. U.S. Participation in the International Labor
Organization.-—GAQ reported in December 1970 that
although U S: centributions to the International Labor
Organization {1LOY, a specialized agency of the
United- Nations,, had increased steadily. the Depart-
ment of State could not give assurance they were being
used . efficiently and effectively or that U.S. interests
were being served by the expenditure of the funds.
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GAO found that the US. Government's policy
objectives for participation in the 1LO were broadly
defined and not easily measured. Generally they were
to assist in the economic and social development of
less developed countries and to present the advantages
of the economic, social, and political systems of the
United Stetes in contrast with other nondemocratie
svsleins,

Tudividuals interviewed and documents reviewed by
GAO indicated that there had been o Tack of US.
initiative to implement a i policy aimed at ataining
its political objectives and that the United States was
not having anv great suceess in achieving such ob-
jectives. The result, according (o these sources, had
heen an almost unimpeded expansion of Soviet-bloe
wituence in the TLO.

Related to the achievement of U S, ohbjectives is the
ssful
in its efforts to increase substantially the number of

fret that the execntive branch has not heen s
Americans emploved by the TLO - an obvious means
o L7S, influenee felt in the Oraani
Responsible U8, oflicials did not have suflicient in-

1011

anizntion’s programs and

formation on most of the €
:Il't"l\"ll]‘{'i ‘lllil '[Ill' manney i“ \\‘hi('h l.hl,'} woenr: 1“'i“!'
carvicd out o be assared that US. conributions (o
1LY were being wsed inan eflfective and efficient man-
ner and o aecomplish intended objeetives.

GAO reeonnmended that the Departments of Stae,
Labor, and Cenmerce Trame definitive and measur-
able US. ohjeetives and develop and aimplement a
tirm policy and a workable plan for achieving such
ohjectives, including veps o he tiken o increase ein-
plovment of Americans by TLO.

GAO recommended that the nl:pill‘tltil'n'[ of State:

Obtain more complete and informative budget
and progeam proposals and require that thorough
analyses of these data be made.

Obtain adequate information on 1LO's operations
and make effective evaluations of its projects and
programs.

The Department of State expressed eeneral agree-
ment with GAO's rwecommendations that more com-
plete information bhe obtained from 1.0 and stated
that it would pursue the information aspect not only in
its own contacts with 11O, but also by encouraging
other like-mined governments to exert similar pressure
on 1.0 for such information.

The Uepartment saw the need fo, better evaluation
of 1LO activities and stated that it would continue to



press within the U.N. system for establishment of evai-
uation bodies.

GAO's report was subsequently transmitted by the
Department of State to all U.S. overseas posts having
labor offices and was used in connection witl a White
House-directed study carried out by the Departments
of State, Commerce. and Labor relutive to future LS.

participation in the ILO. {Report to the Congress,
B-168767. Dec. 22, 1970,

91, Management of U.S. Participation in Inter-
national Organizations.—The President has charged
the Secretary of State with the vesponsibility for di-
recting and coordinating the activities of all U5, de-
partments and agencies involved in the affairs of the
United Nations, regional, and other iniernational or-
ng U S,
representatives to the organizations. However, during

ganizations and for appoeinting and instn

its reviews of ULS. participation in various interna-
tional organizations, GACQ found that in mest cascs
there wiss no effective working mechanism for the De-
partment of State to effectively cany out its assianed
responsibilities.

GAO Tound widespread feeling both within and out-
side the I)(-p:u‘t.mt:m of State that the Department
sencrally accorded a very low priority to the review
and evaluation of the prosrams and accompanving
budgets of the international organizations. There was
also a concern over the disparity which existed be-
tween the management level of the action officers in
the Departinent’s Bureau of International Organiza-
tion AfTairs and the near Cabinet level officers they
had 10 deal with in other departnents and agencies,

Within the Bureau of International Organization
Alfairs, GAO found areas of responsibility not clearly

_ defiied as between oflices within the Bureau. as well
as with other departments and agencies. Morcover,
there was no formal vehicle for coordinated direction
within the Department.

Although the Department of State has the primary
responsibility relative o participation in the interna-
tional organizations, it needs the assistance and advice
“in substantive areas found in other departments anr
agencies. This assistance was found to be uneven and
-at times nonexistent. In some cises, the initiative had
been taken away from the Department of State so that
decisions were being: made and acted on outside the
Department,

- GAO récommended that the Depavtment of State:
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Give the matter of U
international organizations o higher priority than
it had in the past.

Realien and strengthen the Bureau of Interna-
tional Oreanization Affuirs so as 1o establish identi-

£ financial pasticipation in

fiable lnes of responsiinlite and an appropriate
coordinating mechanisim

Establish @ working mechanism o include neces-
sary interdeparunental advisory  connmmittees with
sperific vesponsibilities wnd duties. cach under the
active leadership of o designawd  Department of

State representative as chainman,

The Department of State advised GAO that it had
comsidered  the orvanizatonal and staffing chanees
which were needed and, w improve its operations, had
inttiated actions essentially i line with the steps set
forth i the GAO lewter, The Departiment «xpressed
agreement with the objectives of the GAO and pledued
cvery eflort to bring about needed  improvements,

Letter to the Deputy Under Secretary of State for
Administration. B-168767. Auw. 6, 1970

U.S. Balance-of-Payments Position

62. Economic Advantages of Using American-
Made Trucks Abroad. -Comparative cost studies by
GAO show that sebstantial savings and balance-of-
pavments advantages can be realized at some overseas

locations by using more N\merican-made tucks i
place of Toreign vehicles being used by commercial
carriers under contract with the military. Increased
use of American trucks could be achieved in a variety
of ways—increasing the militany's own transportation
capability, furnishing American trucks to contractors,
or requiring contractors to use American trucks.

A study of contract services costing $10.7 million
revealed that expanding the military's capability could
annually produce cost savings of $1.8 million and re-
duee dollar pavments abroad by $6.1 million.

GAO found that few comparative cost studies had
been made by the armed services and that the sound
operating and maintenance data needed were gener-
ally not available.

GAO recommended that the Secretary of Defense
require:

The military services wo develop better local oper-
ating and maintenance cost data to serve as a basis
for evaluating comparative costs.
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Amendments to the procurement regalations re-
quiring consideration of cconoinic advantages which
mieht be realized through the use of Aervican-made
vehicles where the size of the activine ustilies pro-
curement of such vehicles.

The services to make current cost studies and 1o
periodically update the studies.

GAO also recommended  steps designed o -
crease the usage of American trucks abroad. The e

steps provide that:

Budeetary requests be preparcd for submission
to the Congress for American-made vrucks o re-
place the use of foreign trucks where cconomic ad-
vantages can be realized.

The additional tucks be distribueed first to loca-

tons where potential cost and balance-of-paviients

advantages afe areatest,

Studies be made of the effectiveness of current
operations and of types and sizes of American equip-
ment most needed abroad.

Consideration be given to including in contracts
a prefevence for American trucks and to contracting
with American firms for ansporiaton servives at
foreien locations.

Department of Defense officials advised that the
services concurred with most of these findings and con-
clusions and agreed to take steps along the lines pro-
posed, (Report to the Congress, B-163869. Feb. L
1971

93. Purchase of Dairy and Bakery Products for
U.S. Forces.—1n February 1971 GAD reported to the
Congress on the cpportunities to cconomize on dairy
and bakery pu:chases for U.S. forces in Southeast Asia.
GAO found that more than hall the wheat used for
bakery products by U.S. forces in Thailand came from
Austrzlia because the contracts fer bakery products
did not require the use of U.S. wheat. This resulted in
lost sales of U.S. wheat and an unfavorable effect on
the U.S. balance of payments.

GAQ recommuended that the Department of Defense
include a requirement in its contracts for bakery prod-
ucts in Thailand that wheat from the United States
be used.

GAO also recommendled that the State Depactment:

"Direct its oflicials to consult with Roval Thai

Government officials regarding the possibility of ob-

taining reliefl from taxes on dairy and bakery prod-

ucts pulrchascd for U.S. forces.
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ek an equitable rebate for tuxes and duties levied

in the past.

The Departmient of the Army stated that it wonld
examine into the cconomy of using U.S. wheat, and, if
i ean be clearly demonstrinied that there would be an
advanage in using US. wheat, the Thailand procure-
ment office would be requested o make this a require-
ment an s contracts,

The Deparunent of Stawe in its response stated that
GAO's views and recommendations had been referred
to o joint State ‘Defense commitiee on foreign tax re-
fief amd that the cornittee would give priority atten-
tion o tax relief matters in Vietnam and Thailand.
‘Report 1o the Congress, B-171428, Feb. 4, 1871)

94, Balance-of-Payments Benefits Achieved
Through an Increased Agricultural Barter Pro-
gram.—-GAO reported in May 1968, that nearly $700
mullion worth of Government expenditures abroad
were qualilving for pavment from barter transactions
annually compared with 3260 million worth actually
bartered. GAQO believed that a relaxation ol existing
harter constraints would increase American agricul-
tural exports and thereby benefit the U.S, balance-
of-pavments position,

GAQ recommended that the Department of Agri-
culture adopt a policy of letting market conditions de-
termime the size of the barter program rather than o
hodd the size below a theoretical or administrative
Tt The thrust of GAQO's report was that the Depart-
mient should accept a higher percentage of bids even
il that meant some increase in the barter premiums
paid.

In February 1971, GAQ veporied that the Depart-
mient had tiken certain actions to increase agricultural

exports through the barter program. thereby benefit-
me the U8, balance-of-payments position, These ac-
tioms included  increasing the size of the barter
program by increasing the barter premium that the
Department was willing o pay. including additional
free market stocks o the list of commodities eligible
for barter. and revising the destination list 1o which
the connmaedities could be exported. These actions re-
salted in an increased barter program.

Barter contracts awarded under funding arvvange-
ments during fiscal vear 1970 wmmounted 10 $429
million. compared with $181 million for hscal year
1969, Toral contracts signed during fiscal year 1971
amounted (o abont $883 million. A comparison with
the fiscal vear 1969 total of $181 million shows an



advantage 1o the U.S. balance-oi-pavinents of about
%952 million during fiscal vears 1970 and 1971, /Re-
port to the Coneress, B-163536, Febh. 12, 1971

95. Export Expansion Proposals.-—The Depart-
ment of Agriculuwe, Foreign Agricoltural Service
i USDA. FAS:, has sponsored the sending of numer-
ous foreign executive teams to the United States for
the purpose of providing echnical assistance in the

management, processing, and uses ol awriculuural con-
modities. These visiting teams consist of upper level
exeeutives such as managing divectors. technical serv-
ices officials, purchasing agents, and others in decision-
making capacities. GAO's review of this program dis-
closed that the petential for exposing these officials
to the advantage of using American equipment to im-
prove their operations had not been fully explored.
Further review disclosed that while the Department
of Commerce International Liaison Trade Opportu-
nities stafl' had a Foreiun Business Visitors Services
Program, the FAS sponsored teams had not been cov-
ered by this program. GAO found general agreement
among  Agriculuire and Commerce  officials  that,
with proper coordination. Ainerican manufacturers
and suppliers could profitably cenduct program semni-
nars and demonstrations of their products in an at-
tempt o satisly the visitors’ needs. " Report to the
Deputy Assistant Secretary, Bureau of Domestic Com-
merce, Department of Commerce, Mar, 23, 1971

96. Econemic Advantages of Procuring U.S.
Peanuts in Lieu of Foreign Peanuts.—GAO found
that the Furopean Exchange System (EES: . a large
ULS. nonappropriated Tund activity which is a part of
the Army and Air Foree Exchange Serviee (AAFES ).
had arranged to buy about $92.000 worth of peanuts
from a German contractor, The BES decided to pur-
chase these peanuts in Germany beeanse they thoueht
that American peanuts would cost 2445 cents a pound,
plus freight and handling, compared with u delivered
cost of 25 rents a pound for the foreign peanuts.

The Department of Agriculture {USDAL, operat-
ing through the Commodity Credit Corporation
{CCC), subsidizes the export of peanuts by selling
them to processors at prices which make them aval-
able competitively in foreign markets. Under this pro-
aran, unwoasted peanuts in-the-shell twhich are the

type purchased by the EES ) are selling for about 114
Cents i pound, Fo.b, origin, processors” plants.

In view of the balance-of-pavments benefits that
might be:realized, GAO suggested that the AAFES
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jointy explore with USDA the possibiline of abtaining
L5, peanuts provided under the CCC export program
0o met future worldwide requirements which other-
wise would be purchased with dollars from foreien
sources. USDA officials advised GAQO that they would
be pleased o discuss the possibility of making Ameri-
can peanuts available o AAFES at competitive
Report to the Ay and A Foree Exchange
ervice, B- 11824, May 28, 1971

97. Potential Savings in Shipping Costs to Tur-
key.- ‘GAQ found that 28 shipments consisting of
about @000 tons of aericuliurad comnodities, under
Tidle T, Public Law 480, were shipped o Turkish out-
ports of Samsun and Trabzon between December 1968
and Mayv 1970

wore than the costs o deliver these conmodities

resulting i costs of aboat $221 000

direet ports of call. Most of the -Ili|1llu'nl- e taade
from the Great Lakes and the Gl Goast Shiprnen:
charees vanged from $17 w0 §30 per ton depending on
the ports of loading and discharee and the commadity.
Of the 28 shipments, an least 10 wene gaspored
11 fnl'v;s',ll ﬂil}_{ vessels, These 10 -.hiplr:-'lll\ anountesd
o about S1200000 of the S2201.000 i additiog,
chatrges ane adv

sehv alleeted our Nanon's balanee-
sf-pivments position. GAC also noted thi four of the
28 shipments were arranged by the Depoounent o
Avrviculture and were sansshipped e Btanbud, GAGH
courd not sseertiun whether o not this caoeo was
reloaded  aboard  Amencan or foreion vesels at
Istanbul.

Officials of the Ageney for International Develop-
went  AIDS informed GAQ that thev wall anept o
obtain reimbursement from CARE, for about $121.000
vepresenting the additional charges incurved by for-
clgn {lag vessels bevond stanbul. Teis GAO's beliet
that even if this amount were reimbursed by CARE.
this would not undo the adverse effect these pavments

had on the U.S. balance of payments.

CeAC) was furthier advised that Turkish vessels could

h'illla] ot l}]('h(‘ {fl‘llllllllld-

ies from [stanbul to outports
for about $4 per ton as compared to present costs to
the Umited States ranging between §$17 and $30 per
ton. In view of this reduced rae. AID personnel rec-
ommended exploration of obtaining Turkish currency

to linance transportation on Turkish coastal vessels.
While attempting to reduce LS. budgetary costs is

a step in the right direction, GAO believes that ship-

ments of Title [T conmmaodities should be financed to

direct ports ef call only.
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In view of the substantal vosts o the 1 onied Suaes
resulting from financing shipments of Title 11 com-
moditics 0 outports, GAQ peconanended that AT
requite the Govermmnent of "Turkey o ansanee for and
finance the tansportation of these commodities he
vond direct ports of call,

GAO believes that this would be worest of Torkev's
o

tional responsibility and experience in handling lowis-

sive for the commodities and would eive 1 addi-

SR P
tics problems so that when the tansition from ND

i'll'ﬂ_[{l'."lll_l‘i o

us completely operated by the

GCovermment of Turkey is made, the program would

function more efficiently and effecuvely.

L April 19710 ATD agreed with GAO s recomimen-
dation and advised that steps were being taken o ree-
tify the sitwation. [ Report 1o the Admimistrator, AID,

B 152538, Aug. 24 1970,

98. Consolidation of Laundry Facilities
Abroad.—-GAO learned that, for certain locations,
the Army oblaived laundry services by contracting
with foreign s, whereas the Air Foree had its own
“in-howse™ facilities operating at a fraction of their
capacity at the same locales.

Caleulations made in conjuncton with Army and
A Faovee specialists revealed that weaningiul savings
‘could have been achieved through the use of a mili-
tary interservice agreement which would have enabled
the Army to reduce its volume of contracting by using
Air Foree lanndry facilines at Cam Ranh Bav. Vier-
nmant and U Tapao, Thailand.

Unul the time of GAQ's exanunation, the two serv-
ices had not conperated to reduce expenditures by con-
sohidating their laundry service operations. After GAO
discussed the matter with Avny and Air Foree laundey
spectalists, steps were taken to consider an interservice
laundry support arrangement for the Cam Ranh Bay
area. )

GAO computations showed that annual savings of
about $227.000 could be realized by the Government
if the Army would reduce its contracts and obtain its
laundry services from the Air Force facilitics at Cam
Ranh Bay.

GAQ proposed  that the Department of Defense
(DOD undertake studies to determine whether sim-
ilar-interservice support agreements would be benefi-
cial at other overseas locations in view of the potentiai
cost snd balance-of-payments benefits that might be
realized.

Miditary specialists agreed that economic benefits
woere possibie by susing “in-house”™ fwilities rather than
comtracting for faundry services and on July 21, 1971,
DOD officials advised that the US. Aviny in Vietnam
el inivated action with the Air Foree for laundry
services at Cam Ranh Bay through an approved Mili-
tary Interdeparunenial Purchuse Request. which be-
ciune ellectve July 101971 Report 1o the Seeretary
of Defense, B-163629, Mar, 15, 1971

99. Economic Advantages of Using American
Ingredients To Satisfy Milk Requirements in West-
ern Europe.—-In June 1971. GAO reported on the
ceonomic advantages of substituting flled milk from
the United States for whole milk purchased from Eu-
ropean sourves to satisfy the milk requirement of mili-
tary personnel and their dependents in Western Fu-
rope. GAO found that the ingrediems for filled milk

vegetabie oil and nonfat dey milk + were in surplus sup-
plv i the United States, were frequently acquired by
the Deparument of Agriculture to support domestic
prices, and were disposed of through vavious domestic
and foreign donation programs,

The Deparument of the Army expressed concern at
the possible elfects that discontinuance of fresh whole
milk procurements might have on troop morale in Eu-
rope. GAO stated that the problem apparently would
be minimized if the military would give adequate ad-
vance notice of s intention 1o switch to filled milk and
to provide material desiened to inform military person-
nel and their families of the wholesome characteristics

of filled milk. the gencral practice of providing filled
niilk ar ali other locations, and the overal]l balance-of-
pavinents advantages resulting therelrom.

GAO recommended that the Department of Defense

DO1Y. establish close liaison with the Department of
Agriculture (USDA - and with the Department of
State in order o minimize the potential economic or
politiczl repercussions to broader LS, interests.

[n line with GAO recomnendations, the Depart-
ment of the Armv, on behalf ol the Secretary of
Defense, agreed to conduct an objsctive consumer
acceprance test in Europe.

USDA informed GAO that it was prepared to co-
operate with DOD in whatever decision DOD might
make in this. matter. The Department of State ad-
vised GAQ that it foresaw no political repercussions
and agreed with the decision made by the Secretary
of Defense. { Report to the Congress, B-172539, June 3,
1971)



International Activities—General

100. Missing Government-Owned Materials in
Vietnam.—In May 1967. GAO reported that $120
million worth of U.S. Govermment-owned material and
supplies had not been accounted for by the principal
construction contractor for the United States in Viet-
nam. Subsequently, the conuactor reported that it had
accounted for all but $3 million worth of the missing
materials and supplies.

At the request of the chairman. Permanent Subcoin-
mittee on Investigations, Senate Committee on Gov-
ermment Operations, GAQO performed a followup re-
view to determine the methods used by the contractor
m arriving at the $5 million fisure and submitted o re-
port to the Congress m Mav 1971 on the results of the
followup review.

GAO noted that the contactor’s method of account-
ing for the missing materials and supplies could not be
regarded as valid. One reason for the invalid estimates
concerned the unreliable receiving reports which were
prepared many months alter the goods were supposed
to have arrived in Vietam, and which were hased on
purchase or shipping documents rather than o evi-
dence of receipt. Also, the contractor made substantial
adjustiments. generally not bused on physical counts, in
inventory records and subsequently reduced the unac-
counted for balance. GAO questioned the validity of
these adjustments and the contractor canceled them,

GAQ also [ound that the contractor collected only
a relatively small value for loss and damage clains
from vendors. shippe

and others because of 11s fail-

ure to follow up. to any substantial degree, on these
claims. Finally, from contract inception in 1962 to
September 1968, the contractor was relieved of ac-
countability Tor materials and equipment valued at
‘over $1b million which had become lost, damaged, or
othervise unserviceahle,

GAQ noted great improvements in almost every
aspect of the contractor’s material controls since GAO’s
st report. The almost chaotic conditions existent in
1966 at the three major supply depot operations for
the most part have been corrected.

GAO recommended to the Seeretary of Defense that
il ‘Turther efforts to account for the contractor's un-
accounted for materials not be made, (2} the unac-
counted for materials be recognized formally in the
contract records, and (3) damage reports prepared
under the contract be reviewed to determine whether
{he contractor has made a reasonable effort to fix re-

1152005 O—T1—end
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sponsibility and 16 process resultant claims against ven-
dors. shippers, or others.

The Departient of the Navy considered the report,
on the whole. accurate and, in general, the Depart-
ment of Defense (DO responded favorably to
GAO's recommendations, DOD stated that the mag-
nitude of the unaccounted for materials was the re-
sult of the unprecedented conditions existent in Viet-
nan, Also. DOD has undertaken a full review of all
toss, shipping shonaue, and damage claims, and GAO
believes this action should rest™ in additional collee-
ton, «Report to the Congress, B-139431, May 24,
1975}

101. Control Over Local Currency Made Avail-
able to the Republic of Vietnam.--GAO reviewed
the eflectiveness of corrective actions taken by the
Ageney for International Developiment (AIDY and
the Department of Defeme - DOLD - 1o strengthen con-

trols over the budgeting, release, and use of local cur-

reney Cpiasters, e Vietnaon, This review was con-
nan, Foreign Opera-
tions and  Govermment  Information Subcommittee,

ducted at the request of the chair

House Committer on Government Operations.  In
1966, the subcommitiee found that the AIT) mission
m Vicinam had not established adequare controls over
the budgeting, release. and wse of U.S. owned or
controlled local currency made avaiiable for support
of Vietnant's civil budget.

From 1966 throush 1968 the AID ission in Viet-
mannade available about 74.3 billion piasters {equiva-
lent o about $629.7 million® to support Vietnam's
mifitary and eivil budeets. The US. MGE
Connmand in Vietnam was responsible for administra-
tion of 30.9 billion piasters designated for the military
budget. The A1D mission was responsible for adminis-
tration of 23.4 billion piasters assigned to the civil
budeet.

Since 1966, the U.S. agencies have strengthened their
administration and control over the use of piasters, but
it was noted that further strengthening was necessary.
The controls and procedures established would gen-
erally not detect or prevent improper payments by
Government of Vietnam personnel, such as payments
for unauthorized activities or for padded payrolls.

rary Assistance

Large sums of piasters were released to the Govern-
ment of Vietnam before needed, piasters were released
on the basis of unverified repocts, and only a few post-
audits were made.

DOD and ATD advised GAO that actions have been

taken to strengthen controls over piasters for support
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of Vietnam's military and civii budgets. Both agencies
helieve that controls and review practices in use plus
actions to be taken, including procedural changes and
staff increases needed to monitor the funds and pro-
grams, would provide adequate control. The agencies
haye made some improvements in the administration
and control over the military and civil budget support
programs, but the improvements ¢

L will not provide
adequate contral. Considerable improvements are
needed, especially with regard to verification and other
measures to insure that Vietnam's veporis of oblivations
and expenditures are reliable. - Report to the Congress,
B-139451, July 24, 1970

10Z. Overseas Military Construction Con-
tracts.—GAO examined the justification for the Air
Force’s engaging a separate contractor to build a single
airfield after the Departmeat of Defense {DOD . in
early 1966, had directed a U.5. Navy construction con-
tracior to complete the airfield as a part of a large and
complex construction program to support the buildup
of LS. military forces in the R-public of Vietnam.

Although the Air Force stated it had an urgent need
for the airfield and jusuded the use of another con-
tractor in Vietnam on this basis, GAO's review dis-
closed that there were considerable differences of opin-
ion within the various organizational components of
DOD as to the necessity for pursuing this course of
action, and that added costs were incurred by the U.S.
Government. During performance of the contract, a
number of problems arose, many of which were related
to the lack of experience of the Air Force in adminis-
tering major construction contracts of this type and to
weaknesses in the major subcontractor’s equipment
procurement policies and practices.

The Navy proposed to DOD that the airfield be con-
structed by its contractor as a part of its assigned re-
sponsibility. The Navy pointed out to DOT) that any
increase in construction capability should be achieved
by taking advantage of existing logistics management.
equipment, and material of its jaint-venture construc-
tion contractor. Nevertheless, DOD authorized the Air
Forre te use a separate contractor to build the airfield.

It was GAQO's opinion that, had the Navy proposal
been followed, several million dollars in added costs
would have been avoided. Those costs consisted of
duplicate equipment purchases {for example, under the
Air Force contract a subcontractor purchased heavy
construction equipment for about $9.5 million while
similar, equipment, valued at about $7.4 million, had
already been bought by the Navy's contractor for the
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same jobj, duplicate overhead and administrative
costs, premium prices paid [or construction equipment,
and disproportionate fee payment rates.

GAO proposed to the Sceretary of Defense that
DOD <1} use a single construction agent in any one
overseas area, (21 insure parity of construction con-
tractor fees and 13 provide timely procurement guid-
ance to contractors under cost-reimbursable contracts.

GAO also recommended that in the future the Secre-
tary of Defense {1, direct military construction agents
to submit for DOD consideration the military justifica-
tion and a detailed estimate of the duplicate overhead
and equipment costs expected if more than one cost-
type construction contractor is considered, (2} consider
strengthening administrative procecdures on cost-reim-
bursable contracts, and (31 in cost-lype construction
contracts, require that milivary construction agents ob-
tain advance approval from the Office of the Secretary
of Defense for fee rates that are an exception to those
prevailing in that area.

DOD's response te the comments offered by GAO
was that improvements in the management of any
operation are alwavs possible and that GAO's recom-
mendations are accepted in that spirit and will be given
full consideration in continued efforts to improve man-
agement. | Report to the Congress, B-159431, Oct. 28,
1970}

103. Finarcial Administratior of the Consular
Services Program.-—-An integral part of the Depart-
ment of State’s responsibility over the conduct of for-
eign affairs is the providing of consular services to both
LS. and foreign nationals. These services include pass-
port and citszenship services and visa services for aliens.

Legislation passed by the Congress on Octaber 21.
1968 {Public Law 90-609) authorized the Secretary of
State to set immigrant visa and certain other consular
fees on a fair and equitable basis commensurate with
the services rendered and moving in the direction of
[uller i lementation of the user-c. arge principle.

GAO found, however, that the fees currently heing
charged for processing and issuing immigrant visas
were established in 1952 and that the total cost o the
Department for providing immigrant visas excceded
revenues by approximately $8 million in fiscal vear
1970. In addition. GAO found that the Secretary of
State had not promulgated definitive policy and cri-
teria for the establishment of consular fees, nor did the

Department’s accounting system provide for the sys-
tematic accumnulation of cost and revenue data nec-
essary for the establishiment of fees and for the



effectiv e financial management of the varions consula
activities,
Aceordingly, GAQ vecormmended that the Seere-
tary of State:
Revise innmigrmt visa and other consulur fees on
a basts that is responsive 1o Public Law 90609 and
in consonance with publie policy that servives pro-
vided o or for any persen should he sell-sustaining
to the fullest extent possible.
Promuleate definitive poliey and eriteria for estab-

g consular fees,

Develop an accounting systeny and related pro-
cedures for periodically determiming the cost of pro-
viding consular serviees.

Although the Deparunent of State asreed o analvee
the existing fee structure w determine the necessity for
and extent of a change in the fees, it exproessed the view
that the costs associated with the e

igations of ap-
plicants whose visas are not issued should be exeluded.
The Department agreed o develop definitive policy
and criteria for the estabhshinent of consular fees.
It pointed out, however, that the fee structure must
recagnize the foreign policy implications involved,
Regarding GAO's recommendation that an account-
ing svstem be developed for systematically determining
the cost of providing consular services, the Department
of State indicated that it believed thar ~~=t-finding
techniques were sufficient and that i developmens »f

an accounting system for s pnu Pose was unnecessary.

GAQ firmly believes, however, that without an ac-
ceptable accounting system the Department of State
is mot in o position to obtain reliable cost information
neeessary [or the effective financial management of the
consular services program. (Report to the Cong
B-118682. Apr. 14,1971}

104. Contract Policies and Procedures of the
Agency for International Development, Vietnam.—
GAO’s review disclosed that contract representatives
frequently did not prepare required evaluations of con-
tractor’s performance. GAO reviewed 40 contract files
and found that the required evaluations were not in
the: files for about half ‘of the contracis. As a result.
contracting officers had not received the technical and
managerial advice needed to evalnate a contractor’s
perf
for International Development [AID) contracts,

[n':l_(-h_l‘niqn_. GAO found that the Agency for Inter-
national Development in Vietnam (ATD/VXN) had
cost-reimbursement contiacts for tecknical services of

aance or his qualifications for further Agency
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NS which eererally did
not specify salary rates for TTONS The conteactors

tird-county nationals

haed to cormpute the rates asing the cenera! suidelines
provided i the contract,

CeAQY also found that the contracting officers were
not veviewing the salades, and as oo resule, ATE) o
retmbursing contractors for <tlaries i excess of the
Timitaton=, I ane conteact, the ATD auditers Toumnd
that a contractor had paid sadavies o SE6O.O00 more
than the rates allowed inthe comtraen

GAO recommended that ATDVN peview the <al-
aries paud nndder cost-reimbursable contracts for TON'S
o determine whethe l‘II)phl_\l‘L"\. salaries were estab-
lished in aceovdance with the hmitatons contained in
their contract. GAO Turther recommiended tha the
Area Auditor General, in makine fimal andis of com-
pleted cost-veimbursement contacts, place special em-
phasis on determining allowable salaies.

The Director. A VN, advised GAO that these
recommendations were heing implemented,

In Januarv 1970, GAO found that 27F AHDVN
contracts were awaiting closeout acton. Some of these
had been completed as carly as 1965 o additon.
GAO noted 89 contracts exceuted he ALD Washine-
ton for which information concerning eloseant action
wias not available at AT OVNL

GAO Tound thar AY's internal auditors had con-
ducted final audits o onle seven completed contracts
beeause the Contract Audit Branch had sencratly no
been notified when contracts were completed.

The Chiel of e Contract Audit Branch informed
CAO that comtracting officers had failed o notify Lis
office when contra s were completed. As aresult, con-
tract audits were not initated on o tmely basis.

The Director, ND VN, advised that as of June 12,
1970, closeout procedures had been initiated on most
of the expived contracts and that as cument contracts
reach the completion stage, the closcout procedure will
be dmmediately  inougurated.  In connection  with
GAO's other findings. the Agencev advised that cor-
rective action cither had been taken or promised by
the responsible officials. "Report o the A\dministeator,
AID, B-159451. Aug. 27, 1970)

105. Opportunity To Increase Export Sales of
Nonfat Dry Milk.—The Export Marketing Service, in
cooperation with the Agreultural Stabilization and
Couservation Service (ASCS:. conducts a program
undler which nonfat dry milk of the Commodity Credit
Corporation is sold for dollurs to American plants
overseas based on competitive bids or announced
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prices. The basic procedures for the program arve set
forth in ASCS Announcement MP-23 (hereaflter re-
ferred to as the MP=23 program 1.

The GAO review showed that a sisnificant increase
in sales of nonfat dry milk under the MP-23 program
would be possible if the Department modified its pres-
ent restrictive procedures slichtly in order to be able
to (1} aceept all reasonable bids and 12" veduce prices
as necessary to meet foreign competition,

Under the restrictive bid procedure instituted in
August 1970 through early April 1971, GAO found
that bids for more than 4.3 million pounds of milk

powder with a value approsimating $550,000 were re-
jccted. The quantities covered by the rejected bids
averaged only nine-teniths of 1 cent per pound below
the award price.

Information obtained from an overseas dairy com-
pany which buys most of its milk from [oreign suppliers
indicated that the Department of Auriculture could
realize additional revenue of $2.53 million per vear il
the Department supplied milk to this company. This
company  advised GAO that it wonld be willing to
purchase U.S. powdered milk if the price was com-
parable to other foreign sources,

. In view of the cost, the balance-al-payments and
other benefits possible in an inereased promam, GAO
recominended that the Department of Agriculiure
consider:
Ciiving a higher relative priority to MP-23 sales
in relation to Public Law 480, Title 11, donations.
Adopting a more flexible bid policy so that greater
quantitics might be sold under the program.

- Offering - price reductions to provide American
plants overseas with' U.S.-source milk powder on a
basis competitive with: offshore procurement.

Informing American firms which operate dairy
plants abroad of the availabilitv of American non-

“fat dry milk at competitive prices and encouraging
then to use American milk.

Officials of the Department gencrally agreed with
GAQ's recommendations and, to the extent feasible,
will _rhnt_in'un to give consideration to the proposals.
Flowe ted that in addition to
providing donations of nonfat diy milk to overseas
voluntary reliel agencies o feed the needy, considera-
tion is also given to certain political and humanitarian
‘intérests ‘of lhn'__Un_i_ted States, such: as donations to
feed people displaced by earthquakes or other natural
disastersand fo v carrefugees. {Repoit to the Secretary
of :\_gr_i_c:;i_llutc(li—-i 824 June 16, 1971}

v, the officials. also st
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106. Use of U.5.-Owned Excess Foreign Currency
in India.-~In 1971, GAO reported on possible uses of
the large smounts of Indian currency (rupeest which
ated through the op-
cration of its food and other assistance prograns in

the United States had accun

India. In mid-1969, the awount of Indian rapees
available for U.S. expenditures cqualed $678 million
and would have lasted about 19 vears at current es-
penditure rates. U

holdings weie expecied 1o in-
crense substantially in the future,

GAO found that important economic, political, and
legal factors limited the amount of US-owned rupees
that the United States could spend in India during
any period. GAO believed, however, that many op-
portunities existed for increasing the wse of rupees in
support of U8, programs

GAO recommended that 10 the Office of Man-
agement and Budeet insure that executive branch
agencies can seek approval for well-documented excess
currency funded projects withow yegard to overall
arency dollar ceilings, (20 the Office of Management
and Budget explore with the appropriate committees
ol the Congress the acceptability of direct appropria-

tions of forcign currency. and (37 the Treasury De-
partient establish more flexible procedures for valu-
ing U'Sowned Indian mpees in dollars in making
sales to LS. agencies to encourage greater produetive
use of the funds for U8, programs in India withont
compromising congressional control over the use of
the funds.

The agencies generallv agreed with GAO's recom-
mendations. The State Department noted the nraency
of the problems and stated that it had begun a study

to complement the GAO report. The Ageney for In-
ternatioral Development agreed with the recommen-
dations, but expressed reservations about the economic
and political impact of greater local curreney use in
India. The Office of NManagement and Budeet agreed
with the intent of recommendation |17, But had some
doubts about recommendation (2. The Treasiny De-
partment responded with classified comments,

GAQ expressed the beliel that the Congress might
wish to favorably consider foreien currency denomi-
nated appropriations as an advantageous lunding form
and, with |'[“_{:n'(1 to the excessive ; |n|ﬂﬁli0u of T7.5.-

owned foreign currencies in India, might wish to con-
sider (11 whether a reduction in US.-owned rupees
should be made to preserve good 1elations with India,
{27 whethey executive action in this regard meets con-
aressional desires, (31 whether legislative action should

be taken concerning the U.S.-owned rupee balance in
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India, and -}
st non-Pablic Law 80 excess cucreney in Indin for

whether '.llllhlrri])' should be viven o

srants without appropriations is ah

1!_\' [li'rmillfr([

for Public Law 480 cxcess currency. P Report 1o the
Conuress, B-LIETEY, Jan, 291971

107. Potential Displacement of U.S. Agricul-
tural Exports.

programs were designed o stimnulate the flow of private

The investment survey and guarantee

capital in less developed countries by sharing with
American fivms the cost of condueting investment op-
portanities and by insuring investors against certain
political ane business risks.

The purpose of this review was to deternine whether
suflicient consideration was being given to the potenti-
allv adverse effects of mvestment survey and cuaraniee
programs on export markets for American agricultual
commaodities, GAQ wished to kaow whether comner-
vailing views of Government agencies having priority
mterests in domestic farm programs and prohlems and
in the U.S. halance-of-payvments position were hoing
sought and- were being given Cue consideration and
whether the kinds of economic -analvses needed 10
weign the effect of the imestment programs on U8,
agrieultural export markets were being made.

Until January 19, 1971, investment survey and gua-
antee programs were administered by the Agency for
International Development (AIDY . Pursuant 10 the

Forcign Assistance Act of 1961, as amended in 1960,
a new ageney, the Overseas Private Investment Caorpo-
vation, was established to carry out incentive programs
for private investment in less developed countries, The
Administrator of A1 s the Chainman of the Board
of the Overseas Private Investment Corporation.
GAQO found that AID did not make the kinds of

TECONOIMLe

analvses necessary for measuring whether

LS. forcion policy and economic development wiins
from underwriting programs 1o hoost foreien produe-

ton and exports of agricultural commadities produced

in excess quantity in the United States oflset the dis-
advantares o the domestic U.S. farm econonw and
balance-of -payments position. Also. efforts of AID
officials were directed primarily 1oward assisting other
nations to increase their agrienltural productivity
through cconomic development and, by deing so, raise
their stendards of living. AID officials therefore could
‘hardiy have-been expected to alwavs be knowledgeable
al and cive overviding consideration to factors which
Cowere i odds with dae

primary objectives.
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GAO vecommended  that applications for invest-
ment sivey and ¢

wranter prograns volving poten-
tal toreiun exports of erops in U8, stnplus should be
called o the aue

on ol all executive ::!{('Iil‘ieq OT-
cerned. so that due consideration could be given w the
likelv effivt of the proposed investment on the Aner-
iean ceonony, exports, and halance-ol-payvinents posi-
tion, GAOQ propesed that the views of cach ageney
patticipating in the deliberaions be recorded in degail
annd that the reasons for decisions reached he explicity
set forth.

GAO sl observed inconsistencies in policies enun-
cinted in AID handbooks for investment survey and
CUNTANLEC Progrms and i the AID manual order
dealing  with these programs. Accordingly, GAQ
further reconmiended that thie policies with respect to
mvestiient survey and guarantee prosrais be reviewed
and revised 1o insure that they aie uniform and con-
sistent 1w their interpretation and application.

GAO further recommended o the Board of Direc-
wrs of the Overseas Private Tnvestinent Corporation
which assumed responsibiliny for the evaluation of pro-
posals alter the completion of GAOYs fieldwork--that
the Corporation 1. consult with the Department of
Agricaliure and other executive agencies to establish
an evaluation procedure aceeptable to all parties and

2 nelude in s policy dives

tives the necessary mieas-

wres for analvzing projects which conld adversely af-
fect UK agriculwiral exports.

Althoueh the execntive agencies aseesd, in general,

that there was g need for consideration and coordi

-
tion by all agencies concerned, they cantioned about
the potential for delavs in approval of applications il
the applications were subanitted 10 o formal board
They s

cd several alivynative approaches, GAQ

concluded that any one of the several sugeestions {or
hewer evaluation of the mpact of proposed mvestmen
survey and guaramee progvuns would achieve the
whatever the means

adopred. the Department of Agriculture should be

objeetives sought. Flowever,
eiven an efective voice in the decisionmaking process.
Report 1o the Congress, B-166077, Apr. 27, 1971)

108. Phasedown of U.S. Military Activities in
Vietnam..- Between June 8. 1969, and April 15, 1970.
the 1S, forces in Vietnmmn were reduced from 538.000
to 423,500 troops as a part of the phasedown of U.S.
military activities in Viemam, These reductions were
madke i three steps- over periods of 3 to 1 months for

cach step—by redeploving military units or placing



them in an inactive status, by reassigning individuals,
and by curtailing replacements scheduled to he semn
- Vietnam, The military services met cach of the
directed troop reduction sehedules despite the relatively
short time provided. The phasedown of the large quan-
tities of supplies and eqaipment was and continues 1o
be a more formidable task.

GAQO reviewed the policies and procedures being
applied in the phasedown to identify problems being
encountered—particularly in the logistics areca—and
to bring the problems promptly o the attention of the
responsible military commanders and the Secretary of
Defense shile the phasedown was continuing. The
review was directed primarily to matters connected
with the third-step reduction of 50.000 troops com-
pleted April 13,1970,

The circustances made it difficult for organiza-
tions in Vietnam, subordinate 1o the command head-
quarters ol the services, to prepare for efficient reduc-
tions of military activities. They conld not he provided
specific information as to size and 1ime of force reduc-
vons until announced by the President. Further, they
were placed in the position of having to continue their
assigned missions until a few days prior to reassignment

of personnel and turn-in of equipment. In any cases
detailed procedures for withdrawal had to be impro-
vised even as the withdrawal was taking place. Not-
withstandi wstraints, the Department of
Delense ‘and the military services were making a con-
certed effort to account for and control the arms,
m.plipinunt. and materiel which became excess as the
phasedown: praceeded.

The constraints contributed to a variety of prob-
lems requiring -attention of military commands in
“Vietnam and Washington, including the Office of the
Secretary ofDefense.

¢ these cor

There was a need for greater coordination among
the three military services in supplying the needs of
the Vietnamese Armed Forces. Lack of uniform
procedures ‘resulted in some cases in equipment
needed by the Vieinamese being shipped back to
the United States.

There were problems in returning Army equip-
ment to the United States because of the backlog of
equipment which required cleaning (to meet stand-
ards of the U.S. Public Health Service and the
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Deparunent of  Agricaliine tor weatment and
processing of wateriel beine returned o the United
States s and i shortage of facilities for eleaning,
There were problems in returming Ain Force ma-
terie!l 1o the United States because of a lack of

people qualilied o pack and crate the materiel,
GAO ohserved also the following siututions where
unprovement might be possible,

Becanse of inelfeciive screening, Anny repair parts
and components were issued to the Vietnamese
Ay althongh needed by U S. milivry serviees in
Vietnaum, or shipped out of Vietnam, athoush
needed by the Vietnamese Army.

The logistical reporting and accounting s
did not provide aceurate. complete, or timely ds

valem

The procedures {or cancellation of requisitions for
supplies. not needed because of foree reductions,
were not adequate.

The Anny had a signilicant backlog of unservice-
able equipment in Vietiam becawse of limited main-
tenance capabilities.

There may also be o need 1w suengthen control
5 o the Viemmmese of such facilities as
buildings, aib

over transle

elds, and water purification plants, 10
insure that they are capable of using and mainaining
them.

GAO suwgested that the Seeretry of Defense:

Review existing plans of the military services for
anticipated withdrawals o insure that the plans pro-
vide for withdruwals on a unit-by-unit basis.

Establish uniform procedures and criteria (1) for
the transfer of escess materiel to the Viethamese
Armed Forces and (2) to imsure that all excess ma-
teriel in Vietnam is considered in {ulfilling require-
ments of the Vietnamese,

Reduce the backlog of equipment awaiting prep-
amation for return 10 the United States.

The -Assistant Secretary of Defense | Installations
and Logistics) stated that the military departments
concurred generally with the conclusions and sugges-
tions and cited the recent actions to implement the
suggestions, GAO believes that the actions, if con-
sistently applied, will improve the conditions which ex-

isted in the carly stages of the phasedown. {Report to
the Congress, B-171579, Mar. 13, 1971}
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Contract Administration

109. Contractors' Claims Based on Govern-
ment-Caused Delays.——GAO had issued to the Con-
gress several reports in prior vears on-the Navv's pro-
cedures in contraeting with private industry for ship
construction. A December 1938 1eport pointed out
that contractors had submitted claims for costs, sus-
tained becavse of Government-caused defays, which
were vague and lacked adequate support, that evalua-
tions of the claims by the Navy had been inconclusive,
and that the ¢laims had been settled without sufficient
data to show the damage sustained by the contractors.
Two other reports, in June and Qctober 1964, pointed
out that a lack of effective price evaluation procedures
had: resulted i the negotintion of unnecessarily high
prices for work which had been added to the original
contracts by change orders. GAO made a followup
review o determine whether improvements had been
made by the Navy.

Claims submitted in the period April 1963 through
January 1369 by three contractors (relerved 1o as con-
ractors A, By and €1 in the amounts of $11:4,300.000,
$486.000, and $1.342.000 were settled in the amounts
of §96.500,000, $354,000, and $760.000, respectively.
Although the amounts of the claims were purported
to represent the additional costs incurred by the con-
tractors because of Government-caused interruptions
and delays, the contractors provided no tangible evi-
dence of the additional costs incurred. In the absence
of such evidence, the Navy, in GAQ's opinion, could
not adequately evaluate the validity of the claims.

The following :u't'. examples of the rationale on
which the conrractors based their determinations of
additional costs attributable to Government-caused
interruptions and delays: '

(:onlm(f.h_)r A compared the estimated labor-hours
in ity original price proposal with the labor-hours
actually expended and estimated to be expended
to complete the contract and attributed the increase
over the ai:i_gi_nai estimate, alter an allowance for
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the increase it judged o be caused by its ewn ineifi-
ciencies, to Govermnent-caused delays.,

Contractor B hased s claims on judament fac-
5. The contractor’s chiel estimator stated that
disruption claims were based on highly intangible
Judgment Tactors and, in his opinion, were impossi-

to

ble to aceurately detail.

Contractor €
pended in earlier construction v ships of the
class with the labor-howrs expended in the follow-

commpared ¢ labor-hours ex-

sme

on construction and, after iking into account the

physical differences i the ships, atiributed the in-

crease to Government-cavsed delays.

GAO believes that, withoue information linking the
additional costs o actions of the Government, the
Government had insufficient assurance that the settle-
ments made were Tair and reasonable, Therefore GAO
recomuended that supervisors of shipbuilding vequire
contractors to furnish evidence relating the delay and
disruptions to actions of the Government and to pro-
vide specific data mm support of additional costs
claimed.

With respect to pricing of conwract changes other
than those arising from claims, GAQ found that cer-
tain contractors used historical data and standards in
preparing proposals for the pricing but the Navy gen-
erally did not ebtain that daw. Tt relied on the per-
sonal judament of its negotiators and analvsts. GAO
belicves that the Navy would have been in a better
< and would have had

position 10 evaluate the propes
greater assurance as to the reasonableness of the prices
negotiated had it obtained the data used by the
contractors.

GAO recommended that the newly implemented
“change order accounting” contract clause be clarified
te clearly require contractors to segregate their direct
costs on constructive as well as formai'y written
changes. To facilitate the negotiation ¢f reasonable
prices for change ovders, GAO recommended also that:

Contractors lacking adequate systems for provid-
ing a factual basis for proposed prices be encouraged
to improve their systems,



Historical cost dara and standards be obuuned,
whenever appropriate, for evaluation and audit

‘T'he Navy insure that supervisors of shipbaitding
obtain current evaluations by the Defense Contract
Audit Agency of the estimating svstenms of conue-
tors located in their vespective weographic areas and
that the evaluations include the bases upon which
proposed prices are developed.
The Navy generally eoncurred with GACYs recont-

nwendations but pomted ow chat seme of the cied

problem ares

s are susceptible to improvement hut not
10 total and precise solution, [t was the Nava's opinion

that this was particularly tue of any attemnpt to achieve

otal, explicit. and auditable justification of ail delay

and . distuption  costs, Clangress.

B-171096. Apr, 26, 1971

Report 1w the

110. Plant Equipment Acquired by Contractors
for the Account of the Government.-—Department
ol Defense (DOD) regulations provide that, with some
exceptions, contractors furnish all plant cquipment
needed for contract perfonmance. Equipment so spe-
cialized that its use is limited 10 testing in the
development or production of particular items, or per-

formance of pax
cquipment. Such equipment—known as special test
equipment—is generally acquired by contractors for the
account of the Government and ownership is retained
by the Government. GAO's prior work had indicatec

cular serviees, is not considered plant

that some plant equipment had been inappropriately
classified as special test equipment and acquired for the
account of the Government.

GAO's review at plants of five contractors showed
that, of the equipment acquired for the account of
the Government at @ cost of 562 million, about $12
willion worth should have been classified as plamt
equipment and - acquired for the account of the
CORLraclons.

The proble

neof classibeation stems from the Arined

Services Procurement. Regulation which defines spe-
cial test equipmient as including “all components of
any assciwblies of such equipment.” This driinition per-
yits the acquisition of plant equipment as special test
cequipment when it is 1o be included in a group of test
c!';_[llipnu‘.l.]'t_i!(ruls asserbled for a specitic use. GAO
vecommended that the S:.'('r'(-.t:.u‘}- of Defense:

Revise the definition of special test equipment in
s Procurement Regulation and
other: pertinent DOD regulations to exclude items

the A rmed Servi

thatare really plant equipment.
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Require contracung officers 1o review proposals
for ~special test equipiment w insure that plant equip-
nient is not neluded,

The Depivunent concwred with the findings and
recomtendations and outlined the weions taken or
proposed to b taken, "Report 0 the Congress, B-
s, Apn h, 19715

111. Application of “Should Cost" Concepts
in Reviews of Contractors' Operations.— At the re-
quest of the Joust Feonomie Comnutiee. through its
Eeomomiv in Govermment, GAQO
tade o stady of e fea

Subcominitter on

ity of applving “should
cost” analvses inits audits and reviews ol Government
procerement. The committer detined the “should cost”
approdach as an atenipt 1o determine the amount that
aweapon svstei or a product oughit 1o cost given at-
tainable efhciency and econony of operation, In a re-
port 1o the Congress on the study - B-159896. May 20,
19707 GAO concluded that s feasible, i auditing
and  reviewing  contractors’ performance, o utilize
“enuarld cost” analvses.

Subsequaenty GAO made a wial application of the
“should cost™ coneepts at the plants of four contractors.
At cach of the plants GAQ found areas where the
contraciors’ operations could be improved and costs
could be reduced through such things as better produe-

tion planning and control. more competition in subcon-
tracting, and greater care to avoid assigning engineers
of higher compeience than required by the nature of
the work 1o be performed.

Although “should cost™ review techniques are in-
tendedt o find ot how contractors” operations can be
improved, they also lead to disclosure of areas where
Government contracting or administration practices
affect contract costs adversely. GAQO noted areas where
the Government could improve its practices and reduce
cos's through  consolidation of procurements and
through elimination of unnecessary requirements for
packaging and for testing,

GAO brought its findings and suggestions for
improvements to the attention of officials of the con-
tractors and the Departinent of Defense. The poten-
tal for total savings which could accrue from the
findings and suggestions was not readily measurable.
In those instances where they were measurable, GAO
estimated the potential savings to be almost $6 million
annualiy. The Department of Defense advised GAO
that the agencies concerned would look into the spe-
cific matters noted by GAO at the contractors’ plants.

G9
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Because “should cost’” reviews require examinations
into many facets of contractors’ operations and man-
agement not covered in GAO's statutery authority
to examine contractors’ records, GAQO suggested that
the Congress might wish to consider expanding GAO's
statutory authority to enable it to make eflcctive
“should cost™ reviews on an independent basis. (Re-
port to the Congress, B-159896, Feb. 26, 1971)

112. Processing of Engineering Change Pro-
posals.-——During the course of production of military
awreraft, many enginecring changes are made 1o make
the airer:

alt safler, more reliable, or easier to maintain.
The need for such changes is usually brought to light
through test and operation of the units alveady pro-
duced. The changes may originate with either the
military service vesponsible for the aireralt or the con-
tractor, but plans for the changes, in the form of
engineering change propesals, must be approved by
the military service before the contractor is authorized
to make the c¢hanges. A delay in processing a change
proposal can increase the number of aircrait delivered
without the change. Once the aireralt are delivered.
the change could be delaved for months or vears or
never made at all. Furthenmore it is generally more
expensive to make changes after production,

GAO examined 547 engineering change proposals,
implemented.on 11 types of aiveraft in the fiscal vears
1967 and 1968, to detennine whether extensive delays
had oceurved in processing them.

The average time {or processing the 317 proposals
was 131 days as compared with time standards estab-
lished by the Department of Defense of 45 days for
routine proposals; 15 days for urgent proposals, and
24 lours for emergency proposals. GAO e
that the additional costs caused by delays in processing
42 of the propoesals could amount to as much as $3.7

stimated

million if all the planned changes were made.
The following were some of the causes of the
delays. :

InefTective monitoring by project offices of eval-
uations by reviewing staffs,

R _lnsu.ﬂicicut direction for” contractors from the
military- services as to the kind and extent of data
to be submittéd.

Reliance on a single, overall time standard in
lieu of time standards for each individual organi-
zation concerned in the evaluation.

'chuuutial rather than concurrent reviews by the
olg':\lliz;'._li';arls concerned - in an evaluation.
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Duplicate reviews.
Lengthy processing by groups not under the con-
trol of the group managing the project.

GAO suggested that the Secretary of Defense des-
inate 4 group to establish procedures for effective
vontrol of the processing of engincering change pro-
posals and to monitor the implementation of “he pro-
cedures by the military services. GAO suggested also
specific steps it helieved would reduce processing time.
The Department of Defense agreed with the sugges-
Report to the Congress, B-152600. Jan. 20.

tions.

1971,

113. Contractors’ Acceptance of Recommen-
dations for Improving Their Procurement Sys-
tems.- -The Avmed Services Procurement Regulation
provides for the review of contractors’ procurement
svstems. The reviews are performed primarily by the
Defense Contract Adiministration Services for the
Deparunent of Defense (DO and the National
Acronautics and Space Adminstration (NASA L Sub-
contracting practices are an important part of the
about $20 billion o0 the $10
hillion spent annuaily under DOD prime contracts

I‘.Il'f!l_"lll\'llh'l'" hy'Sli'llh

coes 1o subrontiactors and improvement in the prac-
tiees could result in fmge savings 1 the Government.
In a report issued o the Congress in August 1970,
v O suated that the review program was sound in con-
cept but its implementation was not fully eflective.
Fhere was a need o motivate contactors whose pro-
curement systems were found 1o be unaceeptable 1o
make needed improvements. GAD found instances
where contractors had refused to ake action on weak-
nesses veported to them, contending that thei procure-
ment svstems were good enough. The negative attitude
of the contractors did not appear to have dimimshed
their ability to obtain Government prime contracts,
GAO also found a need for:

Definitive standards for the approval or disap-
proval of contractors’ procurcinent systems.

Greater discretion in scheduling detailed annual
reviews of systems of contractors whose systems had
heen found to be satisfactory in the past.

DO and NASA agreed, in general. with specihic
proposals of GAQ 10 improve the program for review
of contractors’ procurcinent systems, However, DOD
did not believe that there was a need to motivate con-
traciors to accept recommendations of the Governiment
because in actual practice most of the contractors ac-
cepted then



GAOY pointed out that vowas iequitable for the
nonresponsive contractors (o vontinue woreceive the
same consideration as thav given contractors who had
made efforts o devise aceeptable procurement sys-
tems fromn which the Government and the contractor
tary of De-
cductions

henehit, GAQY recommended that the Secr

fense consider imposing penalties, such as

in alowable profits, on contractors whaose procurerment

systems had been disapproved and who made no effon
tor nenke the :_']1:1“;:05 necessiary 1o itll])rn\'i' the swslens,

Repert ‘o the Congress, B 163, Aug. 18, 1970,

114. Revision of Certain Packing Specifica-
tions.--"The General Services Administration (GSA
revised packing specifications i September 1966 for
certain tvpes of cabinets. lockers. and wardrobes. The

revisions resulted in additonal contract costs of $1.7

willion-—-an increase of 12 percent—during the first
14+ months that the specifications were in use. For sub-
sequent peiods throush June 30, 1970, GAC was un-
able to datermine what portion of the S0 million in
vontract costs  was attributable to the  revised
speeifications.

GAO concluded that the vevised specifications pro-
vided for more elaborate packing than necessary and
recomnmended that GSA reevaluate the packing speci-
fications GSA maintained that its aclions were justi-
fied and that a reevaluation of the specifications was

UNNCCessary, (R_t'pn]'l. to the (l{hll}_l‘r:('.cn__ B- 160817,
Feb, 19, 1971)

115. Competition in Procurement of Commer-
cial Equipment.—The National Aeronautics and
Space’ Administration (NASA} made a significant
number of equipment  purchases  without eflective
competition because, in many instances, restrictive
specifications governed  the pocureent. Generally.
specifications were prepared by equipment users or un-
der their divection and included special Features which
the users desived. These special features which some-
times were unnecessary, usuaily were available only
on a particular picee of cquipment from asingle sup-
plier. T equipment users had not specified sucl; fea-
tures, specilications: could have been less restrictive,
which probably woeuld have resulted in inereased com-
petition and in savings to the Government.

GAO recommended that the  Administrator of
NASA should (1) require the use of specifications
that have aceeptable ranges of dimensions, perform-
ance, and other chavacteristics of the minimum equip-
“ment ﬁccr:sq:n'_\' to fulfill- the Government's require-

SECTION 1

ments and (2 require than requests for the purehase
of equipment elearhy stte whether the specifications
are bramd name o equal or iave been prepared on

the basis

of equiptoent deseriptions in a supplier’s cat-
alow and, i so, thar the requests give fall written

justification of the need Tor any n ctive features
apecified.

NASA s inagrecment with the objectve of the
reconmnendations aud stated  that it intended o im-
plement requirenients, emphasizing to contracting ancd
management oflicials the need o inerease competiton,
(Report to the Congress. B-164018, Feb, 26, 19711

116. Evaluation of Cost-Plus-Award-Fee-Type
Contract Performance.— Cost-plus-award-fee con-
tracts are used extensivedy at National Aeronau

s and
Space Adminisuation ( NASA G locations. The con-
tracts provide foi pavinent o the contractor of a vari-
able fee determined  subjectively by Government

evaluators on the basis of periadic evaiuations of the

quahity of the contractor's performance against eriteria
in the contract.

At NASVs Manned Spaceeralt Center  (MSC),
award fees were paid (o the contvactor for aireraft
maintenance services primarily on the hasis of opinions
and judements of MSC evaluators as to the contrac-
tor’s performanee, Objective measurement standards
had not been developed for evaluating performance
even though guidance en aireraft maintenance opera-
tions was available from Air Foree sources and lrom
MSC personnel who were sufficiently involved in the
details of maintenance management.

GAO recommended that NASA examine into the
work requirements of the contraet and establish a per-
formance evaluation plan which would place greater
emphasis on objective performance standards in terms
of output eriteria and that NASA make use of avail-
able performance indicators. NASA expressed a will-
ingness to explore the possibilities of work order evalu-
ations based on output measurement standards, NASA
noted, however. that such evaluations represented a
significant change from the currrent evaluation plan
and that staffing leve

might not be adeguate to im-
plement the change. [Report to the Administrator,
NASA, B-133394, Apr. 14, 1971)

117. Target Costs Under Incentive Contracts.—
GAQ’s review of target costs under cost-plus-incentive-
fee contracts negotiated by the National Aeronautics
and Space Administration’s (NASA) Marshall Space
Flight Center, indicated large underruns related to
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the first staze of the Satum
Volaunch vehicle, - Underruns of  tareet costs —cost

(17 F--1 engines and /2

forecasts included m coniracis for contral purposes -
result, in meentve-tvpe contracts, in larger fees for
contractors.,

The Fhght Center had llttqnii:llt-ui taruel  costs

under rocket encine contracts that included niterial
costs and indirect costs which were not the jnost aecu-
rate, complete. orcurrent, The tareet costs were over-
stated by oabout $5 willion and e ol fees the
contractor vould cwm under the contracts were -
creased by about $15 million. The target cost nego-
tiated under the contract Tor the (st staee of e
laaneh vehicle included amounts for matertals cond -
direct costs which were overstated by abour $26
million. \s 2 resnlt, the total fee the contiactor couid
carn wis inereased by about $695,000.

NASA advised GAO that in the case o) the cocket
engines, it had requested the Defense Contract Arelin
:\gf.‘lll'_\' to conduct a |l():-il&l\\".1r'('l eviluntion wiiich, -
gother with other overstatements found by GAO,
would be the busis for conwract adjustiments NAS A
said that a selective review would be made of nuatenal

costs for the first stage of the Launch vehicle and 1k it
would make other cost examinations to dewnnine the
extent to which these costs might be applicable o over-
stated material costs.

NASA also reviced its procurement veanlations whrels
i properly implemented shauld provide areater assue-
ance that cost data furnished by contractons i aceu-
vate, complete, and current {Reports o the Clongress,
B-161366, Qct. 26, 1970, and B 167838, Dec. 30
1970} :

Contracting Policies and Practices

' 118."]m'plementa1ion of the Truth-in-Negotia-
_tions Act.-—Under the Truth-in-Negotiations Act of
1962, contractors s required to submit cost or pricing
data in support of their price proposals and to certify
_the correctness of these data. Cost or priving data
are required, generally, on negotiated contracts not
based on adequate price competition, when prices ex-
ceed $100.000; The act, together with the regnlations
dmplementing its provisions, has been criticized by in-
dustry spokesmen as being inequitable and unduly
tors, GAO reviewed the reason-

hirdensome on contrae

ableness of prices negotiated under the act and the
probiems expericneed by contractors and agency of-

72

ficials in apphang the act and the eplementinge revu-
lations, The reviess inchaded S0 contracts, valued o
S0

For 18 vontracts, valied i 547 nnihion, aesotiated

Hron, cowarded 1o 20 Contra tors

prices were 8105 million Ineher than warcanted byoabe
cont data avaibable to eontactom at the tinee of 1evo-

Li.L

The n-.mp:i.'inn__- sternped basie ally fronn the

sotne cieunetanees which thee "Doathae- Newotiations

Aot s dhesy comt e tors' sl ~iiE

b G ey

of fe rlrl‘l_\:r fe wctrate, and ponecaprent Jdata Latde

o no ever prcing was fomnd anothe other 17 contean s

valed o 388 million. GACY brouela the ndines of

overpricing oo the attention of aeenoy olliviads et
they ook st 1o obitan price adjustinents where
AP e tale

A ol o oroblems experienced by

contractors and weenoy ofliciis aagpiviig the st and
tine i‘.ll]lh'rl:l-ljl‘.m: ll‘_g{!:l:.l'.:.lil\\ Thiere woere ae areas,
fomeser, which warranted the antention of the Secres
dilferetes amone

ary of Dielenss Thew mevalvend

Crovernmnent and contoa o el iads o their under-

standdine of the extent of cost ot o e lanitied and

2 thwe veluctanee of some snboontracees o furnish
cost datin 1o privge costia e with whon they may
B B cotnpetition. T Report g the Congueress, 13- 530G,

Dhea 20014970

119. Waivers of Preaward Audits of Contractors'
Noncompetitive Price Proposals. Department of
Dietense DO
wotiition or medification of woontraet reselting Trom

reaihations |.ll|l\ldt' that. i)]'i(ll' toy e

A propesal dnoexcess of SH0000 when the price will
b hased ene cost or pricing data submited by the
comtractor, the contracting oflicer regnest the Deflense
Comrract Awdit dweney T DCAN

wracton’s price proposal. This requireinent may by

o andit the con-

watved by the eontractine ofli or whenever it is clear
that information alreads avatiable is adequate for the
proposed procorement.

GAO examined M4 noncompetitive fised-price pro-
curement aetions imoarting to abiont 3300 willien that
were awarded in 1967 by six procurement centers,

Contrarting efficess bad waived the preaward audits
for 130 of the actions, aunounting to ahout $51.7 mil-
fiosn, OF the 130 waivers of preavard andits:

Thirvtv-one appeared 1o be justified on the basis
of available information,

Ninetv-nine did not appear to he justified be-
cruse (10 available information cither was not for

comparable quantities. was not current, or had not



been verttied or (2
ed by price analysts and technical
specialists who generallv did not have the specialized
audit training and experience acquited by the
DCAA s auditors. OF the 99 waivers
fied. in part, by contracting

the rontractors’ cost o1 pPricing

data were ve

Sbowere Justi-
officials on the basis
Defense
resulations do net-previde for waiver of audits on
this basis..

that timie was nsullicient for an audin

Auddit Agen-
vers of audits

GAO reported to tie Defense Conira
ev the procurement actions in which wi
did nov appear o be justified aod the Ageney
ok postaward audits of these procuremens, GAO
recommended thiat DO

ander-

Provide cuidimee o contracime oflicers on the
type of procarvement information considered ade-
quate to Justify waivers of andit,

Require contracting oflicials to improve the docu-
mentation of waivers of audit.

Steengthen imternal audit sunveillance of the pro-
pricty of waivers of audit.

Establish procedures for reporting waivers of au-

dit so that DCAA may consider postaward audits of
these procure

LTS,

Provide guidance as o what actions should be
tiken when there is insuflicient tme 1o perform a
preawand: audit
The Department of Defense agreed that waivers of

audit should: be better docnmented and thit intemal
surveillance of such waivers should-be increased. With
respeet to the other recennnendations, the Department

stated its belief that existing instructions provided the
recommended  guida AQ pointed out that the
ated that there was a need for improve-

findings i
ment in the existing instructions
1'('(‘.0_;11_:}' -ml;ilii\ms-' be reconsidered.
Congress, B=39995, Aug. 3, 19701

and sugzested that the
(Report 1w the

120, Defense - Industry = Profit Study.—The
cs appropriation authorization for fiscal
vear 1970 directed GAO to stuely profits carned on ne-
gotinted - contraé ls and subeontracts entered into by
the Dl-p.ulml:m of Defense; the National Acronautics
and Space Administration, snd the Coast Guard. Con-
tracts of ‘the Atomiv Energy memn\lml awarded 10
‘meet u_quuunl‘;m of the e ‘partnent of Defense were
i a!»o included,

Profit before Federal inconic tases, measured -as a
creentioe of sales, wis significantly lower on defense

work than on comparable commercial work for 74

SECTION |

furwe defenw om: tors dncluded e GAGYs study.

Uhe profits of these 71 contea tors for the 4-vear pertod

of 1966 throush 1969 averaged 13 percent of sales on

defense work and 9.9 percent of safes on comparable

comnereidl work, When profit was considered as a

—-tatal Jia-

prroentage of the total capicd invesune

ties ansed eopotv, bt exclusive of Government «

el wused inoeenerating the sades, the difference -
vowed o TEZ pereent for defense sales and LD per-
cent tor commercial sales. Farther, when profit was
tage of cguiy capital invest-
there was linde dilference be-

consitlered g o peren

et ol stackholders,
tween the rates of venuom,

The major factor cousing comparability of the vaees
ol return on contracton” capitad investnent for defense

and vornmercial work was the substantial wmount of

Government in the form of

vapitad provided by the

and Tacilities,

L anents, cost reimbursements, equipent,

This reduced the contractons” capital in-
veshinenlt l'l'ltl!!l'{.‘d r!!l‘dt‘f&‘nsr- work.

GAQ also reviewed 146 negotiated defense contracts
to see whether it wis praciical o develop ivesanem
dita on individual contracts and 1o see whether any
wide ranuee i profins existed. The review showed that
duta on cost. profit, and invested capital could be de-
veloped on mdividual comtraces and that there was a
wide range ol profit rutes on delonse contracts, The

Averi s ol retien for individual contracts were

substanially: higher than the average annual profit
rates deseloped from the questionmares GACQY sub-

mitted 1o the 74 Loge defense contractors, However,
the 16 contets reviewed cannot be considered as a
representative sample.

Under current procedures for negotiation of profit
for defense contracts, little consideration is viven to the
amount of capital investiment required from the con-
tricton to perform the work. Profit ohjectives are de-
veloped as o percentage of the anucipated costs. As
a resuli, inequities can and do arise between con-
tractors when differing proportions ol their capital
are reguired o perform the work. Further, by relating
profits 1o costs. contractors in noncompetitive situa-
tions are not provided with positive incentives to make
ivestments in cquipment that weald increase effici-
ency and resalt in reduced costs, especially where
follow-om contracts are involved. Under the current
systen of m\g{oli;ning contract prices, sueli investments
tend to lower, rath.r than increase, profits in the long
vun. Other lactors, however, such as swhether the pro-
ram will be continued, could be overriding considera-
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tions aflecting contractors’ decision: concerning invest-
ments in equipment.

GAO helieves that, in determining profit objectives
for negotiated contracts where effective competition
is lacking, consideration should be given 1o capital re-
quirements as vell as such factors as risk. complexity
of the work, and other management and performance
factors. Where capital requirements of contractors are
insigni

ant. such as in nuny service-type conracts or
contracts. for - the operation of Government-owned
plants, profit objectives would continue w be devel-
oned primarily through consideration of the other fac-
tors. The system adopted shonld he used, where
applicable, by all Government agencies o s
industry participation,

GAO did not consider that legislation was required

nplify

to establish uniform wuidelines. GAO recommended
that the Office of Managerient and Budeet take the
lead in the development of uniform, Government-wide
guidelines for detei mining profit objectives in negotia-
tion of Government contracts and that the wuidelines
emphasize consideration of the total amount of capital
required by a contractor when appropriate, where
effective price competition is lacking,

On June 11, 1971, the Industry Advisory Council
Subcommittee on Contract Financing issued a report
recommending that the Department of Defense adopt
- profit policy which is in part based on contractor
capital investment. On Julv 17, 1971, the Deputy

Secrctary of Defensé issued o memorandun o the
Assistant Secretaries of Defense  Comptroller and
Installations and Logistics? indicating his support of
the profit based on capital investunent concept and
requiested the subimission of a comprehensive profit pol-
icy proposal by Décember 1, 1971, { Report to the Con-
gress, B-159896, Mar. 17, 1971}

121, Awarding - Negotiated Services Con-
tracts.—GAO made a survey of the District of Co-
lumbia Government's Procurement Office procedures
and practices for awarding negotiated services con-
tracts and noted instances of continuing noncompli-
-ance with procurement manual requirements.

F'or nonpersonal services contracts in excess of
$2,500, departments or agencies were to provide a [ull
and detailed description of the services needed in a
memorandum requesting the Procurement Office 1o
contract for services: the memorandum was to include
unit cost and estimated total contract cost data and

- correspondence witk the proposed contractor; negotia-
tion was to be completed by the Procurement Office:
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and no contractor services were to be obtained until
final contract approval by the Procurement Office.

GAO reviewed the contract files for 333 contracts
awarded during fiscal vear 1969 and found that the
Procurement Otlice had been partially effective in
curbing the practice of permitiing a contractor to be-
uin work hefore the contract had been approved.

GAO reported the survey findings to the District in
order to bring attention o the need for departinent and
arency officials to adhere w procurement manual regu-
lations and improve practices for negotiating and
awarding negotiated services contracts.  Report Lo the
Director. Departnent of General Services, District of
Colinnhia Government, Apr. 30, 1971

122. Improper Practices.—In the procurement
of Tood services at the US. Merchant Marine Acad-
emv. the Maritine Administration. Departnent of
Connnerce. had not followed the policies and proce-
dures prescribed by the Federal Procurement Regula-
tions regarding the tvpe of contract used, seleetion of
contractor, and contract renewal options,

Maritime negotiated the food service contract for
the schoal year ended June 30, 1967, and, rather than
obtaining comprtitive bids, aceepted prices for some
itemns in the contract without newvotiations, and did not
adequately review the cost data provided by the
confractor.

The contract for the wchool vears ended June 30,
1968 and 1969, which refated to four eatesories of
Lals, was not awarded to the low responsible bidder.
Instead. Maritime aceepted the low bid on the major
category and then negotiated with this bidder for prices
on the other categarivs. The ultimate contract price for

the four catesor

s was $5.000 higher than the original
low bid, In GAOs epimion. Maritime's action was not
in accord with regulations and was not justified by the
reasons given. Also. awarding the contract for a 2-vear
period was improper because of the statutory provisions
against multiple-vear contracts.

GAQ recommended that actions be taken to pre-

clude recurrencies of the cited situations. The Assistant
Secretary for Administration advised GAOQ in August
1970 that memorandums had been issued to Procure-
ment Division personnel bringing to their attention the
matters discussed in the GAO repont and reiterating
the importance of folloving the provisions of the Fed-
eral Procurement Resulanions. « Report 1o the Assistani
Secvetary for Administraton, Department of Com-
merce, June 30, 1970



123. Contracting for Metroliner and Turbo-
Train Projects.—The Metroliner and Turbo-Train
demonstration projects adiministered by the Federal
Railroad Administration. Deparunent of “T'ransporta-
tion, did not accomplish their objectives on a timely
basis and were not conducted as originally planned.
Technical problems encountered with the trains de-
laved the start of the projects and prevented the con-
tractors {rom maintaining operational enough cars to
run the mumber of round trips necessary to fully
accomplish the projects” objuctives,

The Metroliners and "Turbo-Trains were an ad-
vancement of the state of the art. No similar equip-
ment had ever been constructed o used in regular
passenger service in the United States. An agreement
was entered into o lease two Turbo-Trains being de-
veloped, and authorization was given to a railroad
company to contract for the construction of 50 *etro-
liners. withont knowledge as 1o whether the trains
would be able to operite to the degree anticipated for
the demonstrations. Inview of the significant Govern-
wient funds connnitted to the demonstrations. the de-
velopment and testing el prototypes should have been
encouraged to provide greater assurance that later
demonstrations could be carried out as planned.

Also, the contracts with the railroad company and
with the lessor of the Turbo-Trains did not provide for
a reduction in the amount of the contracts in the event
the trains could not be used as planned. As it was not
known whether the trains wowid perform as antici-
pated, a provision should have heen imcluded in the
i'ml_tl’:l{'.ls o protect the investiment of the Government.

The Department of Transportation agreed with
GAO's proposals that when the Department sponsors
future demonstration programs imvolving new equip-

‘ment, it should (1Y encourage the use of a protowvpe
to insurg, to the extent possible. that the equipment
will perform as anticipated and (2 provide for con-
tract price adjustments if the equipment is not used
to the degree planned. The Federal Railroad Adminis-
tration issued a policy statement providing for the
adoption of these proposals in sponsoring future dems-
onstrations. ( Report o the Congress, B-164497:57,
Jan. 27,1971}

124. Contract Award Practices and Administra-
tion.—The contracting policies and procedures of the
Fedéral Railroad Administration ( FRA), Deparunent

of Transportation, contained weaknesses aflecting the
timeliness, legality, and proper administration of
contracts,
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Because of the [requent requests for purchase re-
quirements on an ureent basis, the contracting oflirer
was not provided with suflicient leadtinme o camplete
procurcinent actiens before the work startine dages.

This resulted m the frequent vse of better contracts

ane a ening of competition. Abso, the contraciing
ofticer failed 1o defmitiee the letter contracts into neso-

tated contracts na thnel man el was wmunle to

negotiate sone contracts until aleer substantal

amounts of work had been completed. Onseveral oe-

casions, FIRA project oflicials directed contractors o
perform work prior o obtaining anthovizadon from
the contracting oflicer. Voo there wers po svstematie
CORLIael Coat |'}l‘11|'lll “ll‘th"lli‘.

PR agrveed with GAOYS recomendations for cor-
rective action.  Repore to the Acong Aduiinistrator,
FRA. Aue, 21, 1979

125. Acquisition and Utilization of T-38 Jet
Aircraft. - GAO's review of the Nauonal Aeronautics
and Space Administration - NASN: Manned Space-
craft Center’s procurement of eicht T-38 atrcraft at

acost of abont 36,7 million for use in the astronaut
am indicated that some of the eivhi
aireralt might not be needed 1o meet astronant and

training  prowr,

stall pilot lving requiremients. The estimated future
fving recpurements used o determine the nomber of
atrcraft aeeded exeecded the past fiving experience. In
addition. NASAS announcement that the number of
astronauts is excess by ahour one-thivd also indicated

that future Hving re

rements were likely to decrease
instead of increase.

Beeause of the possibility that the purchase of some
of the undelivered aiveraft could be canceled, GAO
suggested that NAY N reassess the need for purchasing
the eirht aircrait on the basis of a consideration of its
past flying experience as an indication of future fying
reguirements,

ment action had been reassessed and that the ajreraft

SA did nat coneur and stated that the procure-

were needed to meer the requirements of the astro-
naut training progrant. { Report 1o selected connnittees
of the Scunate and the House, B-172171. May 28,
1971}

Facilities, Construction, and Leasing

126, Administration of Construction Contract
Provisions.—The Army Corps of Engineers and the
Naval Facilities Engineering Comnmand are agents for
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the Department of Defense (DOD . in the construce-
tion of military facilities. GAO reviewed their inspec-
tion procedures for insuring that construction is in
accordance with ¢ nwract specifications and found a
need for strengthening such procedures,

A number ef military facilities aceepted by the Gov-
ernmient as completed were not built in compliance
with contiact specifications. \s a result, the facilities
were not fully sadsfactory for their intended use and;
or the Governmicat had to spend additional time and
effort having deficiencies corrected.

GAQ recommended that the Secretaries of the
Army and the Navy have the two vconstruction

f\f._{l:l'l(:l(’:i'.
Svsternatically monitor the enforcemont by field
offices of the quality control programs of contractors,
Review the inspection reporting practices of field
offices, correct those not in compliance with ageney
regulations, and implement a svstem for prompt
comnunication of inspection findings from the ficld
offices to the construction managenwnt levels,
Improve the Artmy training programs for inspec-
tors and establish such programs in the Navy.
Perform more comprehensive reviews of field of-
fices’ implementation of agency procedures for in-
spection and supervision of military construction,

GAQO also yecommended that the Secrete=v of De-
fense take action to insure that the twe vonstruction
agencies exchange information and coordinate activi-
ties in areas of mutual interest regarding constiziction
quality assurance. ;

DOD agreed with these recommendations and 1
June 1971 advised GAO of the corrective actions
taken or planned by the two construction agencies.
tReport to the Congress, B-171496, Apr. i6. 1971}

127. Department of Defense Reporting to the
Congress on Nonadvertised Military Construction
Contract Awards,—In August 1970 GAO issued a
“report to-the Congress on a survey of certain aspects
of the'award and administration of military construe-
tion contracts. :

- Under the military construetion authorization acts,
- the military-departments are required 16 1eport to the

ress all nonadvertised  negotiated } anilivary con-

struction contract wwards: The fiscal year 1968 reporis
BRLY] npml’riwrli;c‘d-ch.tr:lrt :n_u‘ur'(ls, totaline S0

and mdicated that about 91 percest of the

af mifitary constructon contractod for indhat

el iwivem

GAO found that the reports o the Congress did not
include most of the nonadvertised military construc-
tiem vontract awards for work overscas, GAQO identi-
Hed 125 awards of this type: 100, waling $184 mil-
Lon, in Southeast Asia: and 25, wotaling 87 million, in
the Republie of Germany. Iy ion of these ove
awards in the nonadvertised contracts reported to the

L:t)l]_([]'l'_':s‘.' would have shown the prnpunil)n of adver-
tsed conmtract wnounts in fiscal vear 1968 o he 72
percent rather than 91 pereent.

GAQ noted also that the Deparunent of Defense
DO was not required to report to the Congress
nonadvertised construction contract awards financed
with other than the mility constmction appropria-
tions. GAQ identified nonadvertised military construc-
tion contract awards of $98 million in fiscal vear 1968
that had heen funded from other appropriations

principallv procurenment appropriations. In addition,
GAO had Tound in an earlier review that subcontracts
for construction had been wwarded by prame con-
tractors holding nevotiated defense contracts for re-
search  and  development and  for production  of
naderiel

GAO suggested thar DOD require the military de-
partments 1o unprove their practices in reporting to
the Congress. In response, DOD stated that cther
means had been used 1o keep the Gongress informed
of the overseas awards diseussed in GAQ's report. The
Deparunent, however, concurred in dhe suggestion and
cited new instructions that had been put inio effect
Lo insare proper reporting in the future,

Sinee the requirement o report nonadvertised il
itary construction contract avards does not extend to
contracts lmanced fvom other than the vy con-
struction appropriations aud in view of the substan-
tial amounts involved. GAO suggested that the Con-
wress might wish to consider reguiring DOD o
hroaden its reporting o include these contracts. Re-
port o the Congress. B 133316, Aug. 18, 1970)

128. Problems in Developing the Fast Flux Test
Facility.—-The Fast Flux Test Facility (FFTF) was
being designed to provide for radiation exposure of
fuels and materials under conditions similar o these
expected 1o be enconnrered i liquid metal breeder
reactors. Construction of the FFTEF was estimated by
the Atomic Enerey Commission - ALCH o cost $102.8
mdihon.

Delavs were encountered in compleung the concep-

tsal desten o the FIFTF he fust step i the design

evele, thi Cresultine i compressed schedules Tor



Thes:
delavs were caused by management problems: specih-
cally, the laboratory responsible for the project had

completing the remaining phases ot the work.

not established an engineering-oriented  organization
with sufficient management and echnical capabilites
nd, ALC
did not effectively Ering about changes in organiza-

o develop a complex project such as FETT,

tion and desien approaches that had been identified
as being essential. Also, the wehnological base for de-
veloping the project was not 25 advanced as mitially
believed.

AEC agreed with GAO's suggesnon that AEC re-
view the reactor acvelopment and technology orga-
nization and all levels of contractor and laboratory
management involved with the project 1o sireamline
the organization. to strengthen review channels, and
to provide some assurance that there will be maxi-
mum contribution by stafll and management 1w
this high-priority project.
B-164105, Sept. 23, 1970)

{Report to the Congress.

129. Buiiding Under Construction Different
Than the One Described to the Congress.—At the
National Aeronautics and Space Administration’s
NASA) Maunned Spacecraft Center, an engineering
building under construction was substantially diffezent
in function, program application, and cost from the
one NASA described and justified to the Congress.

The  building authorized by the Congress was esti-
mated to cost about $2.6 million and would have pro-
viced office space for 704 cmployees of the Manned
Space Flight Program. The building under construc-
tion was estimated to cost $2.4 million plus about
$14.8 million for laboratory equipment and would
provide primarily laboratory space for employees of
the Larth Resources Survey Program.

There was no indication that the Congress or its
committecs had been notified of the change; however.
the engineering building was not identified as a spe-
cific item in the NASA authorization act. The GAO
has long held that the breakdown into amounts of
individual items in an agency's budget estimates pre-
serited to the Congress that are the basis on which
lump sums are appropriated is not binding oa the ad-
ministrative uﬂ"(‘c:‘ of the agency unless such break-

i

down is carried into the law., GAO sees no reason why
such position shouldn’t be equally applicable insofar
“as lump=sum authorizations are concerne.

- GAO stated that the committee might wish to con-
“sider identifying in NASA’s authorization acts the spe-
cific- projects to be construrted  with appropriated

CAABBE 0 Tl - 6
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fundds, 1l wientfu ation would restrct the aviulabil-

s of funds approprianed nder the construction of
facthues appropraitions o the projects amd aunounts
whentificd & weattlorizatio bty

In thie 1972 fseal veur autnorzauon for NASA, bl

LR T reported out by the conmitter identified

the speatie projects o be constructed with appropr-
ated funds, On June 290 1971 the Senats passed the
authorizavon il which we fuded the dentiicaton of
the projects.  Report w the Senate Connmitier on
Aeronautical and Space Sciences, B- 163118, Mar, 29,
1971

Procurement Procedures and Practices

130. Potential Savings by Replacing Govern-
ment-Owned Sedans Each Year,- The Federal civil
awencies had a domesuce fleet of 47,000 sedans at the
end of fiscal vear 1969, The cost of cperating them
during that vear was $27.7 million, of which $17.8 mil-
lion was related to the 22,500 sedins i the General
Services Admimistration’s GRS
pools.

GAQO reported that replacing GSA's seduns eacli year
rather than every 5 vears would save the Government
an estimated $3.1 illion annually becavse (1) main-

Interagency motor

tenance, repair, and tre costs are lowest during the

first vear of ownership and 12 the discount obtained

by the Government wi
tially offsets the depre
of ownership.

GAQ recommended that the Adimnistrator of Gen-
eral Services, with the concurrenee and cooperation of
the Office of Management and Budger (OMB) :

n it purchases sedans substan-
tion factor duning the first yean

Adopt a l-vear replacement standard for sedans
in the interagency motor pools.

Revise the Federal Property Management Reg-
ulations to require other Federal civil agencies to
adopt a l-year replacement standard for sedans.

Examine into the feasibility of adopting a l-vear
replacement standard for station wagons and light
trucks in the civil fleet since they are purchased
and operated under conditions similar to sedans.
Department of Defense vehicles are not subject to

GSA replacement standards and were excluded from
GAQ's review. However, because the findings might
have application to these vehicles as well, GAO recom-
mended that OMB examine into the [easibility of
adopting a l-vear replacement standard for Depart-
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ment of Defep=: sedans. station wasons, and light
trucks.

GSA agreed with GAO's proposals. OMB also
agreed that & l-year replacement cycle for GSA's
secdans was optinal in the long ran bur planned w
coutinue the cwrrent replacement evele for the present
time - primarile because of the jmpact of the addi-

all Federal budget
ang the yelative prieritc of other Federal projects.
GAO expressad the bel o that the pavell on the capi-

tal onting w

nal capital invesuuent on the ove

significamt and  that the additional

capital mvestment plus imputed intevest would be
tecowered  throurh annual savines in aboat 2 vears.
“Report o the Comeress: B-138712, June 9, 197)

131. Career Program for Procurement Person-
neli- Depsrunent of Defense. 7DOD
ol weapons, support equipment, and other goods and
s tens of billions of dollars annually and
mvolves handreds of thousands of procovement trans-

pr WATeIIeC il

ErviCes Lo

actions. The procureinent transactions are subject o

TUNIETot; -:'u:alt_mrﬁ', volicies, regulations, and divectives
and peduire procuvement personnel with a great deal
of special knowledee, skill, and dedication. GAO made
w study of the effectiveniess of the Departinent’s pro-
gram for recruiting, training, and stimulating people
‘o pursue careers' in the procurement field.

The development of the current career program for
procureirent personnel was prompted by the Secretary
of Defense in 1965, Because of resistance from some
of the services. however, the program was not fully
implemented. :

“GAO's study showed that, to revitalize the program,
a major effort needed to be directed toward (17 up-
dal.ing- the progrun to meet the needs of procurernent
as envisioned for the 1970's and beyond, (2} recog-
nizing the conflicting career objectives of civilians and
of military officers in procurement, (3} raising the
status of the procurement field, (4) attracting young,
high-caliber people, (5) providing more data to assist
the Defense Procurement Carcer Management Board

~inits decisions, (6) improving the selection.of person-
nel for managerial procurement positions, and {7)
civing: more. intensive management attention to the
pmgram;'th'e responsibility for which is split between
two part-time boards,

‘GAO “recommended that, o meet future needs
of p.]_'OClll'CI_r}enl, the Secretary of Defense iniriate ac-
tion'to update the ¢uwrrent career program and resolve

_other issues rziis‘«er_! in GAQ's report. To insure a corn-
- plete and -objective evaluation of the progr

1, it may
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be desirabie 1o use experts from DOD, other Govern-
ment agencies, industry, and educational institutions,
T'he evaluation should be directed to:

Creating one organization to manage the program
on a full-time basis.

Establishing prervequisite education requirements
for use at the trainee level.

Studying the feasibility of a separate recruiting
program for voung trainces.

Formulating a program to reduce the turnover of
voung people,

Performing an m-depth analvsis of the broadened
procurement function o determine the optimum or-
wanization structure and staffing requireinents and
to lav out career patterns and 1.1';'ining I(:t|uirr_'d to
meet the staffing requirements.

Establishing a vealistic career appraisal and coun-
seling program.

Caonsidering establishanent of o Department ol

Ik‘[t‘lti(' ])I'fll'll]'l'l'ill'lif ili'ii[l{‘ltl)' i

r dl‘\'t'l{li)iHu M-
agement personne! and as o center for direction of
procurement waining resardless of where the train-
ing s conducted.

Establishing a management information system to
provide information for making aecisions in recruit-
ine. training, and overall management of the career
prograin.

Formulating a separate funding program or tak-
ing other steps to prevent disproportionate cuts in
traimng funds during overall fund cutbacks.

Apprassing the effectiveness of the Central Auto-
mated Inventory and Referral System.

Determining the requirements o raise the status
and enhance the image of the procurement career
field.

Establishing uniform standards for selection of
personnel for the procurement function.

[nsuring that the career program provides full
and satislving career opportunities for personnel en-
tering the procurenient field.

Working with the Civil Service Cemmission on all
proposed corrective actions under its purview.
GAO was advised that the Department of Defense

would undertake an intensive effort to improve its

procurement career development program for both
military and civilian personnel. {Report to the Con-
gress, B-164682, Aug. 13, 1970+

132. Emergency Procurement.--During fiscal
vear 1968 the Depaument of Defense negotiated about



i oo
#5.4 billion of emergency procurement: about 72 pei-

cent was nesetiated without obtaining  competition.
Emergency procurement declined 1o about $2.5 hillion
in hscal year 1970, but the percentage of noncompeti-
tive procurement remained at about the fiscal vem
1968 level. GAO found that many of the noncompeti-

tive procurements might have beep made competi-

tively, at lower costs, and with acceptable time for
delivery,

A peport issued o the Congress in March 1971
pointed out that GAO's yeview of 51 noncompetitive
proeurenments mnounting to $33 million showed that,
for 36 of them amounting to $31.5 million, there wis
information avadable at the tme of the awards than
there were other suppliers who could have delivered at
lower prices and within the desired periods, €GAQ
estimated that. had competition Leen obtained. ahout
83,1 million could have been saved on 11 of the 36
procurements and an amount not readily determinable
on e ren

1 22 procuremints.
GAO recommended that decisions to procure non-
competitively in emergencies be based on:

Ardetermination that the selected supplier can
make delivery a specilied number of davs, weeks, or
months carlier than other suppliers.

An estimate of the additional unit cost to result
from the proposed noncompetitive procurement,

A statensent, from the commander of the activity
needing the item; that the additional cost is justified
by the time saved,
The Deputy Assist
dsiiest advised that there was no need to
implement GAO's recornmendations because procure-

ant Secretary of Delense  Installa-

uons and Log

ment officials were already giving great weight to the
urgency of need cited by the requesting activity and
were considering availahility of other sources of supply,
price factors, and other relevant matters in decisions
to procure without competition.

GAQO pointed out that the degree of urgency for
emergency procurements was generally indicated only
by relerence to o high priority mumber on the procure-
ment request without support as to urgency ol mis-
sion, ‘date material was required, or effect of delay.
Little attemipt was anade -to determine whether the
earlier projected delivery date was worth the additional
“cost. GAO:stated that its findings showed a need for
the !'l‘:(‘nlll!l‘i(511(1(‘d impl_':wc:rlfrm-; in ;1\\';1|1_]ing cmer-
gency  procurcinents. {.Ri‘pul'{ to” the Congress, B3-

171561, Nar. 25, 1971)
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133. Small Purchases (Department of De-
fense}.-A small purchase is described in the Anned
Services Procurenent Recuolation

s the procurement
of supphes and nospersonal services the asgregate
anount of which does not exeeed $2,5000 In fiseal year
1969 smadl purchases i the Department of Defense
DAL awmounted w SLE billion for abour 6.9 mil-
lion wansactions. OF the $1.6 billion, about $926 mil-
lion (58 percent was awarded without competition.

Inan carlier exawsinaion GAO had found that buy-
ers had not heen aware that some of the items they
bowght were listed in suppliess” catalogs or Federal
stock catalogs av lower prices, GAO found also that in
many cases the buvers lacked suflicient informition
concerning the items they were buying 1o enable them
1o adequately cvaluate the reasonableness ef the prices
charged by the suppliers.

GAQ examined into the implementation of the cor-
rective mesures established by DOD and the military
services alter the hearings held in the fall of 1967 by
the Subcommittee for Special Tovestizations, House
Commmittee on Arnmned Services.

The examination indicared that most of the loca-
tions GAG visited had efTfectively nuplemented the cor-
rective measures. GAO's tests showed that generally
sinall purchases were fairly priced. GAQO believes, how-
ever, that DOD should continue to menitor this area

closely beeause of the Tirge number of siall purchases

and the sionificant number of personnel who are en-
vaved in making small purchases.

Aniong the improvements noted were better train-
g of hoy

s, improved procurement data, and more
extensive intermal reviews of small purchase activities.
Also. the Department published o Small Purchase
Manual. { Report to the Congress. B-162313, Jan. 29,
1471

134. Small Purchases (District of Columbia
Government).—GAQO examined small open market
purchases made by the District of Columbia Govern-
ment. During fiscal year 1968, Diswrict agencies proc-
essed 38,675 purchase orders, totaling about $4.6
million under authority delegated 10 them by the
Burean of Procurement to make pucchases direetly
from vendors for supplies and services within certain
limitations.

GAO's review of 5,300 purchase orders showed that,
generally, mformation recorded by the agencies was
not sutlicient to fully identily the items purchased:
agencies did not avail themsehves of Federal or Distriet

supply sources when identical or similar items were
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available av less cost: purchases excecded the open:
tarket nnitation of $500 10 any ene day from any one
vendor and on oceasion purchases from a sinele vendo
were split, apparently in order to stay under the appli-
cable doliar Tmitation,
GAQ found that of the §

market purchases reviewed, tems costing $143.000 o

D00 worth of simall open

about 26 pereent of the total dollar value of purchases
were procured from 18 vendows. The laroe amount
procured from only 18 vendors indicated a potendal
for consolidated procurement and resultant savinas.
The District established the Burean of Procurement
for the purpose of obtaining the maxinum advantages
of centralized puwrehinsing. The provurement officer
agreed with GAO that further improvement in this
avea was feasible. The Distriet plans to establish an
optimal District-wide inventory control system which
when propecly implemented should greatly veduce the
need for small open market purchases. ( Report to the
Cormmissioner,  District of  Columbia  Government,
CJan. 6, 1971

135. Use of Government Sources of Supply.—
The costs of administering the Medicare program
could be substantially reduced if the Social Security
Administration (S8A), Department of Health, Edu-
cation, ana Welfare {HEW, were to authorize Med-
icare contractors to use Government sources of supply_

GAO suggested that SSA authorize cost-type con-
tractors administering Medicare prograon functions to
1} acquirve oflice furntture and equipment and ex-
pendable supplies through General Services Adminis-
tration suppiy sources without requiring that title be
vested in the Government and (2} acquire printed
forms under Government Printing Office term-printing
ontracts when such items can be acquired at more
favorable prices than obtainabie through cominercial
“sources. GAQ sugegested also that the HEW Audit
Agency take steps to insure that pewsonal property
acquired from ('ioi',m'l_mmnl sources of supply arve used

for Medicare program purposes.
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Officials of TTEW and SSA aureed with GAO's sug-
westions, and procedures were dralted accordingly.
[ Report to the Secretary, HEW. B-16403104), July 21,
1970,

136. Lease Versus Government Ownership of
Mail-Handling Trailers.—--GAQ's examination into
the cost of Jeasing versus the cost of Government
ownership of mail-handling trailess in the New York
City area showed that the Post Office Department’s
leasing rates had declined fram §7.25 a day in 1966 10
S0 a0 day in fiseal vear 1971 and that the average
daily cost of Govermnent-owned wailers in the vear
ended April 5, 1970, was $1.32. GAD concluded that,
since the eost ol Government-owned trailers approxi-
mated the cost ol leasing i fiscal vear 1971, there
would have heen litle or no financial heneit, at that
e, i acquiring additonal trailers in the New York
City area on - Government-owned hasis. GAQ sug-
gosted, however, that, becanse the leasing rates ap-
pearcd to fluctuate sharply from time to time and
beciuse Govermment costs also were subject to change,
the Department sheuld restudy these alternatives pe-
riodically to detenmine the most economical method
of acquiving maik-handling trailers

The resuls of GAOs examination were discussed
with postal officials during hearinegs held in March
1971 before the Subeommittee on Treasury, Post Of-
tice, and General Government, House Committee on
Appropriations. During those hearings, the Assistant
Postmaster General for Finance and Administration in-
dicated that the Department had not planned to pur-
chase any trailers for the New York City area in fiscal
vear 1972 and that future lease versus Government-
ownership decisions would give recognition to GAO’s
examination results. {Report to the chairman, Sub-
committee on Treasury, Post Office. and Executive
Office, House Commitiee on  Appropriations, B-

114874, Nov, 27, 1970
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RESEARCH AND DEVELOPMENT

Development of Major Wearon Systems

137. Selected Major Weapon Systems.—The
acquisition of major weapons has required 2 large
investment in recent years and has involved substan-
tial long-term commitment of Tuure expenditures
This has

npacted heavily on the resources available
for mher national goals and priorities. Because of deep
concern in the Congress and because of evidence of
serious weaknesses in the weapon systems acquisition
process, GAO undertook 1o provide the Congress and
the Departinent of Defense with a continuing sevies of
appraisals of those factors most closely related o effee-
ive performance in precuring major weapons. In a
report on the first such appraisal, issued 1w the Con-
aress i March 1971, GAO concluded that:

The Office of the Secretary of Defense and the
military services had been engaged in g substantial
elfort to identify and solve problems that had ad-
versely affected the acquisition of major weapon

systems in terms of compromised performan de-

layed availability, and increased costs. Generally.
the newer Weapon procurements were following a
slower development pace, and procurement prac-
tices were more irnnsen_'ati\'(', than those of earlier
periods. Because many of the current programs
were in early stages of acquisition, evidence of the
results of changed concepts was not vet available
o’ adequately assess them, but the outlook was
brighter. i
The identification of need for a weapon system
_ and the relative priority to be assigned 1o its devel-
opmient was a fundamental problem in acquisition
of weapon systems. Initial decisions as to which
- weapon system w ould be dev eloped and the priority
of its dev L'}o;mnm were macle by any one of the mili-
tary services but the Department of Defense had no
organized ‘method by which such proposals could
be measured against the I)cpal‘iment’s total needs.
“Srich a method was under, (lvwiupmcm_ but it was
in its mf'nm\-"

The Office of the Secretary of Defense and the

mihoy services had paid extensive attention o the

prrsistent problens of debaing perfornance char-

acteristics of weapon svsteris and of deternining the
technical feasibhility of achieving that performance,
There were many cncourageing signs that these prob-
ferns were bemng abated. Extensive efforts were be-

e applied .- v in the weapon development proc-
s and
1o constructing and testing the hardware itself to
ility of high-risk components
hefure proceeding with further development,

ess— 1o identifving areas with high design ri

demonstrate the fe

In the preparation of and attentirn given to cost-
cifectiveness determinations, there was a wide range
of quality. This variation had lessened the value of
these studies to the entire acquisition process.

One of the wost important vnresolved problems
in the management of major acquisitions was the
problem of oreanization. The essence of the problem
appeared to be attempts to combine the specialized
roles of major weapon svstemns acquisition manage-
ment into more or less traditional military command
structures. Because of this, there usually were a large
number of organizations not directly involved which
could only negatively influence the project. 'L here
should be a direct relationship between the missions
for which weapon systems requirements are deter-
mined, e.g., strategic deterrent, land warfare, ocean
crmtlol. ete.,, and the organizational structure
needed to acquire them. Such an arrangement would
facilitate grouping related weapon systems in pack-
ages of common mission and -vould permit putting
together an acquisition organization of appropriate
size and stature to handle these matters,

On 61 sweapon systems where complete cost data
were available, estimates to develop and produce them
had increased some $33.4 billion. About one-third of
this increase, or $9.5 billion, represented the difference
between the estimates prepared when the systems were
first approved for development (the planning esti-
mates} and the updated estimates prepared when the
systems were about to be placed under development
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contracts. The remainder of the increase, or $24.9 hil-
Hon, was due to changes in guantities o be acquired
and te a combination of such things as engineering

changes, revisions to estimates, and  provisions for
increased cost due o econonic inflation.

GAO reconmnended that the Secretary of Defense:

Make every effort to develop and perfect a
Department-wide method-—now in its early stages
of development—to be folloveed by all military serv-
ices for determining two things: (10 what «weapon
systems are needed in relation to the Department’s
missions and 2% what the priotty of cacli should
be in relation to ether svstems and their missions,

Establish guidelines and standards for the prepa-
ration and utilization of cosi-cffectiveness studies.
These guidelines should require that studies be up-
dated and reviewed as part of the decision process
when major chatges in cost and/or perforniance
require reviseed schedules for funding commitments,

Place areater decisionmaking authority for each
major acquisition in a single organization within the
service concerned, with more direct control over the
operations of weapon systems programs and with
sufficient status to overcome organizational conflic:
hetween weapon svstemn managers and the tradh-
tional [unctional organization.

Insure that caeh selected acquisition veport © 1
contain a swnmary statement regarding the overall
acceptability of the weapon for its nission. 20
recognize the rélationships of other weapon systenss
complementary to the subject systems, and |3+ ve-

“flect the current status of program accomplishiment.

The Director, Defense Research and Engineering,
expressed general concurrence with these vecommenda-
tions. (Report to the Congress. B-165058, Mar. 15
1971}

138, Production Before Completion of Develop-
ment and Testing.— -Large-scale production of major
weapon systems. priov to completion of development
and testing---concurrent development and production,
or concurrency-—is a primary cause ot cost growth be-
czause of problems-in attempting to produce items. on
the basis of unproven designs. GAQ examined into five
svstems of the Navy, developed and produced concur-
réntiy at a cost- of about $2 billion, and reviewed a
N_a\:y study ‘of 13 weapons, nine of which idso were

) p:jb_i‘]'u('ied' concurrently. The piu-pnsv of the work was
to obtain information on the extent of concurrency in
_the Navy, how it was manaved, how the Navy decided

82

that it was ne

ssary and hikely 1o be successful, and
ed.
Navy's major weapon systems were

what sucress was achie

Most of the
approved for laree-scale production before completion
of developiment and testing. The weapons frequently
would not perform all the funcuons intended, and

sizeable amounts of tme and money were spent to cor-
rect deficiencies. Tt appeared that deploviment of effec-
tive weapons not have heen accelerated by
concurrency and, in fact, may have been delayed.

Since concurrency can seriously affect cost and readi-
it is wise to lit its use to those cases where the
risk is necessary and there 1s a reasonably good chance
of snceess. The Nave procedures for concurrency were
not sutficiently effective. Dec

eSS

wmuakers were not pre-
sented with all the information that should have been
available to them in considering whether to proceed
into production.

The Blue Ribhon Defense Panel—appointed by the
President and the Seeveuwy of Defense in July 1969

to study the organization, structure, and operation of
the Departnient of Defense- - recoremended on July 1,
1970, thar:

A new development pelicy for weapon systems and other

hardware should he formulated and promulgated o cause the
reduction of techoical risks through demenstrated hardware
Lefore full-seale development, and to provide the needed
fexibility in acquisition strategies.
The Panel stated further that the new policy should
provide a general rule against concurrent development
and production. with the production decision deferred
until  suceessful - demonstration of - developmental
proLntypes.

GAO recommended that the Navy revise its instrue-
tion on concurrent development and production to pro-
vide for submission of the following data to the Assist-
ant Secretavies who make concurrency decisions:

A comparison of design performance requirements
with actual performance based on testing,

An assessinent of how essential an unproven com-
ponent is to the weapon systeny, and the feasibilivy
of cither delaying production or using a substitute
for the compoenent.

Documented views of Government activities and
contractors mvolved in the project. as well as the
project mianager. as to the feasibility of proceeding
on a concurrent basis.

An assesstient of the contractor’s ahiliy w pro-
ander  reenlar production

duce  the  weapon

conditions,



- 50C Drone Helicopter

The Director of Defense Reses
and the Navy agreed in general with the reconunenda-

reh and Enginecring

tions and outlined the actions the Navy had taken or
had planned 10 take. ‘Report to the Congress. B-
163058. Nov. 19. 1970}

139. Drone  Antisubmarine  Helicopters.—
Ihrough Juiie 30, 1969, the Navy spent over a quar-
1er of a billion dollars [or the de

clopment and acqui-
sition of the drone antisubmarine helicopter weapon
system. This system, designed for the delivery of 1or-
pedoes by drone helicopters. operates from surface
ships: for the purpose of attacking snd destroving en-
emy submarines. The svstem provided the Navy with
a capability it did not previously have: however, the
sustem suflered from a high rate of loss of the drone
helicopters—ol the 730 purchased. 362 had been lost
through April 1969,

In a rvevort issued w the Congress in December
1970, GAQ pointed out that the difficuliies experi-
enced with the svstem resulied. in large part, from
praducing the helicopters before they were fully devel-
aped and tested, Modific
from which the helicopte

tions of some of the ships

s wWere o ope rade were com-
pleted while the helicopters were still under develop-
ment, This, together with the capability that the
helicopter was: expected 1o previde, created strony
pressire on the Navy and the contractor o espedite
: cl_(:\-c'iupui(ml and delivery.

The concurrent. developtnent and production of
nuaor weapon sys*m!!s by the Navy were diseussed in

carlier veport w the Conoress «Bo163058, Now, 19,

19707 1y that repoit GAO pecomznended that thie
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QH-500 Drone Helicupter

Noawvy revise its instruction refating to concurrent de-
velopment and production o provided for the sub-
mission of meaningful dita 1o the Assistanr Seeretaries
whe make concurrency, deciaons. GAQ recommended
also that the Naval Audit Service give consideration
o making rezularh scheduled qudits of the practice
of comcurrent development and production. The Navy
agrveed in general, - Report o the Congress. B-160877.
Dec. 31,1970}

140. Deep Submergence Rescue Vehicle. --The
deep submergence rescue vehiele s asmall submeraible
cralt desiened o veseue personnel from a disabled sub-

i

s The development cost and time for the res-
cue velicle far exceeded origimal estimates. GAO made
a review to determine the causes.

The estimated cost for the rescue vehicle program
inereased by more than 1100 percent between 1964
anel 1969-- fyorn $36.5 millon {or a 12-vehicle sys.em
and 1 vear of operation to $165 million for a six-
vehicle svstem. The estimated development and intro-
duction period increased from b to 10 vears. In addi-
tion, costs of support equiprent increased because of
changes made in the design of the vehicle which neces-
sitated a redesien of support cralt and some of the
supporting equipment.

In vesponse to an earlier report w the Coneress
{B- 1671 Feh. 20, 19707 in which GAO pointed out
that the increased eflectiveness 1o be obiained from

produsing four more vehicles, in addition o the two
already on order. would be smalf in relation w their
cost, the Navy advised thar e had intiaed o cost-

effectyeness stds, o Dlecember 19 following the
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study, the Navy reduced the prosram o two rescue
vehieles at an estimated cost of $199.4 mil'ion.
(GAQ helieves that a substantial portion of the cost

arowth and program stretchout occurred because:

The origival estimates, made by a Deep Sub-
mergence Svstems Review Group established by the
Seceretary of the Navy, were low and were made
without suflicient desiyn, preliminary development,
and resting.

Ohanges were made in the vehicle design o in-
vrease it capabilities bevond those stawed in the
formal requirement document for the vehicke.

The design changes in the vehicle included an increase
in the operating depth to almost three times the depth
at which rescue ol submari

¢ personnel is possible and
Al INCTease U rescue ca

W from 14w 24 srvivors.,

The Navy mamagement svstem meludes many con-
trols. 1t does not, however, requive Tormal approval
by top-level management of wajor changes increasing
the capabilities of a developmenial system bevond those

ent dovuinent. GAO
found no thorough and well-documented analy

called for in the formal require

s ol

consideration given in the de ing process to
the effects the changes would have on developrnt
cost and time—which were considerable- —or to the
measurement of the benefits obtainable from the in-
credsed - capabilities against the inercased  program
costs.

To provide more elfective control over development

projects and over significant inereases in development
cost and time, GAO recommended to the Seeretary
of the Navy that be require that:

Asuflicient body of desiun, experimenial develop-
ment work, and subsystem testing be done before
promulgation of an end-item  system requirement
document g thus establish a sound factual basis
for :n@lu_n‘izing full-scale development.

Analvses be made of the flpact on program cost
and time schedules of proposed changes designed to
increase the -capabilities of equipment bevond the
required level,

Advanee approval of top-level management be
obrained for all changes which are designed to in-
Crease I_Iili capabilities of the equipinent bevond re-

quirements nd which significantly atfect program

costand tirw schedules.
The Novy considered the management objectives
uﬂ]\h(lt in the recopivendations w be generally sound

Hout did net clte anv actions to be taken. The Navy

“pointed but thats since initiation of the rescue vehicle

4

progran, the I";l‘.!)nrlnu'nl ol Delense established new
methods to T reve the agement ol m.'\.jnr :‘ll“.tiui~
sition programs which will correct the problems GAO
reported.

The new methods should help o insure more par-
teipation by top management in the acquisition proc-
ess, CAD believes, however,
e Navy regulations.
SJune 31971

that it is still necessary o
fReport o the Congress, B~

141. Antisubmarine Warfare Directional Low-
Frequency Analysis and Recording System.—The
directional fow-frequency analvsis and recording sys-
ten DIFAR ical to the proper op-
eration of the Navy's Tatest land- and carrier-based

is regavded as ¢

means of detecting, classifving, localizing, and attack-

o enemy subiarines, [t s intended as the principal
antistibmanine sensmg means in the P=3C, the latest
ion of the lind-based P-3 patrol aircraft. Older
versions of the P-3
fined with DIFARL The expected costs of procuring
P AC awcralt, which will depend upon DIFAR for
achievement of the antisubioarine warfare role, will be
abour 2.6 billion. A total of about $530.2 million had

W

and other aircraft are to be retro-

been expended in the developiment, wst, and evalua-
tion of DIFAR and it was estunated by the Navy that
the wtal progrant costs would e in the hundreds of
millons,

I a report issued o the Congress in June 1971,
GAO stated that the Navy avwarded contracts in April

1664 for the production of DIFAR for deployment be-
fore satisfactory testing 1o deternimne its suitability for
use i an operational environment and despite avail-
able evidence which indicated hat its performance
would net acceptably meet requirements,

A production contract was awarded for a more com-
IDITAR 11
fully tested prior to award even though a less complex
svstent {DIFAR 1) had failed testing. GAO believes
that neither system was ready for large-scale produe-

plex system which had not been success-

tion at the tine the production contracts were awarded.
To preclude the production of developmental
equipment which has not yet demenstrated its ability

o mect preseribed objectives, GAO - recommended

that Navy istructions be vevised to require that:

The approval for production prior to completion
of development and testing be contingent, as a mini-
nin, on the cquipmnent sansfactorilv passing a suit-
able wehnieal evaduation tst by the responsible test-

TR TTE T



The equipment design wsted be the same as the
design 1o be produced.

GAO recommended also to the Sceretary of the
vy that:

DIFAR be thoroughly proven in the P-3C air-
craft prior to installation in other aireraft.

The Chief of Naval Operations have adequatwe
information on which to base his decision for pro-
ducing an unproven item for deployment by requir-
ing that the request for authority to produce it
include a comparison of the design performance
requirements  with  the  performance  actually
achieved as the result of testing,

The Assistant Secretary of the Navy o Financial
Management ' stated that the Navy agreed with the
intent of the recommendations, but did not state that
specilic actions would be taken with regard to the
recommendations. « Report 1o the Congress, B-160877,
June 4, 1971

142, Surface Ship Sonar System.—In a repont
issued to the Congress in March 1971, GAO stated
that the Navy began procurement of the AN 'SQ5-26
surface ship sonar system before completion of initial
development and testing. As a result, the systen under-
went continued redesign and modification to correct
numerous equipment deficiencies and to incorporate
features to improve performance. The cost to develop
the system, which was estimated in May 1960 to be
about $12 million, increased to an estimated 101 mil-
lion by 1970; costs of production units increased: and
delivery of production unitswas often later than origi-
nally scheduled. With the possible exception of the
most -current models of the system, performance was
below expectations.

In an carlier report to the Congress on the Navy's
large-scale .produ.ctiml of major weapons hefore
completion of development and testing (B-163038,
Nov. 19,1970}, GAO had recommended that the
Navy revise its instructions relating to-concurrent de-
velopment and j)l‘bduction to provide for the submis-
sion of meaningful ‘data to the Assistant Secretaries
who make concurrency decisions and that the Naval
Audit Service give consideration to making regularly
scheduled audits 6f the practice of concurrent develap-
ment and production: The D
with these recommendations,
‘B-160877, Mar. 9, 1971

avy, in general, agreed
 Report wo the Congress,

SECTION |
143. Tactical Vehicles.-— The Army Tank-Auto-

motive Commuand i responsibie tothe Ay Materied
Command for the development amd procurement of
tactical wheeled and wacked vehicles. During fiscal
vear 19700 a wotal of $35.9 mitlion was programmed
by the Ay Tank-Automotive Compaand for Tune-

tions relating to research and develapment of vehicles,

and  the Command  avarded  contracts valued  at

53457 mullion for wactical vehicle producuon, GAO
previous studies and  stadies by the Ny Audn
Ageney yevealed management weaknesses. Recom-

mendations for improvement had been made as o

L
sult of the studies,

GAQO made a followup review and found that prob-

lems continued despite orsanizauonal and procedural
changes.

l'a Hprove the manavement of the actical vehieles
development program. GAQ recommended that the

Army msure that:

Reguivements dociments specifving, in accord-

ance with extsting reculations, the desired charae-
teristics of the vehicles wo be developed are prepared.
thovoughly analvzed, and upproved at the Depart-
ment level before anv full-scale development efforts
arc initiated.

Approved  requirements documents elearly

forth valid and reahstically attainable requirements,

bused upon prior exploratory and  experimental
work, to pennit full-seale development and produc-

tion within the designated e Trame,

Croordination and commnunication between the
developing and using agencies are improved to pre-
clude the need for significant deviatons from, or
lzter waiver or relaxation of, desicn or performance
characteristics deemed essential by the user.

JM4I10E1 2Vizton, Bx8 cargo truck
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MA48 b-ton tracked cargo carrier

XAMTS0 1Y etom, soft tire trached carge carsier

AMass prodection of vehicles s anthorized only
after the vebicles have demonstrated the eapabilities
to meet the essential characteristios established and

after the prospective wser has pronounced them
suitable, thereby minimizing costly changes during
production.

Management places aveater emphasis on the
timely dissemination of complete and current data
o decisionnaking acencies and, o the extent pos-
sible, mamtuns cominuy of participants from one

meet

w0 the next throughout the development
project o promote stability.

Muodh S-ten. Bx8 cargo uck I'he Assistant Secretary of the Ay Research and

Dievelopment - avreed, i gencial, with these vee

M-

mendations and cited the actions taken. These actions
wichuded the followine,

Army reaubations were changed o require an in-
provess review that will show proof - thar advanced
developraent = procressing satsfacrorily, or that the
degree of visk s Snown and is aceeptable to the
Ay, privg to continutnye developient.

Ay resdanons were changed to require more
detatfed information to obtan authorization (o
nuass production.

Coontin

i wis By nuontained oo the review

Pt ~ preeiret s -].l'plili--‘_ and other

Bih-fivel project oranagement sneinbers, amd the

Hi=odesy revivis nere strengthieped by seguiring
cotite penshers 16 cotpnent e the rginates . ol

435 Ll b
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ALY Delieves that adegnate nuplementatea of
thirse actions and l(!lllimliu_u Ianasement altepion
shionld arprove the Avy's penmigeeent of s Lastcal

vohicies i

Hdoprnent progta.
sress, 18 1332060, Jan, 27, 1971

R{'!'lllli v thie Llon-

Research and Development-—General

144, Basic Research Programs. GAQ senght
o evaluawe the practices followed by the An Foree
Onhee of Seientitic Research  OSK -
and using the resubts of research projects. A\
the: tine af
12000 l.ll'i'lil’f ts. costing abont $28% mllion. st of
whieh had been pro

in selecting, man-

the review, OS8R was supporting about

wied and were being performed

T universing researchers.

Federal policy is that the National Science Founda-
tion will provide support for general-prrpose resealy

Other Federal wgencies should support basic resenrch

ounlyv in arcas closely related o then missions. This pol-
ey i set forth in an Executive order as well as a De-
partment of Defense divective. Guidelines for applving
this poliey were not provided, however

OSSR interpreted this poliey broadly when selecting
projects o he funded. Also, it did not prepare wrinen
Jnstification showing the hasis for supporting the proj-
vets. Although many of the projects appeared 10 be
closely related 1o the Air Foree mission, some did not,

Air

Support of research not closely related o the

Force mission reduces the eflectiveness of s hasie

vesearely program sinee fewer dollars are available for

closely related research. _

Linnediately dlter GAO's evaluation the Air Foree
reviewed all current projects in OSR as part of
Defense-wide study following enactment of the 1970
-l)L fense proc ureient authorization. This act contained
a provision forbidding the use of |9 0 Tunds for ve-
searchi’ ]nn;w‘la awhich did not h.lu;. a direct and appar.
ent relationship o a specific military function or
operation. On the basis of its review, the Air Foree
fie COSR projects——10 percent of the ac-
Because of insufficierit relevance,

tive projects _ :
-;*J'\(} found alzo that OSR «

iy beneli }luuL Ll< baisie redearci program beeausy

not ohtaining waxi-

Ccenaid procedures were not i_'«‘mxn_luntllv foillowed.

Supeveitlande oce

ongoing veseareh projects was

ot addigi ie o dndite that carchiers dicd not de-

Ni lmm.ti- ap frong the awrevil

vinte fig
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tothie prnecrpad tnvesteator wendd de-
vele t the project

Prowebares for wisarine than abi

--.;_u:r'i-r': ST s

reports were heing reeeived not consistenily

Taditwred . sopine Teports wiele net obtained and

others wens obraned only after long delays,

Procedures for disserninating o b pesults wen

titat fudiy

Hevtine

A sucgestedd thar the Deparument of Defense

pssie cuidelines Hinnne defense Tundi

1 !:l'r'a_ir'n'iﬁ

which wene cleariv relevint w assiened mis

sideration should he viven o the most appropriag
starch i view o thie pissions
mili-
tiry el ol Govermment and private. Instone tions

Sueney e ‘iili}“!nl': IE." 1
and reseiren perfonmed by other oveanizations-

shoudd be dssied recpiivine the need for each conprac

10 b clearty establishied nowrivne. GACY made alen o

nuner of surgestions for i'll-})rh.‘l.-" PR e -

Force wok seticns which were re-
GAQYs
Congress, I3 170801, Jan.

l('{.hlli'c.. II"U'
spotisive 1o SUPROLTInN,

L1l

Ri'l:m! 10 the

145. Tours of Duty for Managers of Major Re-
search and Development Projects.. The

.\1.llt‘l'jl'1 Clommanid s 1':_<\'-Jr.1'|-.'i|\|l.- for the teerated

Army

I'l_'\L‘LII'L'h. chived dopnneid, and [ill'iilll -IIPII nanagement

of the Aro's materiel needs The cost of these activi-

ties s oover S8 billion aunuabh . Ahouwt hadf of this
worke - involving the nost ceitiad or costly provrams

somanaged ol officerss called project man-

agers, Because of conwressional mterest imothe tenue

of militany managenient offioals, GAL reviewed the
project managers” wurs of duy,

The Army was not effectively nupleteniing existing
policy and werulations that projec manawers serve a
the time considered
Muost af the proj-
cot managers had served less than 2 vears, Most had

twur ol duty of ar least 3 e

essentind for such eritieal positons .

been reassigned and some had vetired belore complet-
ing a 3-vear tour of duty. Overlapping tours of duty--
which provide continuity of lewdersiiip and expertise
and reduce the need for act 2 project managers-—-
were almost nonexistent,

Aithough project managers may be either nulitary
officers or civilians of comparable erade, the Aty had
not viven soflicient constderanon to the wse of civilian
peesonnel in Glling these posinons. AL project man-
agers had been mulitaey offieers who were subject o

hieh npnover through veassieniient or reiirement,
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The Army agreed generally with the GAO findings
and proposals for extending the tenure of project
managers. The Army:

Revised regulations to stabilize the tour of duty
of project managers for an “indefinite” period.

Revised criteria for selection of project managers,
including exclusion of officers facing mandatory re-
tirement within the expected tour of duty.

Arranged for estimating requirernents for project
managers 18 months in advance to provide for an
adequate overlap of project managers on a continu-
ing program.

The Army believed it preferable to fill project man-
ager positions with military officers on the basis that
they possess the breadth of experience in the military
art to give them an understanding of the problems
faced by the Army in the field, GAO pointed out that
this expertise could be provided by military personnel
not necessarily assigned as project managers. The
Army, in its revision of regulations to stabilize the tour
of duty for an “indefinite” period, did not clarify the
term “indefinite’” and, in its provision for an adequate
overlap of project managers ona continuing program
did not establish a minimum period of overlap. There-
fore, GAO. suggested that t’ e Secretary of Defense:

Modify the criteria for selection of project man-
agers to insure appropriate consideration of civilians.

Clarify the term “indefinite” in the stabilization
policy.

Establish a minimum period of overlap.

GAOQO found on the basis of hmited tests that con-
ditions similar to these in the Army also existed in the
Navy and the Air Force and discussed them with
officials of the Department of Defense (DOD), the
Navy, and the Air Force. GAO suggested that the
Secrztary of Defense insure that appropriate action
is takeri to correct similar deficiencies in the Navy and
the Air Force.

GAO suggested also that the Congress might wish o
urge DOD to use civilians in these positions to a
greater extent to avoid the problems encountered in
the use of military personnel.

On Nm;femher 24, 1970, the Director of Defense

~ Research and Engincering, on behalf of the Secretary
of Defense, replied to GAO’s report to the Congress.
He stated -that DOD agreed with (1) GAO's belief
that program managers are extremely important in
the weapon system acquisition process and that em-
phasis must be placed on the selection, continuity, and

tenure of these persons and (2) the findings and rec-
ommendations in GAQ's report. (Report to the Con-
gress, B-167412, Aug. 31, 1970)

146. Procurement of Munitions Under Devel-
opment.—GAO reviewed the procedures and prac-
tices of the Army in authorizing production, purchase,
and field use of developmental munitions. The review
was limited to a specific round of howitzer ammuni-
tion because GAO was informed that the procedures
followed were representative of the procedures in
managing other developmental munitions.

Production and operational use of materiel prior
to completing development and testing is referred to as
concurrent development and production or concur-
rency. The concurrency of Army munitions is author-
ized by a “Limited Production” (LP) classification.
Ttems so classified are to be used only for the urgent
requirement they are intended to fulfill.

The howitzer ammunition had been authorized as
LP for 1 year to fill an urgent requirement for close-
range, direct-fire capability in Southeast Asia. The
itern was still in limited production 3% years later,
although authorization [rom higher echelons had not
been obtained. The rate of use in Southeast Asia was
far lower than had been anticipated but production
was continued and resulted in excess stock.

GAO proposed that the Army improve its overall
management of munitions development by:

Reviewing all LP munitions to deteraine whether
similar problems warranting correction cxisted.

Enforcing its regulation requiring that LP items
be used onlv for the specific, urgent requirement
for which purchases were approved.

Complying with its requirements for periodic jus-
tification by the developing agency, and approval
by the Army General Staff, of the need to renew an
LP authorization.

Monitoring the use of developmental items pur-
chased for the other services.

The Assistant Secretary of Defense agreed with the
first three proposals and stated that action had been
taken to (1) issuc revised regulations strengthening
and clarifying procedures for managing LP items and
(2) restrict the amounts budgeted for procurement
of such items. Also, the Army reduced funding for
procurement of LP items from $220 million in fiscal
year 1969 to $10 million in fiscal year 1971,

The Assistant Sceretary did not agree with GAO’s
proposal that the Avmy moniter the use of develop-



mental items purchased for the other services, He
stated that the Army had a monitoring responsibility
only when a safety risk was involved. The new Army
Regulation 71-6, dated January 1, 1970, however,
does not mention this responsibility. Therefore, GAO
recommended that the Secretary of the Army revise
Army Regulation 71-6 to reflect the responsibility of
the Army 1) maintain cognizance of the use of develop-
mental items in instances involving potential safety

risk. (Report to the Congress, B-169675, Dec. 7, 1970)

147. Incentive Provisions in Subcontracts for
Development of Major Weapon Subsystems.-——GAO
had previously reperted to the Congress on improve-
ments nceded in the management of the NIKE-X
antiballistic missile -(ABM) development program
{B--164250, Nov. 28, 1969). That report covered im-
provements needed in the use and administration of
contract incentive provisions designed to reduce costs,
meet schedules, and improve performances, and im-
provemeants needed in the retention of records for re-
view by responsible Government officials concerning
multi-million-dollar negotiations between a weapon
system’s prime contractor and its subcontractors. In
other reviews GAO had found indications that con-
tract incantives were used inappropriately.

As part of GAO's response to the request of the
Joint Committee on Atomic Energy for continuing
review of the SAFEGUARD ABM program, GAO
examined into the cost-plus-incentive-fee subcontract
for development of the SPARTAN-—the SAIE-
GUARL's long-range missile subsystem. The subcon-
tract price at completion was estimated at $300
million. A report was issued to the Secretary of De-
fense, with an information copy to the committee, in
November 1970.

Current instructions in the Department of Defense
and National Acronautics and Space Administration
Incentive Contracting Guide are that (1) the incen-
tive plan must identify the critical performance ele-
ments and their alternative technical levels—the
minimum acceptable, the expected or target, and the
maximum desirable—and (2) significant personal
judgments used to quantily an incentive element
should be carefully documented and the documenta-
tion retained so that a basis exists for review and
evaluation. The Guide states that expected perform-
ance goals warrant target fees only, while added fee
ircentives should motivate the contractor to achieve
h‘ighér performance levels of value to the Government.

GAO found that the available records of the sub-
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contract negotiations—contrary o the requirements of
the Armed Services Procurement Regulation (ASPR)
and the prime contract—did not set forth the details
leading to the agreed incentive plan. In the absence
cf such documentation, GAQ's evaluation could not
be conclusive and was limited to specific aspects of the
incentive plan.

s unable to determine whether
for paying added incentive fees
for accomplishment of a single, specified flight test
performance objeciive. The guidelines state that
achievement of expected performance goals warrants
only target fees. GAO found, however, that the incen-
tive plan does not establish an “expected” or target
performance for which only target fees are allowed
and, in fact, appears to allow incentive fees for “ex-
pected” performance.

GAO suggested to the Secretary that in the negotia-
tion of the follow-on to the present SPARTAN sub-
contrac.—due to expire December 31, 1970—emphasis
be given to insuring that (1) the incentive fee arrange-

For example, ("~
there was a vaiid ..

ments are in accord with the intent of the Department
of Defense guidelines and {2) documentation is pre-
pared and retained for use of reviewing authorities
of the details in support of the judgments used in nego-
tiating the target fee and the value to the Government
of incentive fees provided by the incentive plan.

In view of the absence of clear requirements in the
ASPR, GAO further suggested action to (1) include,
in cost-reimbursement prime contracts, clauses requir-
ing the preparation and retention of records of nego-
tiations for large dollar amount subcontracts and (2)
specifically provide that these records show the factors
which were considered in negotiating the agreed upon
incentive fee plan.

The Deputy Assistant Secretary of the Army (Re-
search and Development) in commenting on GAO's
report in January 1971, stated that the incentive fee
arrangements were in accord with Department of
Defense guidance. He stated also that implementation
had been initiated on GAO’s suggestion that docu-
mentation be obtained covering the factors considered
in negotiating the incentive plan for large dollar
amount subcontracts. (Report to the Secretary of
Defense, B-164250, Nov. 23, 1970)

148, Foreign Affairs Aspects of Federal Re-
search.—Research performed in foreign countries or
otherwise bearing on foreign affaits is sponsored in
some degree by nearly every large agency of the Fed-
eral Government. The full dimensions of such research
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are obscure, but a level of spending of at least $70
million a year was identified by GAO.

The State Department has the responsibility to insure
that federally sponsored foreign research does not ad-
versely affect U.S. relations with other countrics, GAO
found, however, that the Department was neither re-
viewing all proposals for foreign research nor furnish-
ing agencies with guidelines for determining cos .ditions
under which proposed research might affect roreign
relations and should be submitted for review.

GAO concluded that the responsibility for the De-
partment's review function—presently divided between
the diplomatic posts and two bureaus in Washington—
should be assigned to the Washington bureaus. This
would permit the reviews to be made under central
control on a consistent basis.

Accordingly, GAO recommended that the Secretary
of State:

- Issue guidelines to the domestic agencies stating
thee factors to be considered in reviewing social and
behavioral research proposals.

Issue guidelines to all agencies to help them iden-
tify research in the physical and natural sciences
which poses a potential risk to !oreign relations.

Require such research propesa's to be submitted
to.the Department for review.

Require the agencies to furnish the Department
summary information ~about their proposals for
foreign research in the physical and natural sciences.

Require agencies to submit their proposals for
research. by foreign performers divectly to the De-
partment for review.

The Department, in response to these recommenda-
tions stated that it was clarifying procedures for domes-
tic agencies and Foreign Service posts to follow in
reviewing research projects, encouraging improved
analysis by the posts of the imract and scope of Gov-
ernment-supported research abroad, and insuring bet-
ter coordination between its own bureaus.

In the area of coordination of foreign afTairs research
among Federal agencies; GAO found that recent pro-
_posals for improving the coordination provided for the
development of an overall Federal plan, but did not
provide for machinery to carry it out. In February
1971, however, the Under Secretaries Committee
within  the National Seccurity Council system ‘was
directed  to assume responsibility for insuring inter-
agency coordination of foreign alfairs research ard for
for-an annual consolidated plan for such research to
be submitted to the President for approval. GAO be-

lieves that this directive provides the framework for
more effective coordination of research in foreign
affairs,

GAO also found that the State Department had a
very small external research program and depended
largely on other agencies to support research bearing
on foreign policy. GAO expressed the view that the
Department should establish a research program of a
scope commiensurate with its responsibilities in foreign
affairs and recommended that the Secretary of State
develop a comprehensive statement of the Depart-
ment’s external research policy. The Department
responded that it had increased external research from
$72,000 obligated in fiscal year 1970 to $724,000 in
fiscal year 1971 and that it was hoping to further
increase its funding of external research. (Report to
the Congress, B-171564, May 27, 1971)

149. Administration of Contracts and Grants
for Cancer Research.—The National Cancer Insti-
tute (NCI), Department of Health, Education, and
Welfare (FIEW), conducts cancer research at its own
laboratories and clinics and supports research through
contracts and grants-in-aid. In reviewing the system
of administering and funding he research, GAO ob-
served that the system had resulted in delays in the
approvals and funding of contracts and erants which,
according to NCI officials and others, had made the
start of some research projects uncertain and could
cause problems for the research institutions in attract-
ing and retaining qualified researchers.

The contracts awarded during 1970 required an
average of about 7 months for review and approval.
About 1% months of this time resulied from reviews
by the National Institutes of Health (NIH) which
duplicated these made by NCI. These duplicative re-
views had been made because the Secretary of HEW
had delegated contract authority to NIH but not to
NCI.

A significant portion of the time taken in processing
research grants—an average of about 8 months—
occurred because the NIH study sections which review
grant applications for scientific merit and the National
Advisory Cancer Council which recommends approval
of grant applications, each meet only three times a
year. About 45 percent of the 1,182 grants awarded by
NCI in fiscal ycar 1970 were for relatively small
amounts——less than $20,000 each.

As recommended by GAO, the Sccretary of HEW
delegated authority to NCI to enter into research con-
tracts to avoid delays previously encountered when



NIH reviewed NCI proposals and negotiated the con-
tracts. Also, the Secretary stated that GAO's recom-
mendation that NCI be authorized to award research
grants up ‘o i specified dollar limit without review
by NIH study sections would be considered.

Because of delays in approving HEW appropriation
bills, GAQO suggested that to facilitate more timely
financing of new programs and projects the Congress
might wish to consider enacting legislation authoriz-
ing, in the case of NCI, the making of appropriations
to be available for the next fiscal year following the
usual budget year. (Report to the Senate Committee
on Labor and Public Welfare, B-164031(2), Mar. 5,
1971)

150. Construction and Conversion of Ocean-
ographic Research Vessels.—During fiscal years
1960 through 1969, the National Science Foundation
(NSI') provided grant funds of over $16 million for
the design and procurement of 28 occanographic
research vessels for use by educational and other non-
profit institutions. GAO's review of this grant program
showed that opportunities existed for more cconomical
use of NSF grant funds for the design, construction,
conversion, or modification of oceanographic research
vessels by (1) developing long-range plans in cooper-
ation with the Office of Naval Research (ONR) which
also finances the construction or conversion of research
vessels: for the same institutions, (2) requiring feas-
ibility studies as a basis for deciding whether to con-
struct new vessels or convert old ones, and (3) making
greater use of existing expert services of other Federal
agencies specializing in the design and procurement of
research  vessels.

NSF’s annual budget submissions to the Congress
requesting funds for the procurement of oceanographic
research vessels were not based upon a long-range plan
of action. Rather, NSF estimated the funds needed on
the basis of proposals received and expected to be
received from grant applicants. The decisions as to
which institutions would be awarded grants for the
procurement of research vessels were made on the basis
of those institutional propesals most worthy of support
after funds have been appropriated by the Congress.

GAO believed that the development of a Jong-range
plan for the procurement of research vessels was de-
sirable because (1) the success of a national oceano-
graphic’ program requires the availability of a fleet of
modern research vessels, (2) significant amounts of
funds-are involved, {3) a long leadtime is required to
construct or convert a vessel, (4) the needs and capa-
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bilities of grantee institutions during the anticipated
useful life of the vessels must be considered, and (5)
the research programs of other Federal agencies gen-
erally depend on the use of research vessels acquired
with NST grant funds.

In contrast to NSF, ONR maintained a 3-year plan
for research vessel construction which identified the
recipient institutions and showed whether the vessels
were replacements or new additions, However, NSFF
and ONR had no procedure for formal coordination of
plans for construction of new research vessels and re-
placement of existing research vessels.

Regarding the matter of conversion versus construc-
tion of vessels, studies conducted by the Interagency
Coramittec on Oceanography of the Federal Council
for Science and Technology have shown that the con-
version of old vessels to oceanographic resenrch vessels
was, in the long run, both uneconomical and ineffi-
cient. One study by the Committee’s Ships Panel con-
cluded that, although certain immediate gains such
as lower initial costs and earlier availability might be
derived from the use of converted vessels, such-use in
any long-range program was entirely unwarranted.
The Panel recommended that Federal support be re-
stricted to financing the construction of new vessels.

NSF’s grants to educational and other nonprofit
institutions for the procurement of oceanographic re-
search vessels, in the majority of cases, were for the
conversion or modification of military or other type
ships into rescarch vessels. NSF, however, had not
made or required the institutions to make feasibility
studies to determine whether converted vessels or new
vessels would best serve the interests of a particular
oceanographic institution and would accomplish the
objectives of the oceanographic program within avail-
able funds. Also, NSF had not made long-range plans
for the orderly replacement cf the converted vessels.

Also, GAO believed that in connection with financ-
ing the construction or conversion of vessels for oceano-
graphic research, it would be desirable for NSF to
avail itself of existing Government expertise in ship-
building, especially since NSF itseli did not have the
in-house technical capability to advise and assist
grantee institutions and to fully protect the interest of
the Government, The Mlaritime Administration, the
Naval Ship Systems Command, and the Coast Guard
had in-house capability for handling all aspects of
ship-building including designing, soliciting bids for
construction or conversion contracts, contracting, in-
specting, and accepting delivery of a vessel,
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NSF and the Department of the Navy advised GAO
that steps had been taken to coordinate long-range
plans for financing vessel construction and conversion.
NSF further stated that it would conduct feasibility
studies to determine whether construction or conver-
sion of research vessels was best. Also, NSF began
using the shipbuilding services of other Federal agen-
cies. (Report to the Congress, B-169941, Sept. 23,
1970)

\

151. Coordination of Federal Support of Re-
search Vessel Operations.—In fiscal year 1969, the
National Science Foundation (NSF) provided through
grants $8.6 million for the support of 32 research vessels
and other assorted vessels operated or chartered by 18
universities and other nonprofit research institutions.
NSF’s level of support in recent years was slightly in
excess of 50 percent of the-total cost of operating these
vessels, the Office of Naval Research (ONR) pro-
vided about 40 percent, and the remaining support was
provided by other Federal agencies and State and
local sources.

The Federal agencies providing funds to oceano-
graphic institutions insupport of research vessel oper-
ations did not formally coordinate their financial
support to meet the overall objectives of the national
oceanographic program. These funds were provided by
the various Federal agencies principally on the basis
of the needs presented by the individua! institutions.
Although NSF took into account the anticipated fund-
ing by other Federal agencies, it had not jointly par-
ticipated with these agencies in planning for the most
desirable use of the available funds for the support of
vessel operations and for the optimum use of the in-
stitutions’ research vessels.

The amount of funding provided by NSI to an
institution generally was determined on the hasis of
the difference between the institution’s total estimated
costs of research vessel operations and that portion of
the costs that the institution expected to be financed
by other Federal or private sources. The practice of
ONR and other Federal agencies had been to estimate
for each year the amount of vessel support funds to be
provided by them individually to an institution with-
out regard to other sources of financing.

NSF and ONR officials agreed that coordinated
support would be feasible ard desirable and would re-
sult in better funding and administrative practices be-
tween  the two agencies. Coordinated funding, in
GAO's opinion, would also simplify administrative
procedures at the grantee institutions by avoiding the
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uncertainty as to the amount of research vessel sup-
port funds to be received and would enable the insti-
tutions to plan for more effective utilization of their
vessels. GAQO believed that any coordinated funding
arrangement between NSF and ONR should be ex-
tended to other Iederal agencies which support the
operation of research vessels at oceanographic
institutions.

NST and the Department of the Navy pointed out
the hasic reasons for using different methods of fund-
ing the institutions’ vessel operating costs. Navy stated
that these different approaches might present difficul-
ties in working out joint funding but did not preclude
it. NSI' believed the only alternative to the present sys-
tem of muldagency support would be single agency
funding with a transfer of funds from other agencies.

GAQ believed that, although single agency funding
would alleviate some of the administrative problems
inherent in the present system, it would not eliminate
the need for Federal agencies to formally coordinate
their plans. Coordinated planning is needed to insure
that national goals in oceanographic research are ade-
quately considered and jointly pursued. (Report to the
Congress, B—169941, Sept. 23, 1970)

152. Title to Research Vessels.—The National
Science Foundation (NSI') and the Office of Naval
Research (ONR) provide research vessels to oceano-
graphic institutions on differing bases, ONR, as a mat-
ter of policy, retains title to the vessels, whereas NSF,
in line with its general policy, conveys title to the ves-
sels to grantec institutions, subject to the Government's
right to reclaim the vessels in case of national emer-
gency or when the vessels are no long:r vsed by the
institutions for oceanographic research. Because of
NSIs policy of transferring title to the grantee insti-
tutions, the premiums for hull insurance on the vessels
were borne by the Federal agencies financing the
operating costs of the vessels,

GAQ estimated that, during calendar years 1963
67, hull insurance premiums totaled about $550,000 on
10 research vessels for which NSI had financed all or
substantially all the construction or conversion costs,
and that the costs of this insurance were borne for the
most part by Federal agencies. If NSF retained title to
the vessels for which it had financed all or substanti-
ally all the construction or conversion costs, the pur-
chase of hull insurance couid be avoided under the
Government’s policy of self-insurance.

Because this matter involved the occanographic re-
search aciivities financed by several Federal agencies,



GAO recommended that the Director, NSF, as a mem-
ber of the National Council on Marine Resources and
Engineering Development and the Federal Council
for Science and Technology, present the question of
ownership of research vessels to these coordinating
bodies for consideration in establishing an appropriate
Government policy regarding title to oceanographic re-
search vessels purchased with Federal funds. The
Director concurred with the recoramendation and
stated that NSF was taking steps necessary to imple-
ment it. (Report to the Congress, B-169941, Sept, 23,
1970}

153. Visitors' Use of Telescopes at the Mational
Radio Astronomy Observatory.—The National Sci-
-ence Foundation's (NSI') National Radio Astronomy
Observatory (NRAO)-—which is operated by Associ-
ated Universities, Incorporated, under a cost-reimburs-
able contract-—was established as a national research
center to be used primarily by visiting scientists, NRAO
has its principal observing site at Green Bank, W. Va,,
and has additional facilities at Tucson, Ariz. NRAO's
policy provided that visitors be allocated 60 percent or
more of the observing time on the telescope systems
and that the remainder of time be for use by the
resident staff.

The manner in which NRAQO's policy had been car-
ried out raised certain questions regarding the allo-
cation of observing time between resident stafl and
visitors because NRAO had classified its temporary em-
ployees as visitors and on this basis considered that
visitors had used about 54 percent of observing time
during - NRAO’s 11 years of operations through fiscal
year 1969. However, if temporary employees had been
classified as staff, which GAO believed to be a more
appropriate classification, visitors' use would have av-
eraged only 34 percent of total observing time during
this period.

The temporary staff included research associates,
scientists on leave from their home institutions, and
students. Temporary staff employed by NRAO in June
1969 were receiving salaries at annual rates ranging
from about $4,300 to $14,400.

GAO's review showed that the number of visitors
* using the NRAQ telescope system had increased sub-
stantially over the years; however, the amount of
observing- time used by them had not increased pro-
portionately. While the average number of telescope
hours used by staff observers varied considerably during
the 1959-69 period, since 1962 the average number of
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hours used by visitors steadily declined from 983 to
122 hours in 1969.

In GAO's opinion, the policies and practices fol-
lowed in allocating telescope time may not be adequate
to insure that NRAO fully served its mission as a na-
tional center primarily for the henefit of visiting
scientists,

NSF indicated that NRAO's classification of its tem-
porary stafl as visitors was appropriate and did not
consider that a study of visitor participation as sug-
gested by GAO was necessary. In support of this view,
NSF explained that NRAO's permanent staff sup-
ported projects requiring long-term research whereas
temporary staff generally supported projects requir-
ing a more limited amount of time and that it was not
intended that visitors function as staff or even as a com-
plement to the permanent staff.

GAO noted that, although temporary staff might
generally be concerned with projects requiring a more
limited amount of time, several l-year appointments
to temporary staff were extended to 2 years and that
temporary staff, in some cases, complemented the per-
manent stafl in its research efforts. Therefore, in
GAOQO's view, it did not seem appropriate to classify all
salaried temporary stafl as visitors for purposes of
determining compliance with the 60 to 40 user policy.

GAO recommended that NSF, in cooperation with
the contractor, undertake a study of visitors' use of
NRAO's telescopes to determine what action, if any,
was needed to insure that NRAO fully served its
mission, NSF, in a letter dated August 18, 1971, to the
chairman of the House Committee on Government
Operations, reaffirmed its position that a study of wvisi-
tors’ use of the NRAO telescopes was not necessary at
this time. NSF agreed, however, that there was an
apparent inconsistency concerning salaried appoint-
ments and work assignments of some temporary staff
employees which it planned to review and clarify. (Re-
port to the Director, NSF, B-133338, June 15, 1971)

154. Cost Sharing in Federally Financed Re-
search.—Appropriation acts for fiscal year 1970 cov-
ering the major research agencies variously (1) made
no provision for cost sharing, (2) required cost sharing
on grants only, or (3) required cost sharing on both
grants and contracts except for research specifically
solicited by the Government,

A GAO report on the results of its case study of the
management of federally financed research by the Uni-
versity of Michigan pointed out that the three different
statutory policies governing cost sharing in federally
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Gov erm:wnr owned 83 mch eyclotron located in the University of Michigan’s Cyclotron Laboratory on the North Campua
This eqmpmem zz.elghs about 325 tons and cost about $1.9 million.

iinanéed rés‘earch 'were in direct conflict with the con-
cept of a consistent policy of cost sharing which GAO
belicves is both fea,'e‘.lblc and desirable for Federal
“research agencies 'md ‘which was advocated in Senate
: _chmt 91-521 on the bill which became Public Law
91-126. Public Law’ 91 126, approved November 26,
1969, lnc!udes the. 1ppropr1at10ns for the National
-Acronauncs and Spaco Administration and the Na-
(wnal Beience I‘oundatlon.

Also, the existence of different statutory standards
fm cost _sharing lays the groundwork for controversy
with agency regulations which may go beyond these
~standards. The impact of these different standards will

- be felt nost by thosc mg'lmmtlons which do research
for several agencies whose appropnatmm are included

©uin two or more.of ‘the related appropriation. acts for

~1970; Ihesc argam?atmns include, particularly, edu-
' cathllql." mtltuuons such as ‘the University of Michi-

%

gan, which conduct research under grants and con-
tracts for most; it not all, the major Federal research
agencies, In addition, the implementation of  three
different policies and related agency regulations will
undoubtedly add to the admiristrative burden of the
educational institutions as well as other organizations
similarly situated.

GAO recommended that the Congress consider
legislation to prescribe a consistent Government policy
for cost sharing in federally financed research for all
Federal agencies. The Burcau of the Budget (now the
Office of Management and Budget) specifically en-

dorsed this recommendation; none of the research

agencies covered in the study (the. Department . of
Defense; the Department of Health, Ed_ucation, and
Welfare; the Atomic Energy Commission ; the National
Aeronautics and Space Administration; and the Na-
tional Science Foundation} -opposed it. At the request



of tle Subcommittee on Intergevernmental Relations,
Senate Government Operations Committee, GAO sub-
mitted a draft of a bill to establish a consistent policy
of sharing by recipients in the cost of research financed
by the Federal Government. (Report to the Gongress,
B-117219, Sept. 25, 1970)

156, Funding Research Projects.—GAO's re-
port on the cose study at the University of Michigan
also noted that Federal agencies use two yenerai meth-
ods to fund the university for costs incurred on re-
search projects—advance payments and reimbuise-
ment of costs. Under the latter method, the university
uses its own funds pending reimbursement by the in-
dividual agencies. A test {or a 6-month period showed
that the Lmivcrsiiy used about $3.6 million of its own
funds monthly to cover costs incurred under federally
financed research projects,

The method by which the university received pay-
ment for research supported by Federal agencies ap-
peared to be depundeni primarily upon the type of
contractual instrument used and the particular agency
involved,

University officials stated that, since the university
was allowed neither a fee on contracts and grants nor
recovery of interest lost on university funds used to fi-
nance Government cost-type contracts, the agencies
should provide the university with sufficient advance
payments to cover all costs of research projects, GAO
concluded that, since the university did not receive a
fee, profit, or interest, the use of its own funds to
finance Federal research was in effect additional cost
sharing.

GAO recommended that the Director, Office of
Management and Budget, in collaboration with other
concerned Federal agencies, study the feasibility of
ac iting a uniform system of providing universities
with sufficient advance funds for programs financed by
all agencies, Such a system should be designed with an
atm toward reducing the administrative burdens of the
universitics and of the agencies in handling payments.
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Lxcept for the Atomic Energy Commnission, which
did not express its views, all the agencies covered in
the study voncurred in the objective of this recom-
mendation. The Bureau of the Budget (now the Office
of Management and Budget) advised GAO that it was
giving specific attention to policies and procedures
for providing funds in a new circular, then in draft
form, on certain aspects of the administration of re-
search projects. The Bureau of the Budget also noted
that this matter would be considered in an interagency
study of standardizing administrative requirements of
grant-in-aid programs under the President’s Federal
Assistance Review program. {Report to the Congress,
B-117219, Sept. 23, 1970)

156. Distribution of Indirect Costs.—The report
on GAO's case study at the University of Michigan
further noted that the use of provisional rates, rather
than predetermined rates, for allocating indirect costs
to research projects was ol concern to university offi-
cials. GAO believes that there is merit in a suggested
method of using predeterinined fixed rates, with a pro-
vision for “rolling forward" to the next period the dif-
ference—plus or minus—betweer. the estimated costs
and actual costs, GAO recommended that the Director,
Office of Management and Budget, consider the roll-
forward concept and pursue this matter Turther with
the  various  Federal agencies  and
institutions.

The Burecau of the Budget (now the Office of Man-
agement and Budget) noted that it was considering
the use of the roll-forward concept to pernit the equi-
table application of predetermined indirect-cost rates
in more cases and had drafted a revision of its Circular

ceducational

No. A-21 to incerporate this and other matters. Except
for the Atomic Energy Comnission, which opposed the
roll-forward technique, all the research agencies
covered in the study endorsed the recommendation di-
reetly or by implication. {Report to the Congress,
B-117219, Sept. 25, 1970)

95



SECTION |

INTERNAL MANAGEMENT PRACTICES AND RELATED CONTROLS

Accounting and Fiscal Matters

157. Financing and Accounting Policies.—Dur-
ing fiscal year 1970, as was the case in fiscal year 1969,
the contingent liabilities reported by the Export-Import
Bank of the United States (Eximbank) as loan maturi-
ties sold subject to contingent repurchase commitments
included participations in specific loans in support of
which Eximbank issued to the purchaser instruments
called “certificates of beneficial interest.” GAO believes
these instruments should be considered as borrowing
or financing transactions rather than sales of assets
because:

The buyer of a certificate does not actually take
possession of the loan instrument executed by the
original borrower.

The buyer is-not free to dispose of the instrument
without restrictions.

Eximbank disagreed with GAO’s views but is seek-
ing new methods of handling its certificates of bene-
ficial interest,

GAO noted that Eximbank finances its operations,
in part, by borrowing in the private market rather
than through the Treasury—apparently because
Eximbank believes that this type of financing results
in benefits in computing the overall Federal budget
surplus (or deficit) and relieving pressures on the
statutory debt limit. GAO believes that these benefits
are questionable and that Eximbank’s private borrow-
ing results in substantially increased interest costs when
compared to the costs of direct Treasury borrowing.
During fiscal years 1962 through 1970, private financ-
ing cost $43.2 million more than borrowing through the
Treasury would have cost, and additional costs of $29.6
million will be incurred over the remaining life of
Eximbank’s own securities.

"~ Eximbank and the Department of the Treasury
agreed with the facts concerning the additional costs
the Eximbank incurred by borrowing in the private
market. The Treasury did state, however, that the
policy changes implied in-the recommendation to in-
crease Eximbanl’s borrowing from the Treasury might
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have considerable impact on the debt ceiling, the Fad-
eral budget, and the adequate funding of Eximbank’s
operations. GAQO, therelor , brought this matter to
the attention of Congress in case it might wish to con-
sider requiring Eximbank to obtain its funds from the
least costly source.

Also, arrangements in effect {or some years permit
Eximbank to borrow substantial amounts from the
Treasury at reduced rates. Had the Treasury charged
Eximbank interest rates approximating the full cost
of the funds, Eximbank’s interest and other financial
expenses would have increased by about $16.8 and $6.9
million in fiscal years 1970 and 1969, respectively.
Eximbank’s justification for the reduced interest rates
is that they serve to compensate Eximbank for actions
taken in furtherance of overall Government policy.
After this matter was brought to their attention, Exim-
bank and the Treasury entered into a new agreement
related to the reduced-rate borrowing. In GAO’s
opinion the eflect of this new agreement will partially
climinate Eximbank’s low-cost borrowing from the
Treasury. Further action is required to fullv eliminate
the low-cost borrowing.

GAO also stated that Eximbank should document
and describe in its annual reports to the Congress any
activities performed in the national interest that would
not be performed in the ordinary course of its business.
Eximbank’s annual financiai statements would be more
informative if the financial results of such activities
were disclosed separately in the statements. Although
Eximbank pointed out that it had informed Congress
of national interest transactions in the past, Eximbank
agreed with GAO that such transactiens and their
elfects should be disclosed in Eximbank’s annual report
to Congress.

GAO also noted that Eximbank’s current procedures
do not measure with certainty the potential long-term
benefits derived from individual transactions under
the export expansion facility which provides financial
support for U.S. exposts involving greater than normal
risks, This program would be more effective if long-
term trade goals of the United States were identified



on a geographical and/or industrial basis and if only
transactions which met these goals were approved.
{Report to the Congress, B~144823, June 21, 1971)

158. Activities at the Regional Finance and
Data Processing Center, Paris, France.—A report
was submitted to the Department of State on the
results of GAQO's survey of activities at the Regional
Finanee and Data Processing Center in Paris, France.
GAQ identified three possibilities for improving the

activities at the Paris Center. These improvements
consistad of (1) making a current appraisal of auto-
matic data processing equipment requirements at the
Center so that excess equipment capacity could be
eliminated, (2) tightening controls over the issuance
of erronecus checks, and (3) modilying the Center's
practices in the management of foreign currency bank
accounts so that exchange losses could be reduced.

The report also stated that the Department should
give immediate consideration to the desirability of
eventually controlling overseas financial transactions
under a common data processing system for all the
foreign affairs agencies, using the planned common
system facility at Washington for any processing to be
performed centrally under the system. One of the
recegnized opportunities for utilizing the facility as a
part of a common system is in the centralized process-
ing of -payrolls—an activity now conducted on a re-
gional basis by the Faris Center.

GAO made the following suggestions to the De-
partment of State:

A current appraisal should be made of the auto-
matic data processing equipment requirements at
Paris.

The Center should make a eritical review of its
internal controls over the issuance of checks,
strengthen them wherever necessary, and establish
& program . for recording, reviewing, and taking
actions to prevent the recurrence of each continuing
discrepancy- as it is identified.

Consideration should be given to the develop-
ment of modified approaches to the management of
forcign currency bank accounts,

The Dcpar’tmem should proceed te formulate the
concepts that will best serve-all the foreign affairs
agencies- under a common data processing system,
so that procedures within the Paris region can be
revised on a basis consistent with those concepts.

The Department agreed with GAQ's objectives, but
differed as to the means, timing, and assignment of
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responsibilities to assure movement toward those objec-
uves. (Report to the Assistant Seerctary of State, Bu-
reau of Administration, B-146703, Mar. 22, 1971)

159. Cost Accounting for Maintenanca Qpera-
tions.—The Department of Defense spends about $7
billion a year for depot-level maintenance operations—
the major overhauling or rebuilding of military equip-
ment. GAO reviewed the cost accounting systems for
depot-level maintenance of aircraft engines.

The cost accounting systerus differed among the
three services, and among installations within each
service, making impossible any meaningful compari-
sons betveen facilities performing similar work. For
example:

The Army and Navv used job order systems but
in different ways; the Air Force used an entirely
different systern—one based on hours of work.

All three services had a procedure for determin-
ing cost of “exchange material™—a charge for rebuilt
parts taken [rom stock less an allowance for the
unserviceable parts returned to stock in exchange;
however, the Army used a substantially different
formula from that of the Navy and Air Force for
determining the allowance for the unserviceable
parts returned.

Fuel, used in considerable quantities for tasting
overhauled engines, was treated as a direct material
cost by the Navy and an indirect cost by the Army
and Air Force,

Fringe benefits, such as annual and sick leave
and Government contributions to life and health
insurance and to retirement, were treated as indirect
cost by the Air Force and an integral part of labor
cost by the Army and Nawvy.

GAO proposed that the Secretary of Defense issue
instructions that would insure that the cost accounting
systems provide complete, comparable, and accurate
information on the operations and accomplishments
of depot-level maintenance. The Department of De-
fense agreed that there were inconsistencies in cost
reporting and that there were some areas requiring
more explicit instructions; however, the Department
believed that a more strict compliance with existing
directives and instructions would generally insure the
desired uniformity in cost information.

The GAO report also cited the need for an effort
within the Government to establish cost accounting
standards for Government activities comparable to
those to be developed by the congressionally established
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Cost Accounting Standards Board for industry (Pub-
lic Law 91-379, dated Aug. 15, 1970). (Report to the
Congress, B-1397%97, Feb. 2, 1971)

160. Status, Progress, and Problems in Federal
Agency Accounting.—In December 1970, GAO is-
sued its second annual report on the status of Federal
agency accounting and the progress being made and
problems encountered during calendar year 1969 by
Federal agencies in deveioping improved accounting
systemns for submission to and approval by the Comp-
troller General,

The report, which was prepared in response to a
recommendation of the House Committee on Govern-
ment Operations, contained the {ollowing observations:

Federal agencies, with a few exeeptions, continued
to maintain their increased interest and activity.

Eight systems designs and 21 statements >f prin-
ciples and standards were approved during the
year for civil and international departments and
agencics. At yearend 65 systems designs hard been
approved of a total of 44 subject to approval, as
well as 95 statements of principles and standards,
and 11 of 42 segments of systems subject to approval,
In the Department of Defense, three systems designs
and eight statements of principles and standards
were approved: during the year.

The concept of accrual accounting had been gen-
erally agreed to throughout the exccutive branch
of the Government. Current problems relate primar-
ily to application of the concept and maintenance
of adequate systemns.

-Although many agencies were making significant
efforts to improve their financial management prac-
tices in general and their accounting systemns in par-
ticular, GAQ was not satisfied with their overall
pl_'ogrcﬁs and felt that agencies’ efforts should be
maintained and accelerated.

Propetty accounting and cost acconnting weie two
areas where improvements were needed in the ac-
counting systems of the executive agencies, Both
property accounting and cost accounting are integral
parts of an accrual accounting system.

(Report to the Congress, B-115398, Dec. 31, 1970)

161. Conirolling and - Accounting for Sight
Drflﬁs.-ﬁ(}:ﬁﬁ) examined into the procedures followed
'hy. the Con;_m(:}'dit')'» Credit Corporation (CCC) for
i‘:éontrulling and-.accounting for sight drafts issued in
- Agricaltural: Stabilization: and Conservation Service

og

State and county offices as payments to farmers and
others under conservation, price support, and produc-
tion adjustment prograims. In one year these offices
issued about 7.4 million sight drafts wotaling about $6.1
hillion.

The examination showed deficiencies in preparing
and issuing deafts, in safeguarding drafts, and in ac-
counting for unissued and missing drafts. Also, infor-
mation on issued draflts was not being furnished for
timely recording in the accounts, CCC informed GAO
of certan actions it had taken or proposed to take to
correct the deficiencies. (Report to the Congress,
B-114824, Jan, 15, 1971}

162. Deposit of Funds in Federal Reserve
Banks.-—-During fiscal vear 1969, U.S. district courts
maintained & monthly average of about $35 million
of registry acrount funds on deposit in commercial
bank: of which about 15 pereent were earning interest.
If the funds had been ou deposit in Federal Reserve
banks, the Government could have reduced its bor-
rowing requiremients and interest costs. Each district
court decides whether the funds are to be deposited
in Federal Reserve banks or in commercial banks. Of
the 93 district courts, 75 had deposits exclusively in
commere.al banks or in both commercial banks and
Federal Reserve banks. GAQO estimated that the Fed-
eral Government could have realized savings of about
$1.8 million during hiscal year 1969 if all the distvict
courts had deposited registry account funds exclu-
sively in Federal Reserve banks.

GAO recommended that the Judicial Gonference of
the United States. a policyr

king body for the judicial
branch, consider establishing a policy requiring the
courts to deposit registry account funds in Federal Re-
serve banks exclusively and requiring the Administra-
tive Office of the .8, Courts to issue instructions o
the clerks of the court. 1w transfer registry account
funds on deposit in commereial banks to Federal Re-
serve banks. (Report to the Congress. B-133322,
Oct. 8, 1970}

163. Internal Control Procedures.—GAQ’s re-
view at three U.S. district courts, judicial branch,
showed that internal control procedures needed to

be strengthened to provide assurance that funds and
other items of value were properly accounted for, safe-
guarded, and disposed of in a timely manner.

In all three districts some personne! received cash,
recorded its receipt, and made bank deposits; in two
districts cash drawers were sometimes left open and



unattended and control lists were not prepared for
cash received by mail; and in one district vault com-
binations had not been changed in several years. Court
exhibits of narcotics and rare coins valued at $759,000
and $200,000, respectively, were not adequately safe-
guarded in one district because the vault's combina-
tion lock was inoperative. In addition, certain funds
cligible for transfer as miscellaneous receipts to the
U.S Treasury after 5 vears had not been transferred
although more than 5 years, and in some instances
nearly 9 years, had elapsed.

Fundamental internal control procedures were
needecd mcludmg 1) separating cash-handling and
accounting mspunstblhtlcs, (2) locking cash drawers
when not attended, (3) changing vault combinations
periodically, (4) preparing control lists for mail re-
ceipts and making daily degasits, and (5) making
timely required transfers to the U.S. Treasury.

GAO recommended that the Judicial Conference
of the United States consider instructing the Director,
Administrative Office of the U.S. Courts, to provide
the clerks of the cowrts with detailed internal control
procedures for funds and other items of value and to
insure that the procedures were implemented. (Report
to the Congress, B-133322, Oct. 8, 197C)

164. Unauthorized Retention of Money Accu-
mulated for Earned Leave of Transferred Em-
ployees.—GAO reported that the National Bureau
of Standards, Department of Commerce, zugmented
its working capital fund without authority of law be-
cduse it did not return to the Treasury, money ac-
cumulated for earned annual leave of transferred em-
ployces. The Bureau treated the reduction in the
liability for accrued annual leave of 757 transferred
employees as an increase in donated capital. Of the
reduction, $432, 580 represented accrued annual leave
expense which had been recovered by charges to cus-
tomers. and retained in the fund, Inasmvch as the
Bureau did not agree to pay the $432,589 into the
general fund of the Treasury as GAO had recom-
mended, GAO reported the matter to the Congress [or
its consideration.

GAQO also recommended that the Department of
Commerce’s financial systems staff establish specific
guidelines to be followed when accounting for assets
and liabilities involved in significant transfers of fune-
tiens between agcncms ‘as oceurred in this case. Sub-
sequently, the Department began to establish such

- gaidelines. (Report to the Congress, B-149858,
Mar. 10, 1971).
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165. Accounting System Deficiencies (Fariners
Home Administration).—The financial statements of
the Emergency Credit Revolving Fund—a fund used
Ly the Farmers Home Administration (FHA), De-
partment of Agriculture, to make emergency loans to
farmers and ranchers in natural disaster areas—did noc
present fairly the financial position of the fund at
December 31, 1968, or the results of the fund’s opera-
tions. Specifically:

The net loss from operations and the accumul. . *d
net deficit were-understated materially.

FHA's estimates of future losses on emergency
loans and related receivables were not adequately
supported. FHA's accounting system did not pro-
vide adequate information with which to evaluate
the collectibility of outstanding loans.

Several account balances, including cash, were
significantly misstated becaunse transactions had not
oecn recorded promptly or had not beeu classified
properly.

FHA'’s basis for determining the administrative
expenses chargeable to the fund was not sound ard
resulted in distortion of the reporied costs of
operations.

FHA’s accounting procedures and practices did not
provide full and aceurate disclosure of the financial
results of the emergency loan program, adequate fi-
nancial information for management purposes, or re-
liable accounting data fer reports required by the
Treasury Department. Because the procedures and
practices applied also to FHA’s other loan programs,
the financial reports on those activities might have
been similarly affected.

FHA took steps to improve its financial manage-
ment sys.em in line with GAO’s recommendations.
Also, the Offic. of the Inspector General (OIG) re-
vised its instructions in line with GAO'’s recommenda-
tion that OIG establish a program for testing the ac-
curacy of FHA’s financial reports and consult with
FHA to insure that FHA's system, as designed, will
comply with accepted accounting principles and
standards and will contain adequate audit frails. (Re-
port to the Congress, B-114873, Dec. 30, 1970)

166. Accounting System Deficiencies (!mmigra-
tion and Maturalization Service).—A review of the
accounting systemn of the Immigration and Naturaliza-
tion Service (INS), Department of Justice, revealed a
number of areas in need of improvement. GAO re-
ported that only limited use was made at the Wash-
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ington level of cost reports providing cost information
by major organizational segments and by budget pro-
grams or activities because the reports did not meet
the needs of management. No cost reports were de-
veloped for use below the major organizational level,
even though operations within the functional or activ-
ity classificationswere readily identifiable.

GAO recommended that the Commissioner, INS,
provide that adequate and timely cost reports be de-
veloped for cach management level in Washington
and in the field for which cost targets have been
established so that INS management may have an ef-
fective means of administering and controlling pro-
grams within cost targets or estimates.

Also, there was a need to simplify fund controls by
(1) reducing from 14 to five the number of INS allot-
ments of funds and (2) placing the authority and re-
sponsibility for central office allotments at the highest
practical level consistent wih assignments of respon-
sibility. Contrary to requirements of the INS manual,
annual and sick leave -accruals for INS central office
employees were not recorded each month. (Report to
the Attorney General, B~157162, Aug. 5, 1970)

167. Accounting System Deficiencies (U.S.
Coast Guard).—A review of aspects of the centralized
automated reserve pay and retirement point accounting
system of the U.S. Coast Guard, Department of
Transportation, revealed a number of areas in need
of improvement. GAO reported that because the in-
formation contained in the data base for the system
was, in many instances, inaccurate and/or incomplete,
it was necessary for the Coast Guard to determine
retirement points manually before establishing retire-
ment benefits, Also, a required monthly summary re-
port on reserve unit activities was prepared manually
at hcadquirters from data submitted by the districts
although the same information was also recorded on
the master tape containing the data base.

The Coast Guard agreed with' GAQO's recommenda-
tions for corrective action and established a study group
to recommiend interim measures to relieve some of the
problems with the existing system and to design a new
system, (Report fo the Commandant, U.S. Coast
Guard, Nov, 30, 1970)

- 168. Accounting System: Deficiencies (Urban
-Mass Transporiation Administration).-—In a review
-of selected financial transactions of the Urban Mass
Transportation Fund, Urban Mass Transportation
Administration ( UMTA) » Department of Transporta-
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tion, covering the period July 1, 1968, through Decem-
ber 31, 1969, GAO observed that interagency
agreements cntered into between UMTA and other
Government agencies were not accounted for properly
in UMTA's books of account, and the accounts payable
balance shown on the June 30, 1969, financial state-
ments did not represent bona fide liakilities.

GAQ believed that UMTA needed to establish, in
manual form, appropriate procedural instructions for
the guidance of personnel responsible for accounting
operations. UMTA agreed and stated that appropriate
corrective action had been initiated. (Report to the
Administrator, UMTA, Jan. 27, 1971)

169, Accounting System Deficiencies (Atomic
Energy Commission).-—At the request of the Joint
Commitiee on Atomic Energy, GAO reviewed selected
aspects of the Atomic Energy Commission’s (AEC)
high energy physics program relating to high energy
accelerators.

GAO noted that the laboratories had not reported
accelerator operations and research subactivity cost
data to AEC on a uniform basis. This lack of uniform-
ity was caused, in part, by the different interpretations
placed on ALC’s definitions of operations and research.
In addition. the accounts used by the laboratories for
accumulating such data were not documented with de-
tailed written account descriptions.

AEC agreed to (1) redefine the operations subac-
tivity in a more precise manner so as to provide for
more uniform cost reporting by the accelerator labora-
tories, (2) require th- laboratories to report separately
the costs of operating and maintaining facilities and
major equipment relating to the performance of ex-
periments at the laboratories which are not a part of
the operations subactivity, and (3) require the labora-
tories to develop written account descriptions. (Report
to the chairman, Joint Committee on Atomic Energy,
B-159687, Feb. 8, 1971)

170. Budget and Cost Improvemenis.—At the
request of the Joint Committee on Atomic Energy,
GAO reviewed selected aspects of the Atomic Energy
Commission’s (AEC) high energy physics program
relating to high energy accelerators.

In allocating high energy physics funds amc g pro-
gram activities, decisions made by AEC regardiig the
specific amounts included in the various budget docu-
ments were reached by AEC officials on the basis of
the input from the laboratories and their scientific
judgment, knowledge of program needs and priorities,



and personal experience. Alternatives considered in
arriving at specific allocations of funds generally were
not documented. GAO believed that more information
should be available as to the costs of operating the
accelerators at various levels to enable AEC to more
fully evaluate the effects of alernative funding
decisions.

GAO studied the possibility that AEC could develop,
through management cost analysis or other techniques,
standards which might provide for a more efficient
allocation of funds within the budgets provided by the
Congress,

In the study, GAO adjusted the cost data to achicve
greater uniformity and developed information regard-
ing the cost of operating accelerators at various levels
of beam output. GAO stated that this information
could be useful to AEC (1) in considering alternative
allocations of available funds, (2} in comparing ex-
pected operating costs and output with those actually
achieved, and (3) in analyzing variances and taking
corrective action, if needed.

AEC agreed that additional data concerning oper-
ations costs and beam output at various levels of
accelerator operation might be useful in program ad-
ministration and implemented procedures requiring
the laboratories to provide the appropriate data on a
trial basis. (Report to the chairman, Joint Committee
on Atomic Energy, B-159687, Feb. 8, 1971)

Management Information Systems

171. Adequacy of Data Base, Reporis, and Pro-
cedures.—As the result of a review, GAO made several
recommendations for improvement in the operation
and administration of the computerized management
information system established by the Economic De-
velopment Administration (EDAY, Department of
Commerce. Tnasmuch as reports generated by the sys-
tem were, in some instances, inaccurate, untimely, and
incorrectly. programmed,  GAO recommended that
EDA review the usefulness of the reports, revise re-
porting requirements where necessary, and centralize
vesponsibility for- evaluating the reporting function.
Other recommendations  dealt with the (1) accuracy,
1-eli‘ab_i_lity,'and ('cmlpicteness of the data base and
(2) desirability of having olaeraiilzg personnel prepare
~the fornis required to request .information from the
systen, thus permitting trained system personnel to
devote full time to thie system’s operation and mainte-
nance.. EDA agreed to-take action on all of GAO's
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recommendatic is. (Report to the Assistant Secretary
for Economic Development. Department of Com-
meree, Aug. 21, 1970)

Management Practices—General

172. Increased Screening of Registrants with
Mediczl Conditions at Local Draft Boards.—GAO’s
review at 30 selected local draft boards showed that 37
percent of the registrants rejected because of medical
conditions hed either (1} submitted to their local
boards doctors” statements which indicated that they
had the medical conditions for which they were later
disqualified or {2) been examined previously and
rejected for the same reason.

The report pointed out that these registrants (or
their case files) could have been sent to the local
boards’ medical advisors for screening and, if war-
ranted, rejected for military service without being sent
for preinduction examinations. In addition, the report
pointed out that there was a need for a Selective Serv-
ice System (SS8) procedure which would permit the
local boards to send registrants’ files to examining sta-
tions to see if preinduction examinations were needed.
GAQ estimated that nationwide savings of $1 million
in transportation and examination costs might have
been realized by sereening these registrants at the local
boards.

The SSS agreed to have local boards send cases to
medical advisors (1) if the registrants were examined
previously at the examining stations and the stations
requested them to return and (2) if the registrants had
physical defects that the medical advisors could deter-
mine without laboratory tests and X-rays. The S8§
did not say if additional instructions would be issued
to local boards and medical advisors or if it was willing
to have local boards send registrants who had sub-
mitted doctors’ statements as evidence of disqualifying
medical conditions to medical advisors.

The Department of the Army informed GAO that
Armed Forces Examining and Entrance Stations were
currently screening registrants’ files when requested
to do so by local boards and were prepared to expand
the service in areas where local boards could not obtain
a sufficient number of medical advisors. (Report to
the Congress, B-162111, Nov. 9, 1970)

173. Juror Selection and Utilization.—Although
the U.S, district courts, judicial branch, had been in-
formed of the benefits to be derived from the automa-
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tion ol juror selection procedures, the three districts
included in GAO's review had taken little, if any,
action to implement such automation. In two districts
which used computers, annual savings were estimated
to be from $27.500 to $42,000. GAO helieved that all
districts meeting the criteria established by the Ad-
ministrative Office of the ULS. Courts, the administra-
tive arm of the judicial branch, should automate the
primarily manual procedures to bring about efficien-
cies and economies. Two of the three districts included
in GAY's review met the eriteria in 1969 and the
other & strict was expected to meet it in 1971,

Also, GAO believed that the number of prospective
jurors summoned to appear at the district courts for
impanelment but not selected to serve on juries could
be reduced. In one of the three districts, about 60 per-
cent of the prospective jurors who appeared during
1968 were not impaneled or challenged. GAO esti-
mated these: unutilized prospective jurors were paid
about 375,000 in fees and travel costs.

GAG _recommended that the Judicial Conference
of the United States, a policymaking body for the
Federal judicial system, consider requiring that:

Target dates be established for completion of
automation by all districts that meet the criteria.

The Administrative Office (1) assist and encour-
age ‘the- district courts that meet the criteria to
achieve automation of juror selection procedures.
(2) design records to be maintained by clerks of
courts which would provide complete data on the
prospective jurors from the time they were sum-
moned until the jury impanelments were completed,
ard (3) develop guidelines and instructions to pro-
vide the district courts with a more realistic basis
for estimating the number of prospective jurors
required to complete jury impanelments under var-
ious circumstances.

{ Report to the Congress, B-133322, Oct. 8, 1970)

174. Policy - Covering Locations for Holding
Court.—The U.S. district courts in some judicial dis-
tricts hold court at some locations infrequently and
for short periods of time. This situation has resulted
in (1) lost time to the judges. due to the need for
:t'ravu_l and disruption to their schedules, (2) low usage
of ct)uj-tl'q_or'rl facilitics which could be made available
o other Government agencies, and {3) increased cost
" of transporting court employees and records. The sub-

sl:int_ia'llvplume_Qf.\mﬂ; which faces tlie courts em-
phasizes the need-to ex]'mlm‘c means for carrying out
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the courts’'

cconomically.
In the three districts reviewed, GAQO found thac

two of the three were authorized to hold court at moie

responsibilitics more  efficiently  and

than one location. One of these districts held court
continuously at three locations, for 2-week periods
twice a year at cach of two other locations, and not
at all at three additional locations. GAC estimated
that 1f the two locations where court was held inter-
mittently were consolidated with the three locations
where court was held continuously, an estimated
$46,000 could be saved annually through (1) making
the vacated Government-owned space available 1o Fed-
eral agencies who leased space at two locations and
{2} climinating court travel ensts.

GAO recommended that the Judicial Conference
of the United States consider (1) evaluating the need
to hold court at locations where the volume of cases
requires that court be held infrequently and for only
short periods of time, (2) consolidating or otherwise
reducing the number of locations for holding court.
and (31 spensoring the necessary Jegislation, if legis-
lative action is required, to accomplish all or part of
the objective. {Report to the Congress. B-133322,
Qct. 8, 1970)

175. Policy for Improving Court Administra-
tion.--GAQ found in its review of administrative and
financial activities of U.S. district courts, judicial
branch, that the Administrative Offica of the US.
Courts could provide additional assistance to the Ju-
dicial Conference of the United States in improving the
sed participation in
determining, coordinating. and bringing about needed
improvements in the courts” administrative and finan-
cial activities. Although the Director, Administrative
Otfice. is the administrative officer of the district courts,
neither he nor the Office has been delegated, by law
or the Judicial Conference, the authority to require the

operations of the courts by incre:

implementation of recommended policy or procedure
changes.

GAO's review revealed a number of areas where it
believed opportunities existed for improved adminis-
tration. The Judicial Conference had also recognized
the need for some of these improvements and its com-
mittees had proposed recommendations for improve-
ments. In certain of these areas, limited progress had
been made toward bringing a2bout the desired and
“L’Qd(‘d impru\'&‘lncnts.

GAO believed that strengthening the role of the
Director, Administrative Office, by providing him not



only with the authority to recommend improvemerts in
the clerks' operations but also the means necessary to
insure their consideration and implementation, where
applicable, could serve to diminish the necessity for
the clerks to look to the district judges for direction on
administrative matters and thereby would allow the
judges to devote a greater portion of their time to
judicial matters.

GAO recommended that the Judicial Conference
consider issuing a policy statement setting forth the
specific duties and responsibilitics of the Director, Ad-
ministrative Office, and authorizing him to require the
clerks of the courts to implement his instructions and
recommendations concerning administrative and finan-
cial activities of the courts. (Report to the Gongress,
B-133322, Oct. 8, 1970)

176. Use of Electronic Traffic Counters,—Elec-
tronic vehicle and pedestrian counting devices in-
stalled by the Immigration and Naturalization Service
(INS), Department of Justice, at ports of entry in
Maine and Vermont were inaccurate and frequently
inoperative. Inexpensive hand-operated counters were
used at-other border-crossing stations, were more reli-
able than the electronic devices, and were preferred by
INS personnel. In view of the maintenance and oper-
ating problems experienced with electronic counters,
their significantly higher costs compared to other types
of traffic counters, and the INS Administrative Manual
provision allowing estimates of the count of border
crossers admitted, GAO recommended that INS reeval-
uate the use made of installed electronic counters and
determine whether INS needs would be served by using
less costly and more reliable types of traffic counters,

On July 26, 1971, INS advised GAO that plans for
new port of entry stations would make provisions for
more suitable and reliable counting devices—inductive
loop counters for vehicles and turnstile counters for
pedestrians.  (Report to the Commissioner, INS,
Apr. 30, 1971)

177. Use of Manpower and Machines at Mech-
anized [_’ost Offices.-—GAQ's review at selected large
mechanized -post offices showed that the Post Office

. Department had not made the beést use of its manpower
and machinery in f}mcessing mail. GAO reported that:
Because' most mailings occur at the end of each
business ‘day, the Department’s efforts to process
first-class mail within 90 minutes of receipt by postal
facilities resulted in costly ‘machines standing idle
for long periods after the peak mail volume had been
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processed and in nearly three-fourths of the clerks
and mailhandlers working during evening premium
pay hours, Such expeditious processing was not nec-
essary to meet mailers’ needs.

Postal employees sorted substantial volumes of let-
ter mail by hand while letter-sorting machines stood
idle. GAQ estimated that more effective use of such
machines could result in savings of about $487,000 a
year.

The Department could save about $500,000 a
vear if mail being hand sorted at smaller post offices
in the Detroit, Mich., area were funneled into the
Detroit post office for machine processing.

Canceling stamps and postmarking letters by hand
costs $360,000 a year in Detroit. A possibility [or
reclucing hand cancellation is the use of precanceled
stamps.

Recruiting weaknesses, slow and burdensome
hiring practices, outdated wage and advancement
policies, and uncertain work schedules for new em-
ployces caused a serious labor turnover problem. In
1969, employee turnover cost the Departmant about
$17 million, primarily for recruiting and training.

Substantial sums could be saved by consolidating
or eliminating certain management reports,

GAO recommended that the Department (1) ex-
pedite its study of a priority classification of first-class
mail and initiate appropriate changes to the existing
mail-processing system, (2) reassess the possibility of
using machines to sort letters now being hand sorted,
(3) expand, where feasible and as rapidly as possible,
its program under which mail from smalier post offices
is consolidated at mechanized post offices for process-
ing, (4) explore alternatives to existing procedures for
hand-canceling and postmarking mail, and (5) ex-
pedite its review of management reports, eliminate un-
necessary ones, and simplify reporting requirements.

The Postmaster General generally agreed with
GAO’s findings and cited various actions being taken
to correct the matters discussed in the report. {Report
to the Coongress, B-114874, May 27, 1971)

178. Use of Value Engineering Studies in Ves-
sel Construction.——In the construction and repair of
its vessels, the U.S. Coast Guard, Drpartment of
Transportation, encourages private shipt vilders, by the
terms of their contracts, to develop acceptable value
engineering studies which will promote cost savings to
be shared by both parties. A large volume of value en-
ginecring studies are developed each year in-connec-
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tion with the construction and repair of the Navy's
vessels. Navy regulations provide that copies of these
studies be forwarded to other interested Government
agencies, including the Coast Guard.

(AU reported that the Coast Guard had not estab-
lished written procedures for the review and evaluation
of the Navy studies; in many instances, officials respon-
sible for the Coast Guard's vessel construction program
had not reviewed Navy studies that had been received;
and in those instances where the studies were reviewed,
the Coast Guard's evaluation and disposition of the
studies were act'o']11pli§hcd in an informal manner.

As a test of the potential value of the use of Navy
studies in the Coast Guard, GAO sclected 55 of the
studies for review and discussion with Coast Guard of-
ficials. These officials agreed that 20 of the 33 stuclies
were suitable for use in Coast Guard vessel construc-
tion and repair activities.

GAO concluded that because the Coast Guard had
plans to construct several new vessels and had a suh-
stantial continuing vessel repair and alteration pro-
gram, the adoption of a more effective procedure for
reviewing Navy value engineering studies was
warranted.

‘In response to GAO's recommendation, the Coast
Guard established a review procedure which, if prop-
erly carried out, should insure that such studies are
properly evaluated and implemented, where appro-
priate, on a timely basis. (Report to the Commandant,
U.S. Coast Guard, Dec. 8, 1970)

179. Government Self-Insurance, and Perform-
ance and Payment Bonds.-—The Government gen-
erally follows a policy of sell-insurance. The U.S. Coast
Guard, Department of Transportation, has not fol-
lowed this’policy and has required that contracts for
the construction of vessels provide for insurance. As a
result the contract prices for vessel construction during
fiscal years 1964-66 were increased by about $918,000.
GAO estimated that if the Coast Guard continued to
require such insurance, related premium costs of as
much as $5 million .could be incurred on planned
construction,
~ . Also, although the statutory requirement for per-
formance and payment bonds may be waived on Coast
Guard contracts, no waivers had been made up to the
time of GAO's review in April:1969. GAO estimated
t'_ha;t the Coast Gu'i'irt] could save as ‘much as $900,000

by waiving this requirement for vessel construction
then in the planning stage.
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The Department informed GAO that the Coast
Guard would revise its policy of requiring private ship-
builders to bear the risk of loss or damage to Govern-
ment-owned property in their possession by adopting a
policy of self-insurance in connection with contracts
awarded for the acquisition of vessels over 100 feet in
length. Also, the Department agreed that savings were
likely on ship construction contracts through judicious
waiver of the requirement for performance and pay-
ment bonds and informed GAQ that this require-
ment had been waived in its latest shipbuilding
award. In its award of a $53 million contract in
August 1971 for the construction of a new icebreaker,
the Coast Guard followed a self-insurance program.
{Report to the Congress, B-114851, Aug. 12, 1970)

180. Administration of Grants for Construction
of Oceanographic Shore Facilities.—National Sci-
ence Foundation (NSF) grants for constructing shore
facilities at oceanographic institutions were admin-
istered by three separate program offices in the Founda-
tion. Their policies and procedures varied. In GAO’s
opinion, two of the offices did not have adequate for-
malized procedures for the management of construc-
tion projects by institutions receiving the grants. The
two offices had determined requirements for the award
and administration of a grant on a case-by-case basis.
The Foundation would have greater assurance that
grants were properly awarded and administered if the
two offices would adopt formalized procedures like
those of the third office. The adoption of uniform pro-
cedures would also eliminate the varied requirements
imposed upon grantees.

Also, NSF did not have criteria which clearly
distinguished between specialized research and gradu-
ate-level research facilities. As a result, similar oceano-
graphic facilities had not been consistently classified
and the extent of NSF’s participation in the construe-
tion cost had varied significantly. Grants for construc-
tion of specialized facilities might be for their total
cost, while grants for construction of graduate-level
facilities were limited to an amount equal to that pro-
vided by the institution.

ANSF pointed out basic differences between the pro-
grams administered by its three program offices but
agreed that certain differences in procedures could be
eliminated and that adequate guidelines to grantees
were needed. NSF officials said they would seek uni-
formity of policies and procedures. including the pos-
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A'Iajqr facilities of the Woods Hole QOceanographic Institution.

sibility of centralizing administrative responsibility for
construction grants within' the Foundation, as recom-
mended. Subsequiently, in October 1970, NSF incorpo-
rated, mndng other things, oceanographic facilities
support. into a new function entitled the National
Oceanographic Lﬂhm_almy System with the objective

of maximizing research output from funds made avail--

able for academic oceanographic rescarch.
_to the Congress, B-169941, Sept. 23, 1970)

{Report

~181. Improvements Needed in Evaluating Hos-
pital Constructlon and Modernization Design Re-
quirements.-—GAO | reported that the Veterans Ad-

ministration (VA} had not made adequate and timely

i':'lv'c:‘;t'i'gr_:iti'().n'i of architect-enginecrs’  cost-reduction

proposals for the use of Jess costly construction mate-

rials and mcthods to determine whether their use should
-have been made a part of the VA design criteria ap-

pl'ic'a'blt-‘ to all lmspital construction.

CGAD's review of four architect-engineers’ cost-

- :u]m{mn plo|;m'lls which VA had aceepted in con-
ction w:lh the construction of three hospitals, showed

lh.lt it tuuk VA from 1 1o+ years to incorporate i
iwm;_i 111_- i_lS-:df_!?Igﬂ criteria. GAQ éstimatid that VA
might have saved about $186,000 if it had required the

inclusion of the four cost-reduction items, where appro-

“priate, in nine contracts which it subsequently awarded

for hospital construction,

In response to GAO's recommendation, VA
ized procedures for incorporating cost-recduction pro-
posals in its design eriteria for prompt application, as

formnal-

appropriate, to future construction projects.

GAO reported also that VA had canceled four
modernization construction projeets during develop-
went or shortly after completion of the working draw-
ings and specifications, which cost about $338,000. The
projects were canceled because the planned construc-
tion would not have satisfied the needs of the hospitals,
would have taken needed hospital beds out of service,
or would have cost more than VA had estimated and
such cost could not be justified. GAO expressed the
beliel that VA had enough information on these mat-
ters to have raised serious questions about the modern-
ization projects. before it authorvized the working
drawings and specifications,

VA anformed GAO that it had changed its pro-
cedures to incorporate architect-engineers’ cost-redue-
tion  proposals in its  design eriteria for  future
construction and had strengthened its review practices
before award of architect-engineer contracts for hos-
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pital modernization projects. (Report to the Congress,
B-133044, Dee. 29, 1970)

182. Improvements Needad in Management
Control Qver the ldentification and Reporting of
Excess Land.—GAO reported that at eight of the
14 Veterans Administration (VA) stations visited,
about 832 acres of land, with an estimated value in
1969 of about $26 million, were identified as being
exeess to current and established future needs of the
respective stations based on VA's landholding stand-
ards and the wide dispersal of buildings.

GAO stated that the retention of excess land was
attributable to (1) station officials’ reluctance to re-
port unused land as excess, anticipation of future
transfer of the land to outside VA, or fear of undesir-
able development on the land if it were declared
excess and (2} a lack of coordination among the VA
central office, the stations, and the General Services
Administration (GSA). The central office did not
‘question annual real property reports when land being
retained by field stations significantly exceeded VA’s
landholding standards.

GAO statedd that improved management controls
would result in more timely identification of fand which
is excess to VA's needs so that it could be made avail-
able cither for use by other Federal, State, or local
entities or for sale by GSA,

In response to GAO recommendations, VA stated
that guidelines would be developed for evaluating cur-
rent landholdings and that specific consideration
would be given to the land parcels identified in the
GAO report: VA stated also that (1) justifications
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submitted by field stations for retaining land in excess
of VA landholding standards would be reviewed by
central office officials and (2) landholdings at field
stations would be reviewed during visits of central
office officials. In addition, VA instituted procedures
which require that the annual survey reports sent to
the central office by the feld stations be supplemented
with annotated land plot plans showing land use. (Re-
port to the Congress, B-133044, Nov. 12, 1970)

183, Preservice Physical Examinations of En-
listed Personnel.—- At the request of a member of the
Senate Committee on Armed Services, GAO made a
review of the activities of the Armed Forees Examin-
ing and Entrance Stations and of the US, Army Re-
cruiting Command o determine the experience of
the military departments in discharging enlisted per-
sonnel beeause of physical defeets which existed prior
to entrance into military service, Because of preservice
physical defeets, about 20,000 enlisted personnel were
discharged in fiscal vear 1968, and about 19,400 in
fiscal 1969. GAO estimated that about $17.9 million
was expended in fiscal year 1969 [or personnel dis-
charged because of preservice physical defeets after
having scrved for a vear or less.

GAO noted that some improvements were being
implemented at the examining stations. These in-
cluded (11 specialized training for military medical
officers, 12) development of an automated medical
examination system. and 3} upgrading of the facilities
at some of the examining stations. (Report to Senator
Schweiker, B-146986, July 27, 1970}
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PAY, ALLOWANCES, AND EMPLOYEE BENEFITS

Alcoholism Program for Federal Civilian
Employees

184. Establishment of Program.—As a result of
a study made at the request of the chainnan, Special
Subcomniittee on Aleoholisin and Narcoties, Senate
Conumnittee on Labor and Public Wellare, GAO re-
ported in September 1970 that substantial cost savings
could be realized by the Federal Government through
establishing a program for identifying, preveating, and
treating aleoholism among its employees. Data were
not available on the number of Federal civilian em-
plovees suffering from the illness or on the resultant
cost to the Federal Government in terms of lowered
worker efficiency and morale, absenteeism, bad deci-
sions, early retivements, and related loss areas. There-
fore, in conducting its study, GAO relied on informa-
tion provided by individua’s in Federal agencics, State
governments, and industry and by others who had
studlied the problem of alcoholism to arrive at esti-
mates of the prevalence of alcoholism in the Federal
Government, the employer costs incurred as a result
thereof, and the cost savings that might result from an
effective. Government-wide alcoholism program.

GAO estimated that the prevalence of alcoholism
among the 2.8 million civilian employees in the Fed-
eral ‘work force at June 30, 1970, ranged from 4 per-
cent (112,000 employees) to 8 perecent (224,000 em-
ployees) and resulted in employer costs to the Federal
Government ranging from $275 million to $550 mil-
lion annually.

Since about 54 of every 100 alcoholic emplovees
would be likely to recover as a result of an alcoholism
program, GAQO estimated a net cost savings to the
Government: ranging from $135 million to $280 mil-
lion a year after deduction of the estimated $15
million cost of the program.

GAO pointed out that an effective Government-
~wide alcoholism program would not only bring about
substantial cmplpy_-er cost savings, but also, by helping
reduce the number of alcoholics in-the total popula-
tion, would contribute 1o the cconomic and social
benefits which the Federal Goyernment and society as

a whole would obtain from alcoholism programs in
veneral. Such benefits would take the form of reduc-
tions in. for example, traffic accidents, erime, and the
need for welfare and medical services attributable o
the misuse of alcohol.

In conclusion, GAO expressed the view that a pro-
aram aimed at salvaging the aleoholie Federal em-
plover would attend to a part of one of the Nation's
major health problems and, at the same time, would
give a group of sick Federal emplovees a greater chance
to recover and live decent lives,

GAO's report was used by the subcommittee in its
deliberations on proposed legislation which led to the
enactment of Public Law 91-616, approved Decem-
ber 31, 1970, which provides that the Civil Service
Commission, in cooperation with the Seeretary of
IHealth. Education, and Wellare and with other Federal
agencies and departments, shall be responsible for de-
veloping and maintaining alcohol abuse and alcohol-
ism prevention, treatment, and rehabilitation programs
for Federal civilian employees. On July 7, 1971, the
Commissioner issued guidelines for use by Federal
agencies in establishing and maintaining alcoholism
programs. (Report to the chairman, Special Subcom-
mittee on Aleoholism and Narcoties, Senate Commit-
ice on Labor and Public Welfare, B-164031(2),
Sept. 28, 1970)

Federal Employees' Health Insurvance

185. Administration of the Government-Wide
Service Benefit Plan.—GAO examined into the Civil
Service Commission’s administration of the Govern-
ment-wide service benefit plan operated by the Blue
Cross and Blue Shicld organizations and noted the
following areas in need of improvement.

Instead of promptly investing all cash not needed
for discharging the Plan’s obligations, substantial
amounts of cash had been kept in non-interest-
bearing checking accounts. As a result, as much
as $100,000 of interest income had been lost
annually.
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Several hundred thousand dollars of Plan funds
collected Trom local haspitals had been retained by
a local plan for long periods before being remitted to
the Plan's Operations Center with the result that the
funds were not available for investment by the
Plan.

The Operations Center had advanced funds to
certain local plans, apparently in excess of the
amounts needed by these plans to meet current
obligations, thus redncing funds available for in-
vestment. This happened because a formula used for
computing the needed amounts overstated the nun-
ber of days required by the local plans to obtain
reimbursement.

The laws of some States require local plans to
maintain contingency reserves in addition to their
other reserves, and the Commission's contract au-
thorized annual allowances to local plans to satisfy
these requirements, The equity of continuing to
make such allewances was questionable because the
contingency reserves maintained by the Commission
aud the carriers were adequate for protecting the
interests of the Plan’s enrollecs.

Tavestment income had been allocated among the
reserves of the high and low insurance options of
the Plan and taken into consideration in establishing
premium rates for the different options, The balances
of the special reserves for the high options were
understated and the balances for the low options
were overstated, because the method of allocating
interest income-among the reserves had 5ot resulted
in distributing interest income in jroportion to the
sources of the funds invested to earn such income.

GAO's proposals to the Commission for improving
administration of the Plan related to:

Increasing the interest income earned by the Plan
by insuring that (1) all funds not immediately
needed to discharge Plan obligations are promptly
invested, (2) local plans promptly remit to the Op-
erations Center-all Plan funds collected from hos-
pitals, and (3) advances of funds te local plans do
not exceed the amounts needed by them to neet
cwrrent Plan obligations.

Making a study to determine the reasonableness
of and the necessity Tor continuing to make allow-
anices to local plans for the purpose of assisting them
in: meeting State: contingeicy reserve requirements.

Requiring that interest income be allocated to the
reserves of the d_iﬂ'tgrcn! options.in proportion to the
source of funds used in earning such income.
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In October 1970 the Plan’s Operations Center
adopted a revised pracedure for reimbursing local
plans which resulted in frecing about $7.5 million for
nvestment, The Center’s operating costs will be in-
creased by about $25.500 annually as a result of the
revised procedure. GAQ estimates that the investment

of the additional Tunds should produce net interest
income of about $407,000 a year for the Plan.

The Commission was generally receptive to GAO’s
other proposals and either took action or agreed to take
action in line with such proposals. (Report to the Con-
gress, B-164562. Oct, 20, 1970}

Governmeni-Furnished Housing

186. Rental Rates.— GAO's followup review con-
cerning rental rates charged occupants of Government-
owned quarters at certain Veterans Administration
{VA) ficld stations disclosed that the VA was losing
$390,000 a year ir: rental income because rents charged
employces at 13 VA hospitals were too low. To the
extent that similar conditions existed at those hospitals
which were not visited by GAQ, an even larger amount
of income was being lost nationwide. This income could
reduce the amount of appropriated funds needed to
operate VA's medical care program.

The VA had deviated from Office of Management
and Budget criteria for establishing rental rates for
Government-owned quarters. The criteria provided
that basic rents should be based on prevailing rates for
comparable private housing; if no housing was avail-
able for comparison, the rents were (o be based on the
income a property would praduce taking into account
its fair market value. The Federal Housing Adminis-
tration (FHA) appraised the VA quarters included in
the GAO review and recommended the rental rates.
Approval of the FHA-rccommended rates was the re-
sponsibility of VA field station divectors.

GAQO recommended that VA (1) specify the data
ficld stations should obtain in support of FITA ap-
praisals of VA quarters and (2) direct field station
officials to review and evaluate appraisal “erorts and
supporting data. In addition, to help insure that rental
rates are properly established, VA Central Office offi-
cials should evaluate on a timely basis appraisal reports
and supporting data and make selective evaluations of
activities relating to the approval of rents in the field.

The VA agreed to (1) coordinate with THA or other
appraisers to insure that VA obtained enough informa-
tion to enable its personnel to make meaningful evalua-



tions of rental appraisals, (2) revise its appraisal record
form to include the data necessary to make such evalu-
ations, and (3) more carefully review the appraisal
record {orms submitted to the VA Central Office and
ohtain reappraisals where indicated. In May 1970,
FHA issued revised instructions on FHA appraisals of
Federal employee quarters.

In subsequent discussions, VA officials informed
GAO that the VA Central Office would review all
appraisals in detail for compliance with Office of
Management and Budget criteria. VA officials also
agreed that reviews of rental rate activities would be
made by VA internal auditors and by other VA Central
Office representatives during their visits to field stations.
(Report to the Congress, B-133044, Sept. 21, 1970)

Pay, Allowances, and Benefits-—General

187, Maintenance of Attendance and leave
Records.—During fiscal year 1969, salaries of about
$53 million were paid to officers and employees, exclu-
sive of judges, of the courts of appeals and the district
courts. During the 1968 leave year, a total of about
$227,000 in lump-sum leave payments was made to 363
former court employees. Under the courts’ payroll sys-
tem, the payrolls were not supported by time and at-
tendance records and the certifications of employees’
entitlements were not supported by proper evidence.

In its review at three district courts, GAO [ound in-
stances where (1) time and attendance records were
not being maintained for members of the judges’ staffs
on the leave system and for some employees of the
clerks’ stafls, (2) some members of the judges’ stafls
and some employees of the clerks’ staffs were maintain-
ing their own leave records, (3) evidence was not avail-
able to support some lump-sum leave payments made
to former members of the judges’ staffs, (4) errors had
been. made in computing employees’ leave, and (5)
some employees had been advanced leave in excess of
the amount that would have acerued to their credit
during the leave year.

GAO recommended that the Judicial Conference of
the United States consider requiring the Director, Ad-
ministrative Office of the U.S. Coutts, to provide for
the maintenance of standard or uniform time and
attendance records. and leave records for all court
employees, except judges. (Report to the Congress,

B-133322, Oct. 8, 1970)

188. Overtime Claims.—Investigators of the Tm-
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migration and Naturalization Service (INS), Depart-
ment of Justice, claimed as compensabic uncontrollable
overtime travel time to and [rom places where official
business was transacted outside the normal workday
and in excess of the basic 40-hour workweek. INS pol-
icy provided certain conditions under which travel
time was considered as hours of employment. Inas-
much as INS officials have interpreted the instruc-
tions on the matter in various ways, GAO recom-
mended that the instructions be clarified.

On July 26, 1971, INS informed GAQO that there
was no variance in the application of mstructions ve-
garding the crediting of uncontrollable overtime and
that under no circumstances was uncontrollable over-
time allowed [or time in travel status away from the
official station or for time in transit between the last
investigative con*act of the day and the employee's
residence.

Based on its findings, GAO planned further discus-
sions with INS to resolve this matter. {Report to the
Commissioner, INS, Apr. 30, 1971)

189. Maintenance of Attendance and leave
Records,—The Office of the Secretary, Department
of Commerce, processes payroll and leave records for
about 4,000 employees. Iuring an audit, GAO found
a high error rate—about 26 percent of the records sam-
pled contained one or more errors. Clerical errors and
lack of knowledge of leave regulations and procedures
appeared to be the primary causes. In response to
GAQ’s recommendations, agency officials agreed to
(1) establish a continuing serics of classes for time-
keepers with emphasis being placed on the need for
accuracy and conformance with regulations, (2)
schedule a series of unannounced audits of payroll and
leave records to insure control and review by payroll
personnel, and (3) train a specialist to maintain the
retirement records. (Report to the Director, Office of
Financial Management Services, Office of the Secre-
tary, Department of Commerce, Sept. 23, 1970)

190. Allowances and Differentials Paid to Civil-
ian Employees Overseas.—The Department of State
establishes regulations for the payment of allowances
and differentials to its own and other agencies’ civilian
employees located at overseas posts. (GAO reviewed the
establishment of the various allowances and had cer-
tain observations on their payment and administration.

GAO found that savings could be achieved by giving
greater consideration to the cost of Department of
Defense-operated and American-sponsored overseas
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schools when establishing certain education allowance
rates. GAO also found a lack of uniformity in provid-
ing transportation expenses for dependent children
going away to school and suggested that the State De-
partment clarify the regulations regarding reimburse-
ment for these costs.

GAO noted certain conditions existing which would
appear to be appropriate for consideration in establish-
ing the living quarters allowances and suggested that
they be examined in more detail. The conditions in-
cluded (1} employees residing in high cost arcas for
personal reasons rather than for official purposes, (2)
employees - leasing quarters in excess of adequate
needs, and (3} employees reporting estimated expenses
in excess of actual costs,

It was also noted that the current standards and
weights assigned to the hardship factors in establishing
post differential rates were established in 1951, and,
with very few changes, had remained the same. GAO
concluded that the weights assiuned to the different
[actors needed to be reexamined and may rvequire
somie changes as a result of changes in values and living
conditions to be found at the various posts. Depart-
ment officials stated that a task force would be estab-
lished to review the existing criteria and update the
standards-and weights, as appropriate.

GAO found that the leased housing program al
several posts had resulted in substantial costs in excess
of the authorized living quarters allowance which
would have been provided in lieu of leasing quarters.
I sonie instances, the leased quarters appeared to be
in excess of normal needs. Accordingly, GACQ suggested
the adoption of uniform housing standards, the estab-
lishment of housing boards at posts, and the improve-
ment of coordination on housing matters among
Government agencies to help hold down the escalating
rental costs resulting from the competition between
agencies' employees for adequate vesidential living
“quarters. .

On July 29, 1971, the Departnient of State advised
that it agreed with the proposals stated in the report
and has taken and’ will continue to take corrective
actions for improving management procedures. It also

“stated that steps are being taken to clarify the regula-
tions to provide additional guidelines to impiement
the procedures. {Report to the Deputy Under Secretary
of State for Administration, Apr. 27, 1971)

~ 191. Employee Entitlement to Pay and Leave.-—
GAO's examination into selected payroll records of
cenirally paid Amevican employees of the Agency for
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International Development (A1D) indicated that the
Agency’s methods of determining employee entitle-
ment to pay and leave needed to be improved in three
major areas. GAO found that (1) unreconciled dif-
ferences hetween employee rolls maintained for payroll
and personnel purposes prevented management from
insuring that all payrolled persons were authorized
employees of AID, {2} the established method of
controlling the time and attendance of transferred
employees while they were in an in-transit status had
been ineffective, and {3) primary reliance on the work
of individual timekeepers for the computation of em-
plovee leave balances had resulted in two different sets
of leave balances for most of the employees, neither of
which was a reliable record of employee entitlement
to leave.

Based on the results of GAO’s examination as a
whole, it was concluded that the design of the payroll
system was ineflective because it was based on a con-
cept which did not provide for sufficient controls to
insure that valid data had been taken into account in
dewermining employee entitlement to pay and leave,
GAQ believes that the system relied too heavily on the
sompilation of unverified data generated by numer-
ous individuals throughout AID and on centrally
directed eforts to monitor the work of those individ-
uals on an after-the-fact basis.

GAO recommended that (1) the system be rede-
signed to place primary reliance on controls exercised
by organizational units within AID and on automatic
controls applicable to the data compiled by the orga-
nizational units and (2) immediate action be initiated
1o establish the organizational unit controls and the
reporting requirements needed for the planned rede-
signed system.

As aresult of GAQ's recommendations AID initiated
corrective action needed for the planned redesigned
systen. { Report to the Controller, AID, July 13, 1970)

192. Accounting for Military Leave.-—Inaccurate
accounting for military leave in the Army has been
a continuing problem and has been the subject of a
number of GAO's carlier reports. The weaknesses in
accounting for leave have persisted despite the adop-
tion of additional procedures and controls by the Army.
Military personnel are paid for the unused leave at the
timne they are separaed from military service, Inaccu-
rate balances of unused leave have been a major factor
contributing to improper payments by the Army to its
military personnel. In April 1971 GAQ issued a report
to the Congress on its current review of the problem,



Based on the incidence of the errors GAO found
in the followup review, estimated annual overpayments
cf about $23 million and underpayvments of about
$3 million could result, This was a conservative esti-
mate. The ultimate improper payments could be at
considerably higher rates of pay because of subsequent
longevity and statutory pay increases and promotions.
GAO estiinated that, should the military personnel
choose to use their erroncous leave balances rather
than receive payment at the time of separation, a net
loss of about 4,600 man-years of manpower availability
could result.

The following conditions contributed to the high
incidence of errors:

Prescribed records were not used to establish dates
servicemen arrived at installations and leave taken
while in travel status was not charged.

Leave taken in connection with intrapost trans-
fers (leave taken between completion of training
and reassignment to another unit at the same in-
stallation) was incorrectly treated as routine delay
en route,

Attendance records were not used as the source
for recording leave.

The work of pay clerks was inadequately
supervised.

Little or no internal audit of leave had been per-
formed by either local internal review staffs or the
Army Audit Agency.

GAO recommended that the Secretary of the Army:

Direct that local internal review staffs be increased
and that they and the Army Audit Agency regularly
conduct reviews of pay and allowances with em-
phasis on military leave.

Order a study of the Army's leave practices to
insure that the leave data input to the military pay
system will be more accurate.

Direct that travel orders be endorsed by appro-
priate oflicials to show dates of arrival and departure
at all military locations to which the individuals
traveled, including intermediate points, and that
these endorsements be used with the travel voucher
to compute the chargeable leave.

‘The Army concurred, in general, with the findings
and conclusions and accepted the first two recommen-
dations. With respect to. the third recommendation,
‘the Army expressed d;')[;b_t that endorsement of travel
~orders would reduce thie error rate significantly. (Re-
port tothe Congress; B-125037, Apr. 2, 1971)
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193. Full-Time Graduate Education Programs
for Military Officers.— A memorandum issued by the
Joint Chicls of Stall in 1961 established criteria {or
determining graduate education requirements for mili-
tary officer positions. During hiscal year 1969, over
4200 oificers were enroliod in full-time graduoate
education programs a1 an estiated cost of at least
$70 million.

In a report issued to the Congress in August 1970,
GAO pointed out that the criteria for identifying mili-
tary officer positions requiring graduate education, and
the ways in which the criteria were applied, were so
broad and permissive that almost any oflicer positions
could be certified as requiring such education. Posi-
tions were certified as requiring graduate education
although the need for such education had not heen
established.  Certifications were requested  and ap-
proved without adeguate consideration of :

Work experience or short training courses as
alternatives to full-time graduate education.
Inconsistencies between the official job descrip-
tiong, which did ot require graduate education, and
the job descriptions submitted for certification of
gracluate education requirements.
Use of civilians in the positions where possible.
Inconsistencies among the services concerning
need for graduate education in similar or identical
positions.
Essentiality of graduate education for performing
duties of the position,
Furthermore, many officers with graduate education
were not assigned to positions requiring their special-
ized education,
GAO suggested that the Secretary of Defense:

Issuc a policy statement expressing more clearly
the objectives of the graduate education program.

Order revision of the existing criteria to limit the
broad, permissive interpretations.

Obtain the-advice of the Givil Service Commis-
sion or another qualificd body in developing the
new criteria.

Require uniform application of the new criteria
by the military services.

Counsider using civilians in positions requiring
graduate degrees.

Review the assignment policies and practices of
the military services for insuring maximum use of
personnel having speeialized graduate education for
tiie jobs having such education as a prerequisite.
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The Department of Defense noted that GAO had
failed to take into account the intangible accepted
values and benefits of graduate education. GAO
pointed out that the criteria of the Joint Chiefs of Staff
did not justily the program on these generalized bases
but on the requircments of specific positions.

The Department of Defense position indicated little
early corrective action in response to GAQ’s findings
and suggestions. GAQ suggested that, in view of the
Department’s position and the announced plans of the
military services to expand the graduate education pro-
gram, the Congress might wish to consider limiting the
full-time, fully funded graduate level education pro-
gram to (1) those positions for which such education is
essential for the satisfactory performance of duty and
{2) only those officers who can be used primarily in
those positions. (Report to the Congress, B-165558,
Aug, 28, 1970)

194. Management at the U.S. Armed Forces
Institute.-—The mission of the U.8. Armed Forces In-
stitute is to provide educational services and materials
to members of the Armed Forces on subjects normally
taught in civilian academic institutions, The annual
budget of the Institute is about $6 million. To deter-
mine the effectiveness of the Institute’s education
programs and its management of field inventories,
GAO reviewed the completion rates experienced in the
correspondence and group-study programs and the
control  over educational materials issued to field
installations.

The Institute had experienced low course-comple-
tion rates in recent years—about 10 percent in the
correspondence program and about 31 percent to 39
percent in the group-study program. Internal auditors
of the Department of Defense reviewed the programs
in 1965 and, in a report on the review, expressed
concern with reépcct to the low completion rates and
made recommendations for improvement. When GAO
began its review in 1969, GAO found no evidence that
the Institute had taken action on the recommenda-
tions. However, during the course of the review the
Institute took action to deal with the low completion-

_rate problem, including a study lo provide an informa-
tion base on dropouts and student nonstarts (students
who, after enrolling, do not submit lessons).

Also, prior to Juiy 1969, the Institute was issuing
from.its Madison, Wis:, inventory more than a million
_.do]]a'rs‘ worth of educational materials annually to
field installations; but was not kecping records of the
location; - quantities ‘on” hand, or disposition of the
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materials. This condition contributed to the Institute’s
denying enrolliment to servicemen in courses when the
Madison inventory had stock shortages. Institute offi-
cials informed GAQ that, when Madison had stock
shortages, in all probability stock was available at field
installations and could have been provided to at least
a portion of the applicants. In July 1969 the Institute
introduced procedures intended to improve its control
of inventories at field installations.

GAQ recommended that the Secretary of Defense
take action to insure that (1) the study to provide an
information base on student dropouts and nonstarts
is completed in a timely manner and that the corrective
action suggested by the study is taken and (2) the in-
ventory control procedures initiated during GAO's
review are properly employed and that attention is
also given to other areas that appear to warrant man-
agement attention. GAQ rec :nmended also that pro-
cedures be established to provide the Institute with
information, for management purposes, on future
trends in course enrollments and completion rates. The
Deputy Assistant Secretary of Defense { Manpower and
Reserve Affairs) stated that the Departmment of De-
fense was taking corrective actions. These actions
appear to be responsive to the GAQ recommendations.
(Report to the Congress, B-169062, Oct. 8, 1970)

195. Conversion of Mational Guard Technician
Positions to Federal Positions,—The National
Guard Technicians Act of 1968 converted Army and
Air National Guard technicians from State to Federal
employee status, eflective January 1, 1969. One of the
principal purposes of the legislation was to provide an
adequate and uniform retivement and fringe benefit
]71‘031‘&1[’]1.

National Guard technicians are civilian employees
whose employment generally requires them to be mem-
bers of the Guard also. Prior to the conversion they
were considered employees of the States although their
salaries were paid put of Federal funds.

As stated in its report issued to the Congress in
April 1971, GAO’s review of the records of over 1.000
technicians selected at random in 12 States showed
that, in general, the conversion had been carried out
in accordance with the act and implementing regula-
tions and instructions. With few exceptions, the grades,
rates of compensation, leave balances, and annual leave
accrual categories recorded at the time of conversion
were proper, There were many discrepancies, however,
in data pertaining to service prior to conversion, at-
tributable primarily to clerical errors, omission of data,



and misinterpretation of instructions. The erroncous
data had nosignificant effect on the status of the tech-
nicians at the time of conversion and generally will not
have any significant effect as long as they are employed
by the Federal Government. But the errors could have
an effect on-the technicians’ retirement rights and
benefits and the related cost to the Government.

GAQ recommended that the Secretary of Defense
require the National Guard Bureau to review, in co-
operation with the States, the personnel records of all
technicians converted to Federal employee status to
insure the accuracy of the data recorded, The Assistant
Secretary of Defense agreed in general.

Three of the 12 States had separate personnel offices
for the Army National Guard and the Air National
Guard. (The other nine had, or were planning to have,
consolidated personnel offices.) Consolidation offers
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the advantages of centralized authority, uniformity of
operations, and possible savings in personnel costs.
GAO was subsequently informed by the Department
of Defense that the personnel offices in all the States
had been censolidated by the end of calendar year
1970.

Under the act of 1968, many of the technicians
elected to be covered by the Federal civil seivice re-
tirement system. There is a question as to the status
of those Federal contributions remaining in the State
systems which are not committed to pay retirement
benefits to such technicians. The Senate Cormittee on
Armed Services requested the Department of Defense
to resolve this matter with the States. The Department
assigned this responsibility to the National Guard Bu-
reau. (Report to the Congress, B-20748, Apr. 29, 1971)
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AUTOMATIC DATA PROCESSING SYSTEMS

Acquisition

196. Evaluation of Alternative Means for Ac-
quiring Automatic Data Processing Equipment.—
The Government Printing Office (GPO) rents auto-
maitc data processing (ADP) equipment directly
from the manufacturer. GAO reported that commer-
cial leasing firms offered rental arrangements that
provided opportunity for saving about $1.2 million in
rentals, over a 5-year period, on an ADP system in-
stalled at GPO in 1969. GAO also reported that sav-
ings vwere possible by purchasing two leased ADP sys-
tems- installed in earlier years, if GPO foresaw long-
term usage of these systems.

GPO subsequently informed GAO that the planned
retention periods for the existing ADP systems ruictl
out conversions from lease to direct purchase but that
it planned to relinquish certain ADP peripheral equip-
ment and satisfy these needs under short-term leases
with commercial leasing firms. (Report to the Con-
gress, B-114829, Nov. 24, 1970)

197. Multiyear Leasing and Government-Wide
Purchasing of ADP Equipment.—Multiyear leasing
is a more economical ahcrnaﬁv_c than short-term
rentals when automatic data processing (ADP) equip-
ment cannot be purchased. An analysis indicated that
Government rental costs for ADP equip:uent might be
reduced during the lease periods by as 1auch as $70
million under 3-year ledses and by as much as $155
million under 5-year leases. In many cases, however,
agencies are barred by law from entering into multi-
-~ year leases because equipment’ acquisitions must be
financed from I-year funds,

The General Services Administration (GSA) has an
© ADP fund (revolving) to assist in carrying out its re-
sponsibilities' for the efficient and economical acquisi-
~tion of the Government's ADP equipment. The fund

...~ can he used when agencies are barred {rom entering

" inito nultiyear leases, but unless GSA is given author-
_ ity to contract on a multiyear basis without obligating
the total anticipated payments at the time of entering
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into the leases as is now required by law, the fund
will have to be substantially increased.

In addition the Government was not making maxi-
mum use of its ADP equipment purchase funds be-
cause purchases were made by agencies on the basis
of their individual [unding capabilities rather than
from a Government-wide viewpoint,

GAOQO suggested that the Congress might wish to
consider legislation authorizing GSA to contract on a
multiyear basis through the ADP fund without the
necessity of obligating the total anticipated payments.
GAO recommended also that Federal departments
and agencies make sure that maximum practicable
use is made of multiyear leases and that competition
is obtained.

GAO recommended that GSA take a more active
role in contracting for ADP equipment to make sure
that multiyear leases are used and that GSA and the
Office of Management and Budget (OMB) request
additional capital for the ADP fund and use a Gov-
ernment-wide, best-buy approach on purchases.

GSA and OMB agreed with the findings and recom-
mendations and took action to implement them. (Re-
port to the Congress, B-115369, Apr. 30, 1971)

198. Acquisition and Use of Software Producis
for Automatic Data Processing Systems in the
Federal Government.—Software is a term that has
come into use with automatic data processing (ADP)
systems to identify computer programs, procedures,
and related documentation and to distingnish such
features from the hardware components of the systems.
It is estimated that Federal agencies are spending be-
tween $2 billion and $3 billion a year for acquisition
and in-house development of software.

Many broad management problems were found dur-
ing the GAO study. One important problem that was
not receiving adequate management attention involved
the change which was taking place with regard to the
way computer services were being marketed to the
Federal Government by the computer vendors. The
acquisition of software from computer manufacturers



has usually been an unidentifiable part of the total
price of a computer system.

During the past few years, many changes in mar-
keting practices by computer manufacturers have
occurred. These included the separate pricing (unbun-
dling) of software products, the introduction of diverse
contractual arrangements for acquiring software, the
advent of general-purpose proprietary software pack-
ages, and the licensing of the use of software products
with overly restrictive provisions. The Federal Gov-
ernment has had no centrally guided or unified ap-
proach for dealing with these changes.

GAO found that Federal users, for the most part,
acquired their needed computer software without cen-
tralized direction or guidance. As a result, they:

Procured compuier programs unnecessarily since
they were alreacly available at other data processing
locations within the Government.

Procured software products with overly restrictive
use provisions and thereby required additional soft-
ware procurements in raultiuse instances.

Acquired similar computer programs at varying
prices within a relatively short period of time.

Deprived the Government of an opportunity to
benefit from quantity procurements,

Used various criteria and techniques for selection
and evaluation of computer software which resulted
in the acquisition of many variations (some being
better than others) of the same product.

Duplicated unnecressarily technical evaluations of
computer programs.

GAOQO . believes that, to better manage the vast re-
sources invested in data processing facilities, the Fed-
eral Government needs a master plan. Such a plan
would include agreed upon goals or objectives against
which quality and progress could be measured. It
would provide resource planning, implementation pro-
cedures, and appraisal and feedback procedures.

GAO recommended that the Director, Office of
Management and Budget, arrange for the formulation
of a master plan for the acquisition and use of software
and the structure needed to implement the plan. GAO
recommended  also that OMB Circular A-54 be
amended to include. specific policy guidance to user
agencies for the acquisition, management, and use of
software throughout the Federal Government.

“Relative fo the guidance and leadership necessary
for the procurement of software, GAO recommended
fufthér that the: )

: Di‘néctd'r, Office of Management and Budget, pro-
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vide coordinated management and central policy
direction to users for deternining the most cconom-
ical and efficient means for obtaining computer
software.

Administrator of General Services employ the
single-purchaser concept, use formally advertised
procurement contracts, strive to obtain nonrestrictive
or license-free contractual arrangements for software
with rentals based on use, consider buying outright
software products that would be widely used
throughout the Government, and maintain an in-
ventory of computer software.

Director of the National Burcau of Standards
establish and maintain a reference index of computer
programs, make detailed technical evaluations of
computer programs for use by all Federal ADP in-
stallations, and promulgate Federal standards for
computer languages and program documentation.

In addition, GAO recommended that, pending the
issuance of more specific policy guidance, the opera-
tional and cost factors described in its report be used
by Federal agencies in reaching decisions on software
needs. {Report to the Congress, B-115369, June 30,
1971)

Utilization

199. Redistribution of the Government's ADP
Equipment.—The General Services Administration
(GSA) is responsible for providing an efficient and
economical system for the utilization and disposal of
Government property. Regulations issued by GSA re-
quire agencies to report Government-owned and Gov-
ernment-rented excess automatic data processing
(ADP) equipment. An ADP management informa-
tion system was established to assist GSA in the re-
distribution of excess ADP equipinent.

GAO reviewed the redistribution of excess ADP
equipment and observed instances where excess Gov-
ernment-owned equipment was not being used, al-
though, between August 1967 and June 1970, similar
equipment was rented from suppliers at a cost of
$920,000. The equipment was idle because (1) agen-
cies had not given GSA sufficient notice as to when
the equipment would be released, (2) agencies had not
released the equipment to GSA for redistribution, and
(3) GSA had relied on excess equipment bulletins
rather than the ADP management information system
to identify opportunities to redistribute excess
equipment.
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GAO recommended that the Administrator of Gen-
eral Services improve the ADP management informa-
tion system reports and that he emphasize the use of
the system to identify opportunities to redistribute ex-
cess ADP equipment. The Administrator agreed and
advised GAO of the steps GSA was taking to imple-
ment GAQO’s recommendations. (Report to the Con-
gress, B~115369, Juns 15, 1971)

200. Improvement in Management Controls
Over the Scientific Use of Computers.—Following a
survey of the National Aeronautics and Space Adminis-
tration’s (NASA) Ames Research Center, GAO
pointed out a need for the Center to revise its proce-
dures to encourage efficient use of automatic data proc-
essing facilities and to insure that they were used only
for properly approved purposes.

The NASA Center Direcicr agreed with GAO’s
findings and took responsive corrective action. ( Report
to the Director, Ames Research Center, Oct. 27, 1970}

201. Automated System for Insurance Pro-
grams.—The Federal Crop Insurance Corporation’s
automated system for insurance programs was well de-
signed and provided generally accurate information to
management. However, GAO pointed out improve-
ments that could be made to increase its efficiency and
effectiveness:

Costs could be reduced by identifying, through
analyses, those field offices and conditions responsible
for erroneous input data and by taking appropriate
corrective action.

Considerable savings could be achieved by chang-
ing from a match'in'g control based on surnames and
first initials to a control using a more positive basis,
such as social security numbers, to protect against the
issuance of multiple insurance contracts to the same
producer or the issuance of insurance contracts to
ineligible producers.

Procedures needed to be strengthened to provide
assurance that programs and changes in programs
were fully documented.

The. Department of Agriculture subsequently in-
forimed GAO of corrective actions taken or to be taken,
(Report to the Secretary of Agriculture, B-114834,
Aug. 28, 1970)

... -202, Case Studies of Auditing in a Computer-
Based Systems FEnvironment.—In response to the
growing' nred for effeciive and efficient means for
auditing computer ased syvcins, GAO conducted a
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number of studies to explore the impact of computers
on auditing activities in the Federal Government.
These studies dealt primarily with batch-processing-
type computer operations or those systems that require
input data to be coded and collected into groups or
batches for processing. Particular attention was de-
voted to:

Internal auditing of computer-based systems—to
determine whether effective independent reviews
and appraisals were being made.

System  documentation—to determine whether
current and complete documentation was main-
tained.

Use of computer techniques to audit computer-
based systems—to assist other Government auditing
organizations in auditing computer-based systems.

In individual Federal agencies, internal audit cov-
erage of agency computer operations varies from com-
prehensive system testing to practically no work at all.
Although some internal audit groups have recently
shown increased interest, auditors in the past have
tended to shy away from comprehensive reviews of
computer-based systems. Even though computer sys-
tems are inereasingly becoming an integral part of
agency management and control, independent reviews
and appraisals are generally not made to assist man-
agers in establishing effective controls over complex
computer systems.

GAO believes it is important for an independent
group to review and evaluate ageney computer oper-
ations, especially those systems which affect agency
management and control operations as well as those
involving the disbursement of billions of doilars every
vear. In the absence of independent evaluations of
computer-based systems, the computer operation is
vulnerable to undetected ervor, misuse, and possibly
fraud. GAO believes that Federal agency managers
should require internal auditors or a similar group to
devote more attention to compurter systems than is
currently being done.

A related problem centers on the fact that most
Federal agencies have not developed or implemented
agencywide documentation standards for computer-
based systems. Generally, documentation being pro-
duced is incomplete and inadequate. Documentation
may be u.ed by management not only to menitor and
control the cemputer facility resources of an organiza-
tion, but also as a check on performance and com-
pliance with established goals and standards for such
resources. Consequently, GAQ believes that Govern-



ment-wide documentation standards should be devel-
oped and promulgated by the executive branch to
guide all Federal agencies in maintaining an adequate
level of system documentation. GAO also helieves that
the heads of Federal agencies, as an interim measure
pending adoption of Federal standards by the execu-
tive branch, should take necessary action to assure that
- their computer systems documentation meets the stand-
ards listed in this report.

New computer auditing techniques have been de-
veloped to assist. the auditor in reviewing computer
systems and computer-generated records. These tech-
niques permit the auditor to use the computer’s speed
and a'ccm‘ar.y' to:
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Search files and sclect data for examination,
Make special analyses or summarization of data.
Perform computations.

[dentify unusual transactions.

Test check processing accuracy.

Several techniques used successfully by GAO include
generalized computer audit programs, custom designed
computer audit programs, test decks, and detailed
reviews of selected computer programs. GAO’s report
contains a discussion of each technigue and a reference
to case studies for the reader interested in furthe:
study. (Report ta the heads of Federal departments
and agencies, B-115369, June 1971)
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PROPERTY MANAGEMENT

Control Over Property

203. Government-Owned Properiy Used by a
Contractor.—GAO's review of the control and utili-
zation of plant equipment and facilities owned by the
National Aeronautics and Space Administration
(NASA) and used by a NASA contractor, revealed a
need for (1) revisions in computing rent for use of
the facilities in commercial work, (2) adjustments in
arriving at value bases for rentals, and (3) improve-
ments in accounting for and in the use of Government-
owned plant equipment.

Use of an incorrect method in computing rent for
use of Government-owned facilities for commaercial
work resulted in an understatement of rentai payments
of about $34,000 over a 4Y4-year period. In addition,
the base upon which the rental was determined was
understated by an undeterminable amount because no
consideration was given to transportation, installa-
tion, rehabilitation, improvement costs for equipment,
and the cest of land used by the contractor.

In accounting for Government-owned plant equip-
ment, the contractor was not maintaining the appro-
priate records to either record and/or identify the
location of equipment amounting to about $478,000.
Further, GAO’s review showed that apparent unneeded
equipment - was not being identified to determine
whether it should be retained or disposed of.

NASA took steps to strengthen contractor control
over Government-owned plant equipment but more
work was needed with respect to other matters revealed
in the GAO review. (Réport to the Administrator,
NASA, B-158390, July 31, 1970)

204. Improved Accounting Control Over Equip-
ment.—The Kennedy Space:Center of the National
Acronautics and Space Administration (NASA) did
not cstablish accountability for equipment costing over
$320 ‘million until as long as 4 years after it was re-
ceived. This delay in recording equipment in its finan-

“cial and detailed. property records was generally due
“to the absence of imi_l cost data nceded to record the
items wheén they were received by Kennedy.
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In some cases receiving reports needed to establish
accounting control were not furnished to the account-
ing department. In other cases transfer documents
were not furnished to Kennedy by the Manned Space-
cralt Center or Marshall Space Flight Center when
cquipment was shipped to Kennedy. This was because
these centers, like Kennedy, had not complied with
NASA requirements for establishing conurol over prop-
erty. GAO's review showed also that physical inven-
tories were not being taken as frequently as required
by NASA instructions.

GAO suggested that:

All receipts and transfers of equipment be han-
dled through a central receiving and shipping
department.

Documents acknowledging receipt of equipment
contain all the information necessary for identifica-
tion and valuation purposes.

All documentation on equipment transactions be
processed through the accounting and property
management offices.

Physical inventories be taken or supervised by
someonc other than the custodian of the equipment
being counted.

Physical inventories be taken by counting all
equipment in a given area rather than by using
listings of equipment.

Complete physical inventories of all equipment
in the custody of NASA be taken at least once every
3 years.

Survey reports for missing or damaged equipment
be promptly prepared and processed.

A task force be established to review equipment
accountability at the Marshall Space Flight Center
and the Manned Spacecraft Center and to report
the extent of the deficiencies, their basic causes, and
the corrective action needed.

The NASA-wide requirements for taking physical
inventories be revised to include s};eciﬁc guidelines
on the means, methods, and personnel to be used.

NASA took corrective action in response to all of
GAO's suggestions except for two pertaining to phys-



ical inventories. GAQ believed that further action was
necessary to improve physical inventory procedures.
{Report to the Congress, B-169638, Aug. 11, 1970)

205. Accuracy of Inventory Records.-——Following
a GAO report on inventory controls in the Depart-
ment of Delense issued to the Congress in 1967, the
Department prescribed new procedures to improve the
accuracy of recorded inventories. GAQO reviewed the
Army inventory procedures in the continental United
States and in Europe to determine the effectiveness
of the new procedures.

Although the Army was attempting to schedule and
take physical inventories on a regular basis and its
depots appeared to be doing a good job, significant
improvement in the accuracy of inventory records had
not been achieved. The Army's inventories of about
$3 billion in the continental United States required
adjustments amounting to $830 million in 1969 to
reflect quantities based on physical counts—downward
adjustments of $439 million for inventory that did
not exist and upward adjustments of $391 million
for inventory the Army did not know it had. The
$830 million represented an adjustment ratio of 27.7
percent as compared with the ratio of 23.5 percent
GAO had found in 1966. The Army's inventories of
about $1.1 billion in Europe required even greater ad-
justments in 1969: downward adjustments of $648
million and upward adjustments of $768 million for
a total of $1.4 billion. These adjustments exceeded
the average inventory value by about $300 million.

Accuracy of records was not improved because the
Army had underestimated the magnitude of the task.
The manpower and automatic data processing equip-
ment - provided for the task were inadequate and not
cflectively applied.

GAO made a series of reconunendations designed
to strengthen procedures and improve accuracy of the
Army's inventory records. The Army generally agreed
with. GAO’s findings and conclusions and initiated
action on each of the recommendations. The Army’s
actions, if effectively implemented and pursued on a
continuing basis, should bring about substantial im-
provemient in accuracy of the inventory records. (Re-
port to the Congress, B-146828, Feb, 26, 1971)

206. Projections of Future Requirements for

- Major ltems of Military Equipment.—The Army re-
lies on two cd_lllpll_re_rizcd management information

sy:;teins‘ for information as to (1) its major equipment
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needs for aireraft, combat vehicles, tactical and sup-
port vehicles, communications and clectronic equip-
ment, missiles, and weapons and (2} equipiment of
these types already on hand. GAO tested the aceuracy
of these two systems since information derived from
them must be dependable for the Army 1o make accu-
rate and timely decisions for budget preparation and
procurement reguests.

GAOQ found significant weaknesses in both informa-
tion systems. As a result of inadequate data, the validity
of fiscal year 1970 budget and procurement actions
was highly questionable. Unless there is significant im-
provement, equipment imbalanees may affect seriously
the Army’s ability to perform its mission effectively.

Inaccuracy in data on eguipment needs resulted
from lack of adequate controls to insure that all per-
tinent data were considered. For example:

Some valid equipment requirements for entire
Army units were excluded from the system’s
computations.

Requirements were included for units that did not
need the equipment,

Requirements were included for units scheduled
for deactivation.

Some requirements were corsidered more than
once.

Some activities were not revising their equipment
requirements to reflect current needs.

Changes to requirements took an inordinate length
of time to process for approval through the various
Army commands.

Inaccuracy in data on equipment on hand resulted
from weaknesses in reporting. For example:

Army units did not report accurately the equip-
ment in their possession.

Quantities of equipment were “lost” in the Avmy
system and not reported at all.

Acceptable substitute equipment was not reported
as available assets.

At one depot GAO found that 100 cargo trucks,
valued at $1.5 million, had been in storage for almost
a year but had not been included in the Army’s com-
putations of available equipment. Because of question-
able validity of the data, some inventory managers
refused to use the data on equipment on hand as
derived from the information system. Instead, the in-
ventory managers used data, also of questionable valid-
ity, that they developed through estimates or persenal
knowledge.
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GAQO recommended that the Anny:

Establish a procedure to insure that all appro-
priate data are considered in determining equipment
needs.

See that processing of changes to equipment au-
thorizations is accelerated.

Require internal auditors to validate equipment
requirements periodically and to review the ac-
curacy of units’ reports of equipment on hand.

Continue with the plan to revise the asset infor-
mation system through the reporting of major items
of equipment by serial numbers.

Direct that procedures be vevised so that all major
equipment on hand will be included in asset reports.

The Army concurred in the recommendations and
stated that it had taken, and would continue to take,
corrective action against the problems cited in GAO's
report. GAQ believes that the Army’s actions—com-
pleted, begun, or planned—should. bring improve-
ments. (Report to the Congress, B-163074, June 8,
1971)

207. Low-Cost, Low-Usage ltems in Supply Sys-
tems.—In a report issued to the Congress in October
1967, GAO pointed out that substantial savings could
be achieved by eliminating some 1.2 million low-cost,
low-usagee items from the Department of Defense
(DOD) supply system. The Department agreed and
cited a program undertaken for that purpose.

GAQ’s followup to evaluate the effectiveness of the
program showed that there were still as many as
900,000 low-cost items in the supply system that were
seldom, if (i\;t:r, needed. It has been estimated that the
annual carrying cost of inventories is from 20 to 25
percent of the value of the inventories.

G;\O_prcposcd that DOD improve its program for
climination of items from the supply system by insuring
that:

Stock retention policics of inventory management

organizations do not restrict the systematic identi-

- fication and climipation of low-cost inactive items.

Inactive ‘:tem_s'. are prompily eliminated unless

there arc’ valid futurc' needs that cannot be met

‘q_'eédiiy and ¢conomically by purchase or fabrication

of stocks as' h_e(edéd.

~ Provision is made for periodic iduntification and

- elimination of low-cost, slow-moving items that can

- ~be o'l_ata'_in'ed. readily ‘and economically by purchasc
655'f abrication as needed. '
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All inventory management organizations give the
program a high priority.

The Acting Assistant Secretary of Defense (Instal-
lations and Logistics) agreed, in general, with the find-
ings and proposals, He reported a number of correc-
tive actions, taken or planned, which GAO believes
will eliminate unneeded stocks in the supply system if
carried out effectively. (Report to the Congress, -
133118, Mar, 31, 1971}

208. Duplicate Stocks.—The Marine Corps man-
aged and stored large numbers of items that either had
been designated for management under a single man-
ager within the Department of Defense or were man-
aged and stored for all Government users by the Gen-
eral Services Administration, In a report issued to the
Congress in November 1970, GAO pointed out that
this resulted in a sizeable duplicate investment in in-
ventories and in substantial additional costs in supply
management. As of June 30, 1969, the Marine Corps
Supply Activity had 265,000 items valued at %280.5
million on hand and on order. About 183,000 items
(70 percent) valued at $148 million were also man-
aged by the Defense Supply Agency, the Army Tank-
Automotive Command, or the General Services
Administration.

Although the Marine Corps and the Department of
Defense had been aware of this duplication for several
years, the Marine Corps had resisted eflorts to require
it to relinquish its management and stockage of the
duplicated items.

GAO proposed that the Secretary of Defense cither:

Require the Marine Corps to reduce existing du-
plicated stocks and to direct using activities to
requisition directly from the designated managers or

Direct the Defense Supply Agency and the Marine
Corps to develop a plan which would retain the du-
plicated stocks at Marine Corps depots but under the
management of the Defense Supply Agency.

The Assistant Seeretary of Defense (Installations
and Logistics), although agreeing with the intent of
the first alternative, said that neither of the proposals
would be immediately implemented. He did not com-
ment on the second alternative but stated that a ma-
teriel management system would be developed for
the Marine Corps to support deployable forces effec-
tively and economically, GAO believes that the pro-
posed action is not responsive to the problem and that
prompt and aggressive action is necessary. (Report to
the Congress, B-146828, Nov. 10, 1970)



209. Laboratory Equipment.—As a result of
GAO’s carlier findings and subsequent hearings before
the House Committee on Government Operations, the
committee made certain recommendations in Octo-
her 1967 to the Department of Defense and the Gen-
eral Services Administration designed to improve man-
agement of laboratory equipment. GAO made a review
in the Department of Defense (DOD) to determine
how effectively the committee’s recommendations had
been carried out.

Although DOD had taken certain actions on the
recommendations, some of the weaknesses in manage-
ment- continued to prevail. At the six laboratories
included in GAQ's review, there was no formal, sys-
tematic procedure requiring top management to walk
through the laboratory and identify unnceded or
little-used equipment. (GAQ’s partial walk-throughs
with ageney representatives turned up excess equip-
ment with an acquisition cost of about $1.7 million.)
Four of the six laboratories had equipment pools but
they were not operated efficiently; one had no equip-
ment pool; and one had an inventory listing of equip-
ment which it contended-—and GAO disagreed—
served the same purpose as an equipment pool. (A
major benefit of equipment pools is the climination of
duplicate purchases.) Elapsed-time meters—useful in
obtaining usage data for calibration scheduling and
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for identifving little-used equipment —were not beirg
used in four of the six laboratories.
GAQ recommended that DOD:

Require laboratory management to conduct sy.-
tematic, documented walk-throughs to identify un-
needed and little-used  equipment and  make it
available for redistribution or declaration as excess.

Require the use of equipment pools.

Provide guidance on the use of clapsed-time
meters for equipment management purposes.

GAO recommended also that the military audit agen-
cies include verification of these procedures in their
scheduled reviews.

DOD was in general agreement with the recom-
mendations and outlined the actions being taken 1w
implement them. ( Report to the Congress, B-160140.
Nov. 24, 1970}

Construction, Maintenance, Repair,
and Overhaul

210. Maintenance and Repair of Office Ma-
chines.—GAQ's 1eview of 13 Veterans Administra-
tion (VA) stations showed that, where office machines
were serviced under annual maintenance contracts,
station officials had not studied cost and use factors to
determine alternative service methods which could
have been used. GAQ estimated that savings of
about $38,000 could have been realized if machines
at these statiops had been serviced on a per-call
basis. GAO also estimated that, if the same con-
ditions existed at VA's other ficld stations, savings
of as much as $400,000 annually could be realized
through greater use of the per-call service method.

GAO recommended that the Adminstrator of Vet-
crans Affairs (1) establish procedures requiring field
stations to determine the most economical maintenance
and repair service method for office machines, (2)
require that field stations document reasons for using
more costly maintenance and repair service, and (3)
establish appropriate followup procedures to insure
that field stations comply with requirements.

VA agreed with GAO's recommendations and took
steps to implement them,

Because of potential Government-wide significance,
GAO suggested that the General Services Adminis-
tration (GSA) reemphasize to Federal agencies the
importance of reviewing their methods for obtaining
maintenance and repair services to ascertain whether
the most economical method was being used.
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GAQ also recommended that GSA closely monitor
Federal agencies” compliance with the pertinent GSA
palicies: GAQ suugested that GSA consider requiring
the agencies (o report periodically the number of oflice
machines and the percentage serviced under annual
maintenance contracts and per-call arangements.

GSA brought this matter to the attention of all Fed-
eral agencies and established procedures to notify in-

divichial agencies where additional economies in servic-
ing office machines could be realized. (Peport to the
Congress, B-160419, Oct. 5, 1970)

211, Maintenance of Mail-Handling Equip-
ment.—The Post Office Department could reduce its
mainterance costs on its bulk belt and tray transport
systems, without adversely affecting the operation of
the equipment, by reducing the frequency of certain
routine preventive maintenance and by reducing the
time prescribed by the Department for performing
SlI[‘h l“:l.i ntenance.

GAQ's review showed that, generally, there was no
more repair and breakdown of the systems at post of-
fices that did little or no routine preventive mainte-
nance than at post offices that performed such main-
tenance in complying with established requirements.
GAQ estimated that, if the maintenance were per-
formed at reduced levels, the annual cost of preventive
maintenance at the five post offices included in GA()Y's
review would be about $318,000 less.

GAO recommended that the Department (1)
evaluate its routing preventive maintenance require-
ments for the bulk belt and tray transport systems and
other mechanized mail-handling equipment to elimi-
nate unnecessary maintenance routines and reduce time
allowances for performing maintenance work and (2)
establish procedures requiring periodic evaluations of
maintenance routines.

The Postaiaster Gereral concurred with GAO's rec-
onsmersdations and <rancd that a comprehensive review

“of the Department’s maintenance manageraent system
‘would be made, (Report to the Congress, B-114874,
Dee: 31, 1970) '

212. Repair/Replacement  Policies for Mail-
Handling Equipment.—Excessive repair costs may
have been incurred on certain portable conveyors be-
cause the Post Office Department did not have specific
guidelines for use in determining when equipment
should' be replaced -instead of repaired. The lack of
such™guidelines resulted in - the conveyors being re-

“paired rather than replaced. GAO cited instances

where the cumulative repair costs, within a 1-year
perind, had exceeded both the original acquisition
cost and the latest replacement cost for the conveyors,
The Departnent’s repair;/ replacement policies did not
requite consideration of cumulative repair costs in
making repair/replacement decisions and the mainte-
nance management reporting system did not provide
for reporting such costs to postal management.

GAO recommended that the Department (1) pro-
vide post offices with more specific repair/replacement
guidelines, ine’. ding the requirement that the cumula-
tive, as well as the one-time, repair and maintenance
cost be considered in making repair/replacement de-
cisions and (2 establish procedures that specify when
repair costs should be reported to appropriate officials
so that they can take action to replace equipment be-
fore excessive repair costs are incurred.

The Postinaster General advised GAO that the De-
partment concurred with GAO’s first recommendation
and would modify its instructions to post offices ac-
cordingly. He stated, however, that the Department
already had specific procedures for reporting excessive
repair costs but that the need for closely adhering to
these procedures would be reemphasized. (Report to
the Postmaster General, B-114874, Dec. 3, 1970)

213, Maintenance of Helicopters.—Because of
large quantities of helicopters, engines, and compo-

nents awaiting repair at the Army Aeronautical Depot
Maintenance Center, and the unusual military need
for the equipment, GAO reviewed the Army’s heli-
copter maintenance program.

The backlog of equipment awaiting repair had in-
creased substantially during the 18-month period
preceding January 31, 1970, because of increased mili-
tary operations and insufficient use of maintenance
capabilities. At that date 200 helicopters valued at
about $63 million and large quantities of engines and
components with an original cost of about $88 million
were awaiting repair and overhaul. At the same time,
the Army had on order or was planning to buy about
1,700 helicopters and large quantitics of engines and
components.

In a report issued to the Congress in December 1970,
GAOQO concluded that the Army could attain the same
or increased availability of helicopters at less zost by
expanding its maintenance program and reducing or
stretching out its procurement program. The Army
had sufficient physical plant and equipment available
to expand its maintenance program. Additional fund-
ing was needed, however, for personnel costs involved



in es-t'!b'lish.ing a second work shift and, il necessary,
a third shift.
rAO pr opmcd lhat the ;\1my

_ R{-dplnmsn its maintenance program to take full
adv: antage of both in-house and contractor mainte-
nance L&.]Jﬂl)ll]tl(‘b to reduce the l)acklo‘gs of aircraft,
engines, and components awaiting overhaul.

“Review the supply status of aircraft, engines, and
major comporients to reevaluate both the need for
those on order and their delivery schedules.

lht;_- Army agrec‘;l with these recommendations and
stated that overhaul programs had been or would be
increased, and that procurement reguirements for some
of the new items had been reduced. Subsequently the
Army’ reduced its planned prdc"uremt-r\t of helicopter
engines and components by about $113 million. (Re-
1)01t to the (,:Ol’lgl‘e%, B- 146888 Dec. 7, 1970)

214 Maintenance of Commercial Vehicles
Overseas.—In August 1970 GAO issued a report to
the Congless on a review of the Department of Defense
management of wmmu(lal vehicle maintenance in
Europe

The costs to the Army and the Air Force of main-
taining their commercial vehicles in Europe during the
fiscal year 1969 were about $7 million, or $2.8 million
: _]11ghc1 than planned. Factors contributing to higher
costﬁ mdudcd frequent and large volumes of repetitive
repairs, excessive preventive maintenance and inspec-
: tions, and ‘excessive time spent on repairs and inspec-
© tions. N{:iihﬁﬁ the Army nor the Air Force was using
established is‘tand"ni:is.' for direct and indirect labor to
measure e{hucm,y and i)lO(luCthlt} of the maintenance
operations.

As of _]anu’uy 1, 1969, about 23 percent of the com-
mercial vehicles of the Army qualified for replacement.

Replacements were not available, however, and the

Army 'ﬂl'in‘O\éed ‘about $234,000 for expenditure on

repairs to vehicles wlm h were considered to be uneco- -

llUlIll{.dt to repair.
“The Army stocked a large inventory of vehicle repair

parts at Frankfurt, Germany, in addition to stocking
2 simihf parts; at'Six maintenance centers and at 48 motor.
'..pnols. m-(,cm;an) The Frankfurt inventory was un-

nactssw_dud s olrnnnahon would save about $475,-
000 annually-- punc:p'\lly in salanm

e bmgle purchasing: office. for commercial vehicle
par ts, s ving both the Army and the Air Foree, would

-h'wv ]J('Gl) fezmbl{: :md (ou!d haye resulted in reduc-
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tion of administrative costs and in larger discovnts for
quantity purchases.

GAQ suggested that:

The Secretary of Defense reemphasize to the
Army and the Air Force the need to use and enforce
labor standards to measure and improve efficiency
and productivity of the maintenance operations.

The Army in Europe report to higher headquar-
ters the uneconomical effect of the lack of new
replacement vehicles and the repair of old vehicles
beyond economical repair, and that the reports be
used by the Secretary of Defense as the basis for
requests for additional funds for replacement.

The Army consider eliminating the Frankfurt
automotive parts center and having the six equip-
mient support centers order directly [rom the manu-
facturers’ distributors.

The Army and the Air Force consider establishing
a single purchasing office for automotive parts to
serve both services.

The Department of Defense cited the actions taken
or planned with respect to these suggestions. One of the
actions taken—elimination of the inventory at Frank-
furt—resulted in annual savings of about $175,000,
(Report to the Congress, B-133244, Aug. 11, 1970)

215. Rebuilding of Tires.—In a report issued to
the Congress in January 1971, GAO estimated that
about $1 million could have been saved in Europe
during fiscal year 1969 if the motor vehicle tire-rebuild-

‘ing programs of the Army and Air Force had been

more cffective. Significant quantities of used tires that

Examples of !:res uﬂ"limfd from dtsfwml' att:m!w: for::
rebuilding.
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Examples of tives found in disposal activities.

could: have been rebuilt were sold to scrap dealers
at nominal prices. Neither the Army nor the Air Force
-'had surveillance systems to monitor the programs.

GAO suggested to the Secretary of Defense that the

p:oglmm could be nnplo\'cd by:

lnspemon of -tires on vehicles during vchicle
mamtcn.ln( to insure removal at the ILqulred time
[(n rebuilding.

Inspectton, pr:rmd!cally- of condemned tires in

_disposal yards to insure that tires which can be re-

_b’t:xilt'z'nid' used ar@ not scrapped.

.['n_it_ia:t_io.h of operational standards and a report-
ing s}',rs:;cn_l that would measure the performance of
the .ti_i"_{é-_i'é'builc_iin_g. program at each basc.

The D,c'[:)za',rtnmn_.t- of Defense concurred and stated
‘that a program similar to one instituted for aircraft
tires would be initiated. (Report to the Congress, B—
159200, Jan 8,1971)

216 Spectrometrlc Oil Analysns in Maintenance
Of Engmes.m-‘;pocttometl1(' oil’ analyms is a technique
lur moa%urmg worn metal particles in oil taken from
‘ engine- lubumtmq _systems. The measurement gives
an indication of {hL ear sustained. by engine parts

and pm\'ldc‘; a means of tdcntlfqu parts needing

_ repalr of replacement and predicting failures of parts.

~In a report issued 10 the Longle&‘; in October 1970,
'GAO presented. its imdmg‘. that, despite a triservice
ﬁglccmt‘nt Loy mbuw (‘ouuhnatlon of the program
within' the Departinent of Deéfense (DOD), the mili-
' _t‘_u}_d(;_pm.'t._nwnts.__ B
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Were operating analysis laboratories independ-
ently of each other.

Differed in their criteria for the fmqucm,y of
analysis, o

Planned separate acquisition of 357 additional
analysis laboratories, at an estimated cost of $7.1
million, which would have increased the DOD in-
ventory to 428 such laboratories.

At GAO’s suggestion the Secretary of Defense had

“an ad hoc group study the program and, as a result

of the study, a new program (Equipment Oil Analysis
Program) was established under the direction of the
Navy. The new program provides for only 110 labora-

“tories. On the basis of cost projections by DOD, GAO

estimated that savings of $5.3 million will result
through reduced procurement of equipment and an-
nual savings of $18.1 million through reduced operat-
ing costs. (Report to the Congress, B-162313, Oct. 27,
1970) -

Utilization and Disposal of Property

217. Avoiding Accumulation of Excess Spare
Paits.—During 1967 the Federal Aviation Adminis-
tration (FAA), Department of Transportation, de-
clared spare parts which had cost about $9 million
as excess, in order to reduce quantities on hand at the
Aeronautical Center Supply Depot (Center), Okla-
homa City, Okla., to newly established 5-year stockage
limits. The parts had been purchased for use in main-
taining FAA's network of air traffic control and air
navigational aid [acilities. The disposal was prompted,
in part, by a 1966 presidential memorandum directing
that inventories be reviewed and that excess guantities
be disposed of. GAO made a review o evaluate the
bases for a disposal program of such magnitude and to
ascertain whether, following the disposals, FAA found
it necessary to procure a mgnlﬁ(anl (;uauhl; of any 9{_
the previously disposed of items.

GAO concluded that FAA needed to improve the
Center’s procedures for determining whether items in
the spare-parts inventory should be
declared excess, Under the inventory management
system, estimated future needs for spave parts were
based solely on quantities issued during the preceding
12 months and the current month without also con-
sidéring data on the types and number of facilities in
operation for which particular parts were needed and
on the expected remaining useful lives of such facilities,

retained or

GAO found that new requirements -arose during



the 23 wonths following fiscal year 1967 for significant
qusntities of spare parts identical to those which had
been declared excess during April, May, and June 1967
when parts which cost about

B omillion were de-
clared excess. Tt was estimated that the newly acquired
parts would cost about $473.900,

GAQO vecommended that FAA assemmble and orea-
nize into appropriate form infonmaton pertaining 0
{1y the types and numbers of facilities inuse, (2: the
particular spare parts needed to maintain each type
of facility, and (37 the expected useful life of the
facilities.

GAO also recommended that FAN (1
prevedures designed 1o insure that such information
is appropriately used in inventory management deci-
sions and (27 in the interiny, deckire spare parts excess
only aft
solete or unfit for use or that continued retention

establish

it has been determined that they we ob-

would hecome economically impracticable.

The Department acknowledeed that FAA's inven-
tory management-procedures could be improved. (Re-
port to the Congress, B-16H97(1), July 22, 1970}

218. Use and Redistribution of Fxcess Materiel
in the Pacific Area.— o obtain maximum use of the
materiel in the Pacific area the Department of Defense
vstablished a special program, conducted by the Paciic
Cominand - Utilization . and  Redistribution  Agency.
Okinawa, to promote redistribution of excess materiel
within and among the military services in the Pacific
arca, GAQ reviewed the program to evaluate its ade-
quacy and effectiveriess.,

During fscal year 1969, excess materiel costing $603
million was veported and about $23 million worth
of these excesses was redistributed. GAO found that
more excess. materiel could have been redistributed
had there been greater participation in the program.
Air Foree contractors and some military activities had
not reported their excesses to the Agency nor had they
used the Agency as apossible source of supply for their
requirements. Since the Government received only
about $0.075 on each $1 worth of materiel sold as
surplus, greater effort should have been made to use
excess items rather than to sell them as surplus.

The Agency served merely as an information center.
'The management responsibility was fragmented and
no one organization had an overview of the entire
progrant.. Also, the military services did not have clear
criteria for dcﬁning' excess materiel, and some of the
materiel reported. as -excess was not actually excess

1482608 0710
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and could not be delivered when redistribution was
reguested.

GAO made a muniber of sueeestons to the Secretary
of Defense to improve the effectivieness of the Pacific
Command Utilization and Redistribution Ageney and
to clatlv and improve criteria for idenuflving excess
materiel. The Department of Defense stated that the
Army had been directed to improve the elfectiveness
of the operations. Report ta the Congress, B-16%127,
Ang. 11070

219. Use and Redistribution of Excess Materiel
in Europe. -To obtain masimum use of the materiel
in the Luropears theater, the Deparument of Defense
eatablished i specal proesam, conducted by the Mate-

vich Asser Redistribution: Genter. Earape, 1o promote

redistribution ol escess materiel among the military
services an Lurope, GAQ resiewed the program 1o
evaduate 0 adequacy amd etfecuveness.

Vram i eption of the provran i july 1967 through
Olctober 19605, about S99 anlbon woril o excess
piaterich wits ceported o the Center and about $20
nitlien worth was redistribued. However, not all of
the Navy oteanzations and none of the Air Foree
comtractors in Burope had reported thew excesses to
the Center o haed wsed the Center as a possible souree
af supply for their requirements, GAQ estimated that
full participanon by Navy organizations and Air Foree

ctors in Europe could have resulted in additional
ion of $684L.000 worth of excess materiel in
the 12-month periad ended December 1, 1969, and
comparable amounts in subsequent vears.

GACY Tound also that:

vOnir

redistrib

Exvesses were veleased by the Center for disposal
after the period of sereening against requirements—
wenerally 90 days from the time the exeesses were
first reported—even though some of the items had
a potential for redistribution and were in fact needed
shortly alter they were

released for disposal.
Substitute and interchangeable excesses were not
considered for redistribution even though computer
equipment capacity had been provided to include
information on such items and an audit in 1968
by the Office of the Secretary of Defense indicated
that use of substitute and interchangeable excesses
would have increased redistribution by about $1.5
million in the 15-menth period covered in the audit.
Excesses redistributed to Armmy requisitioners to
meet permissive overstockage may have deprived
organizations with a more urgent nced and resulted,
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in some instances, in the subsequent reporting of
the same stocks as excess.

GAQ recomimended that the Seeretary of Defense:

Require full participation in this program by the
military services and contractors.

Reevaluate the screening cycle to prevent pre-
mature disposal of needed items.

Require the resolicitation of organizations, whose
excesses were recently released and are subsequently
needed, to determine whether the excesses are still
available for redistribution.

Insure that the program for considering substi-
tute and interchangeable items is carried out as
previously recommended by the Department of De-
fense audir.

Establish procedures to hold requisitions for per-
missive overstockage in abeyance so that if requisi-
tions for current operating stockage are received
during the screening period, they can be filled first.

The Departinent of Defense concurred in geaeral
with GAQ's conclusions and recomiendations. (Re-
port to-the Congréss, B-140389, Feb. 3, 1971)

220. Reclamation of Usable Paris From Excess
Aircraft.-—Excess. aircraflt not needed by the military
services are mothballed at the Military Aircraft Stor-
age and Disposition Center in Arvizona, When there is
no. longer any foresecable need for them, they are
scrapped. Since many of the components and parts
of these aircraft can be used in repairing operational
aircraft, they are reclaimed before the aircralt are
During fiscal year 1969 the Center re-
claimed, from aircraft which were to be serapped,
items which had originally cost about $83.5 million.
GAO made a review of the reclamation program to
test. the effectiveness with which the military services
were recovering needed components and parts and

scrapped.

were reducing their purchases accordingly.

GAOQ's review of two reclamation projects of the
Navy, in-which items costing $3.1 million were to be
reclaimed from 144 :ﬁrcmft scheduled to be scrapped,
showed that additional items, costing $410,000, were
needed and should have been included in the reclama-
tion pmjei;ts. The Navy purchased $252,100 worth
of new parts to cover its.need for the parts that should
have been included in the feclamation projects. The
Navy criteria cxcluded the following categories of
nems from consideration for reclamation even though
: (1) those
v fnr ma.mlcnaucv dunanch rdatcd to.models of aircraft

'nt'nis for l|1cm may have existed::
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(2} slow-moving,
low-demand consumable items, {37 consumable items
with a unit price under $10, and (4) consumable
items designated as having a shelf life.

GAO's review ol another aireralt disposal program
of the Navy showed that the aircraft had been serapped

other than the ones being scrapped,

without a reclamation project having been established
These aireralt contained items cost-
ing about $507,000 which the Navy needed. Had
the Navy reclaimed the items, it would have avoided
purchasing $120,800 worth of new items.

The reclamation eriteria and procedures of the Air
Force and the Armny were generally effective in iden-

for the disposal.

tifving needed itens to be reclaimed. Minor arcas in
which improvements could be made were brought to
the attention of local officials.

GAQ found also that the controls of the three services
did not insure that items to be ebtained {rom reclama-
tion were considered in making decisions to procure
needed stock. As a result, new items were procured
unnecessarily.

GAO proposed that the Secretary of Defense require
the Navy to consider the following criteria for reclama-
tion of parts [rom excess aireralt:

Needed items, regardless of whether there is a
maintenance demand recorded for the particular
model of aircraft being disposed ol

Needed slow-moving, low-demand items.

Needed low-unit-price items where (1) total
quantities available or needed are great enough to
warrant the effort of reclamartion or (2) unit prices
have changed considerably.

Needed, although unserviceable, shelf-life items
that can be economically restored to serviceable
condition.

GAQ also proposed that the Secretary of Defense re-
quire that (1) all excess aircraft being disposed of be
screened for tetal reclamation requirements and (2)
the military services establish appropriate procedures
to insure consideration of the items to be obtained
from reclamation before purchases are made.

The Department agreed with these proposals and
cited the actions taken to implement them. (Report
to the Congress, B-137373, Aug. 6, 1970)

221. Excess Inventories of Industrial Mate-
rials.—GAO’s review at four of the 10 naval ship-
yards showed that about 30 percent of the inventories

<. industrial aterials at the four yards were excess
to their needs. The excess material—valued at over $17



million—had not been reported to the naval supply
system for redistribution or for disposal, and the yards
did not have an adequate programn for identifying ex-
cess material. GAO estimated that disposal of the ex-
cesses- at the four yards would eliminate holding costs
of about $3.4 million annually.

Mu_r_h of the accwmulation of the excess material
resulted from- the ordering of material far in advance
of actual need and from the establishment of stock
levels on the basis of inaccurate demand and use data.

GAQ noted also that the yards- were not making
maximum use of Navy procedures to reduce the cost
of requisitioning high-use, low-value items. These pro-
cedures provide for requisitioning of such items in

bulk; and placing them in bins in the work areas,
rather than re uisitioning them in small quantitics
as needed. Elimination of unnecessary requisitioning at
the four yards could reduce costs by about $1.3 million
annually.

Internal audits and studies at shipyards had iden-
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tified similar conditions but the recommended corree-
tive measures had not been fuily inplemented.

In response 1o GAQ's suggestions for improvement,
the Navy stated that inventories at the 10 naval ship-
vards had been reduced by about $28 million in the
period January through September 1970—and the
trend was continuing—and cited a number of related
actions taken or planned to:

Improve requisitioning of matevial.

Develop revised stocking criteria.

Establish guidelines for placing material in imven-
tory,

Dispose of excess material and set up annual in-
ventory and reporting requirements.

Increase to $10 the unit value ol material which
may be bulk issued.

The Navy stated also that the Inspector General would
provide surveillance of the implementation of audit
report recommendations. {Report to the Congress,
B-125057, May 28, 1971)
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OTHER GOVERNMENT ACTIVITIES

Transportation

222. Centralized Control of Overseas Air Pas-
senger Transportation.—In a report to the Congress,
GAO cited the need for centralized control over pro-
curement of overseas air passenger transportation to
eliminate unnecessary purchase by the Departiment
of Defense (DOD) of seats on commercial flights.
GAO had proposed in three previous reports to the
Congress that the Secretary of Delense designate a
single authority to exercise such control.

GAO found, however, that effective centralized con-
trol had not yet been established and that cowm  sial
transportation had been used by DOD personnes  the
same time that space was available on airera! con-
trolled hy the Military Airlift Command (Mantl).
GAO estimated that savings of $4 million in DOD’s
cost of commercial air transportation could have been
realized during fiscal year 1968 if the passenger capa-
bility of MAC had been used more effectively.

DOD agreed that centralized control of overseas
air passenger transportation had not been established
at the time of GAQ's review, but reported that a joint
regulation had been issued establishing such control
for air travel after January 1, 1970. The amount of
savings that ix'i_}l be realized in future years could not
be determined by GAO [rom available data. (Report
to the Congress, B=133371, July-21, 1970)

223. Reduced Paperwork in Procuring Bus
Transportation.—In July 1970, GAO reported to the
Congress that the number of Government transporta-
tion requests (TR’s) issued by the Department of De-
fense (DOD) to procure bus transportation and the
related paperwork could be reduced significantly
.thmug_h greater use of the bulk purchase program.

_Under this program, DOD is authorized to use a single
TR to procure quantities of bus tickets.

DOD has agreed with GAO's findings and is taking
corré_l:ti\_'e action.

GAO did not attempt to measure the savings in
paperwork in terms of dollars because the cost of is-
suing and 1)1m‘.cssing"_["-R’s differed significantly at
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various installations and military departments. Iow-
ever, the Joint Agency Transportation Study Group
in a recently released report conservatively estimated
that it cost about $2 to issue and process a TR. The
group qualified its estimate by saying that a number of
agencies believe the cost should be at least $5. On the
basis of these figures, annual savings between $300,000
and $800,000 will result from GAO’s effort. (Report
to the Congress, B-125283, July 27, 1970)

224. Unused Cargo Space on Aircraft Con-
trolled by the Military..—On several previous occa-
sions, GAO had reported to the Congress that the
cargo capacity of aircralt controlled by the Military
Airlift Command (MAC) had not been fully used
and GAO had made several recommendations designed
to improve aircraft utilization.

In August 1970, GAO again reported to the Con-
gress and stated that although use of the airlift capa-
bility had improved significantly since its carlier
reviews, optimum use of cargo and passenger flights
still had not been achieved, and available cargo capac-
ity in the belly compartments of aircraft had been left
largely unused. GAO estimated that the unused space
in the belly compartments of aircraft controlled by
MAC would have accommodated an additional 20
million pounds of cargo annually. The cost of procur-
ing an equivalent amount of cargo airlift would have
been about $11 million.

The Department of Defense (DOD?Y agreed with
GAQ's findings and stated that newly established ter-
minal handling procedures had already increased the
average belly compartment load. It also indicated that
previous restrictions on the use of unaccompanied
baggage as filler cargo had been removed. DOD offi-
cials said they will continue to review the program to
further improve the effectiveness of DOD's airlift
system.

Because of the sharp reduction in cargo shipments
to Southeast Asia and the related decrease in the numn-
ber of cargo flights, GAO was not able to estimate the
savings that will result. (Report to the Congress,
B-133025, Aug. 19, 1970)



225, Airlifting of WMilitary Service News-
papers.—About 15 tons of Pacific Stars and Stripes
and other service newspapers are airlifted daily from
a Govermment-owned printing plant in Japan to
Southeast Asia by a comuacrcial jet aircraft chartered
especially for that purpose. The cost of chartering the
aircraft is about $5 million annually.

In March 1971, GAO reported to the Congress that
the Department of Defense (DOD) could save about
$3.8 million annually by contracting with a comner-
cial firm to print the newspapers in Bangkok, Thailand.
Instead of airlifting about 15 tons of newspapers daily,
only the printing negatives (about 25 pounds) would
be shipped by air. Less costly surface transportation
would be used to move the common newsprint to the
printing facility which was nearer to the ultimate
readers. DOD. agreed that the commercial printing
concept was feasible and stated that negotiations were
planned to try the concept for the relatively few copies
distributed in Thailand. DOD added that the print-
ing of the Thailand copies would be a valuable trial
run and, if successful, could be extended to other areas
in Southeast Asia.

GAQO believed that more immediate action was
needed and recommended that DOD begin negoti-
ating with qualified firms in Sov‘' east Asia for the
required  printing service. GAO recommended also
that the printing be shifted as expeditiously as possible
where costs are favorable.

A task force established by DOD to study GAO'’s
recommendations reported that the commerical print-
ing firm GAO had identified as having the capability to
print the Stars and Stripes had subsequently merged
with another firm and no longer had the facilities to
uo the required printing. Officials of the new organiza-
tion indicated that in view of the continuing reduction
of U.S. forces in'Southeast Asia they would now re-
quire a 4-year contract before making any initial finan-
cial outlay for new equipment.

Primarily because of the 4-year requirement, the task
force recommended that the printing of the Stars and
Stripes not be shifted. But, it recognized the necessity
of reducing expenses being incurred-to airlift the news-
papers and it is currently studying less expensive means
of delivery. (Report to the Congress, B-165683,
Mar. 10, 1971)

~226. Chartering Practices of the Military Sea-
lift Command.—In January 1971, GAO reported to
the chairman of the House Committee on Merchant
Marine and Fisheries on the study it had made at his
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reqllest conct‘rning thf Colnp'd rati\.'(: economies of using
berth service (regular commercial service) and char-
terad vessels for the ocean movement of military cargo.
The study was directed primarily to determining
whether the Military Sealift Command was complying
with the provisions of the Wilson-Weeks Agreement in
its decisions to charter ships. The Wilson-Weeks Agree-
ment is an agreement between the Department of
Commerce and the Department of Defense (DOD)
which, among other things, provides priorities for the
use of commercial and Government-owned shipping
capabilities in the transportation of military cargo.

GAO informed the chairman that on the basis of its
analysis of the cargo carried on a limited number of
charter voyages, berth service would have been less
costly. But, GAO made it clear that its estimate of the
cost of berth service was based on the lowest berth 1ates
on file and that there was no guarantee that service
could be obtained for such rates. In fact, GAO found
that there was generally insufficient berth service avail-
able to meet the needs of the Military Sealift Command.

With respect to the Wilson-Weeks Agreement, GAO
found that the Military Sealift Command’s procedures
for procuring ocean transporiation provided reasonable
assurance that the terms of the agreement were com-
plied with. In essence, use of Government-owned ship-
ping capability had been limited to the extent possible
and the remainder of DOD’s shipping needs had been
satisfied through the use of the U.S. Merchant Marine.

In addition to the report furnished the chairman,
GAO prepared a statement on this same topic which
was delivered by the Assistant Comptroller General on
March 9, 1971, before the House Committee on
Merchant Marine and Fisheries. (Report to the
House Committee on Merchant Marine and Fisheries,
B-145455, Jan. 22, 1971)

227. Consolidation of Household Goods Activi-
ties in Hawaii.--In December 1967, GAO had rec-
ommended that the Commander in Chief, Pacific,
consider consolidating five separate military household
goods shipping offices on Okinawa into a single office,
and that he reevaluate an earlier study concerning
similar consolidations in Hawaii. GAQ believed the
consolidation would result in more economical use of
administrative personnel and in improved carrier
operations.

The plan for Hawaii was approved by the Depart-
ment of Defense (DOD) in May 1970 and the Joint
Office was activated on February 1, 1971. GAO’s sub-
sequent review showed that the consolidation was in-
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complete and the Joint Office was merely superimposed
on existing service offices. Rather than reducing costs,
the consolidation resulted in significantly higher costs
to accomplish the same functions.

In April 1971, GAO reported to the Secretary of
Defense and recommended that he reexamine the tasks
now being performed by the separate shipping offices in
Hawaii to determine if they could be performed more
economically and with greater efficiency by the Joint
Office. GAQ also recommended that the Secretary re-
cxamine the household goods activities on Okinawa to
determine if a joint office there would benefit the
Government,

In response, DOD stated that the GAO review had
been premature and that some of the problem areas had
been corrected subsequent to the issuance of the GAO
report, DOD indicated that the GAO report will assist
in the overall management of the personal property
movement program, (Report to the Secretary of De-
fense, B-172376, Apr. 26, 1971)

228. Air Parcel Post Shipments of Supplies.—
In'a report issued to the Congress in May 1971, GAO
stated that supply depots of the military services were
using air parcel post to a greater extent than necessary
because local controls had not been established, in all
cases, to insure selection of the most economical, yet
timely, methods of shipment. Use of alternative meth-
ods could save about §520,000 annually at three of the
seven installations included in GAO’s review. About
$450,0001s bcing saved annually at two other installa-
tions as a result of adoption of centrols GAO recom-
mended.

Alternatives to air parcel post include Navy and Air
Force contractor-operated, domestic cargo airlift svs-
tems; special types of lower-cost airlift postal services
to overseas areas; and surface transportation.

GAQ recommended that:

The Secretary of Defense see that procedures at
military supply installations are revised to insure
consideration _of all-acceptable means of delivery
and selection of the least costly means that will per-
mit delivery in the required time.

The Navy adopt a mail-monitoring program at
the Navy fleet post offices to seiect the least costly
‘means of sending official mail overseas.

- The Department of Defense issue policy guidance,
“similar to that of the Army, requiring all military
services .i'?lﬁd other: Government activities using the
military ‘postal ‘system to indicate delivery dates or
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similar information on supply parcels so as to facili-
tate the screening process at the postal gateways.

The Department of Defense agreed with the first
two recommendations and stated that the third recom-
mendation—the requirement that delivery dates be in-
dicated on supply parcels——would be considered in
connection with its special review of the military mail
concepts, operations, and procedures. (Report to the
Congress, B-157476, May 6, 1971)

229. Use of Air Taxi Service To Transport
Mail.-—GAQO’s review of the Post Office Department’s
mail transportation policies and practices for convert-
ing surface transportation modes to air transportation
modes, with emphasis on air taxi mail service, showed
that:

The Departiment exceeded its legal authority in
its use of “emergency”
for transport of mail.

During the early months of the air taxi mail service
program, which started in 1967, the Department
awarded a number of air taxi mail service contracts
without obtaining formal competitive bids and with-
out adequate assurance that bidders were qualified.

Questionable contract rate increases were granted
because the Department did not have adequate pro-
cedures f{or evaluating and processing air taxi oper-
ators’ requests for rate increases until almost 2%
years after the program started.

Transporting first-class mail by air taxis was more
costly than by scheduled commercial airlines or
available surface transportation. Also, discontinu-
ance of unneeded Sunday night air taxi mail service
would save at least $369,000 annually.

contracts for air taxi service

In response 0 GAO's recommendations, the Depart-
ment took action to reduce the number of emergency
contracts and agreed to furnish the Civil Aeronautics
Board (CAB) with copies of all future emergency con-
tracts, in recognition of CAB'’s responsibility for regu-
lating air transportation, and to state explicitly in each
such contract the details of the emergency which gave
rise to the contract, The Department also initiated ac-
tion to (1) eliminate unnceded Sunday night air taxi
mail service, (2} discontinue nonessential air taxi mail
routes, and ('i) restructure and consolidate other air
taxi routes, The Pestmaster General reported that, as of
June 30, 1970, these actions had reduced the annual
expenditure rate for the air taxi mail service program
by about $1,158,500 or 13 percent. {Report to Senator
Gordon Allott, B-166772, Oct. 22, 1970)



Government Claims

230. Progress and Problems in Implementing
the Federal Claims Collection Act of 1966.—The
Federal Claims Collection Act of 1966 became effective
on January 15, 1967, This was the first general statu-
tory authority to give Federal agencies broad adminis-
trative power to compromise and terminate collection
action on claims. To implement the act the Comptroller
General and the Attorney General of the United States
issued joint standards for the guidance of all Govern-
ment agencies and, under these standards, agencies
were required to (1) issue internal regulations, (2)
collect, compromise, or terminate collection action on
claims, and (3) report those claims which could not be
settled by the agency to the GAO for further collection
action.

The act was designed (o reduce the collection work-
load of the Department of Justice and to ease the
burden of the courts. Placing the responsibility of rou-
tine collection work at the administrative level was to
enable the U.S. attorneys to devote more time to litigate
those claims for which the prospects of collection were
such as to justify the increased costs and efforts of
court action.

Prior to enactment of the act, most agencies had no
authority to compromise or terminate collection action
on claims but were required to refer all administra-
tively uncollectible claims to GAO for [urther action.
Similarly, GAO had no compromise authority and
settlements could not be negotiated until the claims
were finally sent to the Department of Justice.

In its report to the Congress, GAQ pointed out that
many agencies did not issue internal regulations
promptly. Several agencies had not issued their regula-
tions more than a year after the effective date of the
act, even though they were allowed a period of 6
months alter its passage to do so.

Agency regulations which were issued often did not
provide for the colleetion procedures required by the
act and the standards. They did not prescribe the inter-
vals between demands, conditions under which and
the times at which a compromise should be solicited,

“and conditions under which collection action should
be suspended or terminated.

Due to a Jack of implementing agency instructions
or regulations and uncertainty regarding the proper
procedures to be followed, GAO found that backlogs
of claims developed in many departments and agencies.
In attempting to disposc of these backlogs, collection
action on a large number. of claims was improperly

SECTION |

terminated during the first 12 or 18 months after the
legislation became effective.

Despite the problems which arose in issuing regula-
tions and in carrying out the requircments of the
Federal Claims Collection Act, departiments and agen-
cies did make substantial progress in compromising
claims and in terminating collection action at the ad-
ministrative level. Undoubtedly the necessity for pri-
vate reliefl acts by the Congress was subrtantially
reduced and the Departinent of Justice noted a sig-
nificant elimination of unnecessary litigation since the
act hecame eflective.

GAO helped the departments and agencies by (1)
suggesting ways to improve collection operations, (2)
assisting in the establishment of a checklist of proce-
dures to be used in the debt collection process, (3)
providing sample letters that had been used effectively
by GAO in making collections, and (4} recommend-
ing procedures to be followed so that prescribed
demand actions could he taken promptly.

The departments and agencies reacted favorably to
GAO's suggestions. For example, the Army Finance
Center at Indianapolis, Ind., and GAO have been co-
operating closely in an effort to reduce a large backlog
of claims. Several meetings have been held and GAO
personnel have been assigned temporarily to the Center
in a further effort to provide assistance. Substantial
reductions have been made in the backlog.

GAO reported that its reviews demonstrate that
there are many revisions still necessary in the admin-
istrative regulations of the various agencies to make
them conform with the act and the joint standards and
that therefore GAO will continue to make reviews to
determine agency compliance and will render such
assistance as needed.

GAQO informed Congress that it could not state how
many claims are presently outstanding in the Govern-
ment, or how much money is involved, but statistics
furnished by only a few agencies indicate that hun-
dreds of millions of dollars are involved. In spite of the
amount of money due the Government, the impression
which GAO gathered during its reviews was that
agencies have a tendency to curtail debt work when-
ever there is a budget cut, since there is little likelihood
of protests being made over delays in collection, It is
GAQO's opinion that all agencies should allot reason-
able shares of their resources to their debt work. (Re-
port to the Congress, B-117604(3), July 23, 1970)

231. Improvements Needed in Guidelines and
Procedures.—GAQ reviewed that portion of the De-
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partment of State’s Foreign Affairs Manual which
established general criteria for implementation of the
Federal Claims Collection Act and the joint stand-
ards promulagted thereunder. GAO also reviewed the
guidelines which the Department of State issued for
use in conjunction with the manual. The guidelines
provided that (1) if a review indicated there was no
possibility that the debtor could pay now or in the
future, the debt could be terminated and (2) in such
category, it would be desirable to have financial in-
formation regarding the financial status and physical
condition of the debtor, but if such information was
not available through inability to locate it, and cven
though the “statute of limitation” does not run against
a Federal claim, the law would permit termination
of the debt.

GAQ pointed out in its report that there is a statute
of limitations applicable to certain claims of the Gov-
ernment. This statute provides, in part, that except as
otherwise provided by Congress, every action for money
damages brought by the United States or an officer or
agency thereof which is founded upon any contract
express or implied in Jaw or fact, shall ke barred unless
the complaint is filed within 6 years after the right of
action accrues or within 1 year after final decisions
have been rendered in applicable administrative pro-
ccedings required by contract or by law, whichever
is later. GAO further pointed out that inability to
locate a debtor is not sufficient reason to terminate col-
lection action under the joint standards issued to im-
plement the Federal Claims Collection Act.

GAOQ also reviewed the Department’s procedures for
settling debts, and in its report recommended that (1)
adeguate controls be established to insure timely proc-
essing of demand letters, (2) the final demand letter
include a statement that in the absence of payment
or satisfactory arrangements for payment, the debt
would be referred to GAO for further collection action,
(3) compromises be solicited, when appropriate, and
(4) in deceased cases, development action be under-
taken to ascertain whether the decedent left an estate.

The Department of State agreed to make the nec-
essary changes in its guidelines but noted that the
Department does not have adequate manpower to
‘process letters on the basis set out in the joint stand-
ards. (Report to the Secretary of State; B-117604(8),
Oct. 29, 1970)

-+ 232, Collecting Claims Payable to the Govern-
ment,—In'its report to the Administrator of Veterans
-Affairs, GAO listed the following deficiencies noted in
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the Denver and Newark Regional Offices on claims
payable to the Government: (1) collection action not
being promptly initiated or pursued in an aggressive
and timely manner, (2) suspension and termination
of collection action without p.sitive evidence 1o sup-
port the determination, (3) railure to refer claims to
the GAO when administrative suspension or termina-
tion action would not be proper under the Federal
Claims Collection Siandards, and (4) failure to solicit
compromises, when such action would be appropriate.
GAO noted, however, that the major partion of the
omissions and noncompliances occurred prior to the
date on which the Veterans Administration {VA) took
action to correct similar deficiencies disclosed in a
previous GAQ review at the Philadelphia Center.

The Veterans Administration issued a tfevision of
agency collection policies and procedures which re-
flects the intent of the Federal Claims Collection Act
of 1966 and the implementing joint standards. Em-
phasis was placed on procedural inatters designed to
correct deficiencies found by GAO and internal re-
views. (Report to the Administrator of Veterans Af-
fairs, VA, B-114859, Dec. 18, 1970)

233, Seilling Debt and Payment Claims.—The
review by GAO of the Deiense Supply Agency's
(DSA) Manual containing instructions for settling
claims against the Government (payment claims) dis-
closed that it was generally adequate and in conform-
ity with the GAO Policy and Procedures Manual for
Guidance of Federal Agencies. Four recommendations
for clarification were made. One of these stressed the
importance of protecting the interest of persons un-
familiar with the provisions of the 10-year barring act
(31 U.S.C. 71a). This is done by referring immediately
to GAQ's Claims Division all claims received for
which the right of payment accrued 8 years or more
prior to the date of receipt and which cannot promptly
= approved and paid by the agency in the full amount
«iaimed.

GAO reviewed actual operations at four activities
of the Defense Supply Agency which are all located
in Philadelphia. At one of these activities, GAO noted
that appeals for reconsideration or adjustment of a
claim were not always forwarded to GAO after an
administrative denial. The GAO Manual provides that
reclaims of items previously denied by the adminis-
trative agency must be forwarded to the Claims Divi-
sion, GAQ, unless it is determined administratively
that the action taken in denying the claim was clearly
in error and properly can be corrected by the agency.



DSA officials took prompt action to insure the correct
processing of payment claims administratively denied.

Recommendations were also made to improve, in
the field offices, procedures for collecting debts payable
to the Government (debtclaims).

DSA hus taken action to make revisions in its manual
and to improve its processing of both debt and pay-
ment claims. It has also established new controls and
initiated an internal reporting system that will insure
prompt management reaction to in-house claims prob-
lems, (Report to the Director, DSA, B-~117604(10),
May 28, 1971)

Manpower Utilization

234, Ceilings on Employment of Civilian Per-
sonnel.—Before fiscal year 1969, civilian personnel
ceilings for the cxecutive departments and agencies
generally were established on the basis of annual budg-
ets and were adininistered by the Bureau of the Budget
(now the Office of Management and Budget). On
June 28, 1968, the Congress enacted the Revenue
and Expenditure Control Act of 1968 which imposed
restrictions on the hiring of civilian employees. These
restrictions -superseded the ceiling system previously
imposed by the Bureau of the Budget. On July 22,
1969, the restrictions on hiring imposed in the act
were repealed and the earlier ceiling system imposed
by the Bureau of the Budget was reinstated. GAO re-
viewed the effect of the personnel ceilings and hiring
restrictions on the management of civilian personnel.

In GAQ's opinion, personnel ceilings or hiring
restrictions, whether imposed by statute or by the Office
of Management and Budget, do not provide the most
effective maﬁaghmcnl control over civilian personnel.
They tend to be:

Arbitrarily applied because of the difficulty of
making them fit program requirements.

Inflexible because they do not allow for changes
in skills as needed in changed programs.

Uneconomical when they permit accomplishment
of programs through use of overtime labor at pre-
miumpay.

" Inefective in controlling expenditures since, as
an’ alternative, programs may he accomnlished
through contracting with firms or institutions for
personal services.

GAO believes that personnel levels can be better con-
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trolled  through
procedures.

GAO proposed that the Director of the Office of
Management and Budget permit departments and
agencies to accomplish their programs without re-
strictions on numbers of personnel—being limited only
by the availability of funds. In December 1970 the
Director agreed to climinate employment ceilings in
the Department of Defense for a 1-year trial period.
GAO recommended that the Secretary of Defense
establish a centralized group of officials to assess the
effectiveness of fiscal and program constraints on em-
ployment levels during the test period.

GAO suggested also to the Secretary of Defense that
substantial improvements in the management of total
personnel resources could be achieved through con-
tinuous evaluation by officials independent of the
component organizations of the Department of De-
fense. GAO proposed that he establish a group of
high-level officials, responsible to him, for continuing
objective evaluation of missions, programs, and activi-
ties of the component organizations within the De-
partment, The Department of Defense did not agree
that establishment of such a group would significantly
improve its existing review process and pointed out
that virtually every level of management was raking
maximum effort to achieve the savings necessary to
meet budget reductions. (Report to the Congress,
B-165959, Apr. 30, 1971)

budget and program planning

235. Use of Enlisted Personnel.—At the time of
GAO’s review of the use of Army enlisted personnel,
there were about I million trained enlisted personnel
assigned to Army units—divided about equally between
continental United States installations and overseas
installations, GAQ found that about 10 percent of the
personnel at the four continental United States instal-
lations included in the review were assigned to duties
for which they had not been trained. Information
obtained in other reviews at overseas installations
showed that the rate overseas was even higher.

GAO recognized that personnel turbulence—the
number of men entering and leaving the Army and
the number being assigned and reassigned—has in-
creased significantly in recent years and has added to
the problemns of personnel management. The Army
needs a personnel management system capable of cop-
ing with the varying degrees of turbulence, The exist-
ing system, with some revisions and adequate enforce-
ment, may afford the Army the potential for effective
personnel management. But the adequacy of the sys-
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tem could not be evaluated because the Army failed
to strengthen and enforce it and continued to circum-
vent it.

Some of the problems in personnel management
stemmed from inaccuracies in the data accumulated
under the Army’s personnel statistical and accounting
systean, Others resulted from practices which circum-
vented the normal operation of the personnel manage-
ment systen.. These practices included “bulk filling” of
requisitions fer personnel (assignment of personnel in
groups rather than on the basis of the requisitioned
skills and skill levels of the individuals) and manda-
tory levies (a practice, vutside the normal requisition-
ing procedures, which directs installations to transfer
personnel to fill vacancies at other installations).

GAO recommended that the Army:

Enforce existing personnel management policies
and procedures at all levels of command and refrain
from initiating at headquarters level such actions as
“bulk filling"” and mandatory levies.

Strengthen existing personnel management
policies and procedures rather than introduce new
programs or changes which add to reporting require-
ments and complicate the operation of the system.

Give priority attention to the manpower require-
ments for the personnel management career field
and stabilize the tours of such personnel as soon as
practicable.

The Department. of the Army agreed with the gen-
eral thrust of GAO's report and stated that increased
attention to the personnel management area had been
programmed by the Army Audit Agency. (Report to
the Congress, B-146890, May 6, 1971)

236, Readiness of Naval Air Reserve Units.—
Naval Air Reserve units at the four naval air stations
GAQ visited were not achieving their primary pur-

. pose of having trained units and suitable equipment
available for active duty in the Armed Forces in titne
of war or national emergency. These units bad aircraft
which lacked certain equipment needed to perform as-
signed primary missions; there were various types of
supply and maintenance problems; and there were
shortages of aircraft-and maintenance support equip-
ment which impaired training.

-Intwo resent rexdiness/administrative inspection re-
ports GAQO examined, little emphasis was placed on the
material readiness t;if'thc units, and no mention was
made of needegl'in'ipi"ovcment in the management of

- atrcraft maintenance support equipment. The priority
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being given to furnishing the Active Navy with equip-
ment resources was a contributing factor to the low-
readiness status of the Naval Air Reserve units;
however, the substantial costs incurred to maintain
Reserve units suggested a need to determine whether
alternative courses of action are advisable,

In April 1969 the Navy approved the development of
a 5-year plan to improve the readiness of the Naval Air
Reserve. As of June 30, 1970, however, the plan had
not been fully developed. The development and imple-
mentation of the plan would provide a sound basis
for the corrective actions needed.

Assuming that the present Naval Air Reserve force
level is to be maintained, GAO suggested two alterna-
tives to the Secretary of Defense: (1) allocation of
additional resources to upgrade the readiness status
of the Reserves or (2) maintenance of the status quo
and assumption of the risk of reduced operational ca-
pacity in the event that mobilization of the Reserves
is required. The Navy generally concurred with the
first alternative,

On other matters noted in the review, GAO recom-
mended that the Naval Air Reserve inspectors give in-
creased emphasis to the reporting of material readiness
and that the Secretary of Defense give attention to the
completion and implementation of the 5-year plan to
improve the readiness of the Naval Reserve.

The Navy generally concurred with GAO’s findings
and evaluation of readiness and in its suggestions and
recommendations for improvement. (Report to he
Congress, B-146964, Nov. 30, 1970)

237. Employment of Consultants and Ex-
peris.—In a report issued to the Department of
Health, Education, and Welfare (HEW) and the
Civil Service Commission relating to the use of con-
sultants and experts, GAO stated that neither HEW’s
procedures for controlling their hiring and use nor the
Commission’s procedures for monitoring other agen-
cies' procedures were effective enough to insure com-
pliance with laws and instructions governing their
employment.

HEW indicated that GAQ's recommendations for
corrective action would receive consideration in
planned changes in its procedures. Also, the Commis-
sion agreed with GAO's recommendations and advised
that appropriate changes would be made in its instruc-
tions and operating practices. { Report to the Secretary,
HEW, and the Chairman, CGSC, B-164031(1), Apr. 1,
1971)



238. Transfer of Regional Activities to Local
Post Offices.—The Congress, concerned about the
amount of expenditures and the size of the stafls of
the Post Office Department’s regional offices, had
placed ceilings on the staffing of such offices, Sub-
sequently, in November 1967, the Department trans-
ferred 15 activities and related positions from its re-
gional offices to local post offices although the activities
were essentially regional ones and the post office em-
ployees engaged in them were under the technical
supervision of the regional offices.

GAO reported that the transfers did not appear
to be consistent with congressional intent regarding
ceilings on regional staffing and costs, and that there
was a loss of efficicney in the regional offices.

GAQ recommended that the Department discon-
tinue its practices of having local post office employees
perform :'cgio:lél activities and of charging the cost
of the salaries and fringe benefits of such cmployees
to the appropriation for operating post offices.

The Postmaster General said that the traasfers were
part of a move toward a decentralization of operating
functions and were not designed to avoid the congres-
sional ceilings on staffing and expendiwres for regional
offices. He stated also that the Department had con-
cluded that certain of the transferred work could be
performed more efficiently in the regional offices. The
Department. arranged. for the return to the regional
offices of 143 positions nationwide, which were related
to four of the 15 activities previously transferred to
local post offices, but it stated that regional office per-
sonnel ceilings. prevented returning more  positions.
{Report to the Congress, B-159768, Nov. 13, 1970}

User Charges

‘239. Assessment and Collection of Postage for
Second-Class Mail.—GAO noted that the Post Office
Departmeént appeated to place alinost complete reli-
ance on information provided by publishers in deter-
mining the amount: of postage due for second-class
mail, In examining into' the matter further, GAO
found that the Department had undercharged postage
of at least $700,000 annually on 176 of the 33+ pub-
lications ‘examined by GAQ, which were mailed at
second-class rates. .

“These undercharges occurred because (1) publishers
were: charged - the '.lc')\\jer_ second-class postal rates
although the publications failed to meet the legal or
regulatory requirements-for second-class mail privi-
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leges, (2} the Department had not established
adequate specific criteria to guide publishers and em-
ployees in classifving certain free copies of publications
for postal-rate purposes, and (3) examinaions of
publishers’ records were neither timely nor effective—
consequently, certain copies of some publications which
had been improperly classified by publishers were not
datected and a second-class postal rate, lower than
that required by poestal regulations, was charged.

GAO recommended that the Department (11 re-
voke or suspend second-class mailing permits for ineli-
gible publications and establish a policy of charging
postage at the appropriate rate on all copies of publi-
cations mailed after the date that such publications
fircet f4ii to meet second-class mail eligibility require-
ments, (2) revise its regulations to clearly define sam-
ple (free) copies and establish time limits during which
samples may be mailed to the same person at second-
class rates, and (3) strengthen its internal manage-
nient review to insure effective and timely examination
of publishers’ records for publications mailed at
second-cless postal rates.

In response to GAQO's report, the Postmaster Gen-
eral ordered, on a high priority basis, a complete
examination cf all pertinent regulations, including the
administration thereof, and the specific provisions of
the sccond-class mail privileges discussed in GAO's
report, The Department study was completed in Janu-
ary 1971 and the resulting report contained many
recommendations for improving the administration
of second-class mail.

Pending completion of its study, the Department
issued instructions in October 1970 to all postmasters
to make a thorough review of procedures for comput-
ing postage on second-class mailings and to make re-
computations and appropriate adjustments if postage
had been incorrectly charged. The Department also
took various positive actions to strengthen controls
over second-class mail revenue, including improved
procedures and increased frequency in examining
publishers’ records.

The Postmaster General stated that the only viable
long-term solution to some problems relating to second-
class mail was a drastic redesign and simplification of
the existing rate classification structure and that pro-
posals to accomplish this would be presented to the
Postal Rate Commission created under the Postal Re-
organization Act, Public Law 91-375, approved Au-
gust 12, 1970 {84 Star, 719). (Report to the Congress,
B-161568, Scpt. 18, 1970)
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240. Unrecovered Postage and Handling Costs
for Processing Mail With Insufficient Postage.—
The Postinaster General was required by law to collect
postage due for mail without sufficient prepaid postage
and to recover the cost of handling such mail from
the addressee. He could, however, waive the handling
charge when he decined it to be in the interest of the
Government.

The Post Office Department had waived the col-
lection of the handling charge since August 1958—-a
condition which GAQO believed was not intended by the
Congress. Also, GAO found that some mail with insul-
ficient postage was not being detected by the Depart-
ment. If the conditions noted in 13 postal facilities
covered by GAO's review were typical, the Depart-
ment was incurring significant losses nationwide. The
Department did not have an effective policy to pre-
seribe the methods and responsibility for detecting
mail with insufficient postage.

GAO made several recommendations designed 1o
help solve this problem, including a recommendation
that the Department return mail with insufficient post-
age to senders rather than forward such mail to the
addressecs.

The Postmaster General stated that, to better ap-
praise the problem and the solutions available, a cost-
benefit analysis would be made and that this analysis
would generally recognize GAO's recommendations.
(Report to the Congress, B-161568, Mar. 31, 1971)

241. Establishment of User Charges for Special
Services.-——After reviewing the research associate
program conducted by the National Burcau of Stand-
ards, CAO questioned whether the Burcau had ful-
lowed its established policy of consistently charging
research associate sponsors for overhead costs of the
program and  whether sponsors  received
preferential treatment by not [ollowing the policy.
Based on comments made by the Department of
Commerce, GAO concluded that there was sufficient
justification for not charging sﬁm:sm-s for overhead
costs when appreciable benefits can be expected to
accrue to the Buréau from the research.

GAQ recormnmended, however, that the Bureau de-
termine on a case-by-case basis whether the work of
research associates is likely to provide a benefit to the
Bureau which is at least commensurate with the costs
incurred. In those: instances ‘where the Bureau dors
not receive substantial benefits, GAO helicves that the
Bureau should establish an appropriate user charge to
* assess thesponsors for services provided by the Burcau.

certain
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The Bureau subscquently deterinined that, under the
four new agreements signed in fiscal year 1971, it would
receive substantial benefits from the work of the re-
search associates.

GAO recommended also that, if overhead costs rise
substantially as a result of [uture increases in the num-
ber of research associates, further consideration be given
to establishing accounting procedures to avoid charg-
ing overhead costs to users who will not benefit from
the program. For fiscal year 1971, however, the Bu-
reau stated that the number of rescarch associates
declined rather than increased. (Report to the Assist-
ant Secretary for Science and Technology, Depart-
ment of Commerce, July 30, 1970}

242, Fees Charged for Special Benefits.—In
view of the concern expressed by the Senate and
House Appropriations Committees that the Govern-
ment was not receiving sufficient return for all the
services rendered to special beneficiaries by certain
regulatory agencies, GAO undertook to determine how
effectively the agencies were implementing the law in
that regard.

Title V of the Independent Offices Appropriation
Act, 1932, provides that Government activities result-

ing in special benelits or privileges for individuals or
organizations be financially self-sustaining to the fullest
extent possible, that regulations prescribing fees be as
nearly uniform as practicable. and that fees be fair and
cquitable, taking into consideration direct and indirect
costs Lo the Governiment, value to the recipient, public
policy or interest served, and other pertinent facts.

The Bureau of the Budget (now the Office of
Management and Budget) issued policy guidance (Cir-
cular No. A-25) to agencies for implementing those
requirements. The circular broadly defines services
that provide special benefits and establishes guidelines
on the types of costs to be considered in setting fees
and charges.

GAO found that the fee policies of seven regulatory
agencies—the Civil Aeronautics Board (CAB), the
Federal Communications Commission (FCC), the
Federal Maritime Commission (FMC), the Federal
Power Commission {(FPC), the Federal Trade Com-
mission (FTCY, the Interstate Commerce Commission
(ICC), and the Securities and Exchange Commission
(SEC)—were not as uniform as practicable, did not
take all costs to the Government into consideration
in determining the amounts of assessments, and did not
provide for fees to be charged in all appropnate
instances.



Subsequent to GAO's review, live agencies—FCC,
ICC, CAB, TFPC, and SEC—took steps to change
their fee schedules. However, because actions taken
by the agencies individually may not result in the uni-
formity intended by the law, GAO recommended that
the Office of Management and Budget reexamine (1)
the policies and practices of the regulatory agencies
in establishing their fees and (2) the language of Cir-
cular No. A-25 to deterimine whether it provided ade-
quate guidance to the agencies in implementing title
V of the Independent Offices Appropriation Act, 1952,

The Office of Management and Budget agreed
generally with GAO'’s conclusions and recommenda-
tions and said that it would conduct a broad review
of user-charge policies. (Report to the Congress, B-
145252, Oct. 23, 1970)

243. Rental Charges for Qccupying Space in
Government Buildings.—As required by law, funds
for financing the operations of the Office of the Comp-
troller of the Currency arc obtained by assessments
against the national banks which it regulates and super-
vises. However, rent-free space is being provided in
Government-owned buildings. At June 30, 1969, the
Oftice occupied 151,917 square feet of space—72,911
square feet of rent-free space in Government-owned
buildings and 79,006 square feet of space in privately
owned buildings ‘at an annual rental of about
$390,000.

GAO believed that it was inconsistent for the Office
of the Comptroller to bear the cost of leased space
in privately owned buildings and not bear the cost
of space occupied in Government-owned buildings. As
a result of GAO's suggestion that the Office of the
Comptroller be required to pay for the fair rental
value of space oczupied in Government-owned build-
ings, the Department of the Treasury advised the
Comptroller that effective July 1, 1970, the Depart-
ment planned to charge the Office of the Comptroller
rent for space it occupied in the Treasury Building and
the Treasury Annex in Washington, D.C.

Officials in the Office of the Comptroller advised
GAO in May 1970 that they agreed with the principle
of paying fair rental for space occupied in Govern-
‘nient-owned buildings and that some minor details
in the Department of the Treasury's computation of
rent were being Turther negotiated. They stated also
that: they \\'_(_)uld negotiate rental fees when contacted
by other agencies furnishing space. GAQ was advised
that -as of Jane 30, 1971, final agreement had not
been reached with the Department of the Treasury
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ar with the other agencies—the Post Office Depart-
ment and the General Services Administration. {Re-
port to the Congress, B-168904, Aug. 24, 1970;

Miscellaneous

244, Collection of Supplemental Duties on
Imported Merchandise.—As part of its function of
assessing and collecting duties on merchandise -
pe ted into the United States, the Bureau of Customs,
Department of the Treasury, permits importers Lo pay
an estimated amount of duty on incoming merchandise
pending final determination of the amount of duty to
be assessed. When the determination is made, overpay-
ments are refunded and importers are billed for the
amount of underpayments (supplemental duties}. A
surety bond is previously filed by the importer to insure
payment for the supplemental duties. Under the terms
of the bond the surety and the importers are jointly
liable without regard to time limits. Under the Bureau’s
billing procedures supplemental duties not. paid within
30 days are considered delinquent and il not paid
within 75 days a demand for payment notice is sent to
the responsible surety. Deparument of the Treasury
regulations provide for revocation of the bonding au-
thority of sureties for inexcusable, prolonged, or re-
peated [ailure to honor demands for payment.

GAO noted that the Burcau was not taking aggres-
sive collection action against delinquent sureties, cer-
tain collection practices could be improved, and a more
effective monitoring program for evaluating field office
collection procedures was needed. Out of about $6.7
million of supplemental duties outstanding at April 30,
1970, about $4.9 million, or 73 percent, was delin-
quent. including about $3.8 million which was more
than 60 days old.

GAO suggested that more eflort by the Bureau’s
national office officials would be an effective way of
improving collections from the sureties. Such action
was undertaken against onc surety company—the
largest writer of Customs’ bonds—with a demand for
payment of about $1.4 million. Shortly therealter
most of this amount was paid by the importers or the
surety company. Also, the Burcau stated that it had
issued revised instructions for collecting delinquent
duties. (Report to the Secretary of the Treasury, B-
114898, Jan. 27, 1971)

245. Federal Assistance for Presidential Tran-
sitions.—GAOQO reported - that ' the amounts and/or
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period of availability of funds authorized by the Presi-
dential ‘Transition Act of 1963 and the Former Presi-
dents Act of 1958 do not appear to be adequate to
carry out the objectives of the laws. The Office of
Management and  Budget supported GAO's
~onclusions.

The Congress appropriated $900,000 for the Gen-
- eral Services Administration to finance the 1968-69
transition between the incoming and the outgoing
administrations. Although the transition act is silent
on the matter of the division of the funds between
the administrations, the legislative history reflects an
expectation that they be divided equally. This was don
in the case of the 1968-69 transition.

GAO was informed by President-elect Nixon's repre-
sentative on transition matrers that “approximately
$1.5 million was required to defray the expenses of the
incoming administration for such items as the rental
of temporary office space, telephone and other com-
munications, travel, expenses of task forces, disburse-
ments in connection with interviewing applicants, and
a myriad of other expenses necessarily incurred during
the interregnum.” It is apparent that the $450,000 in
chéral transition funds made available to the incom-
ing Nixon. administration was clearly inadequate to
cover all of President-elect Nixon's transition expenses.

Transition funds are made available to the outgoing
President and Vice President for a period of 6 months
after they leave office for use in \\'i.nding up the affairs
of their offices. GAO found that fo.mer President
Johnson still had a heavy workload 18 months after he
left office. '

While the Former Presidents Act sets an overall
limitation on salaries that can be paid to a former Pres-
ident’s office staff, the maximum salary that can be
paid to any member of his staff is tied in with the
executive schedule pay rates. The overall limitation
has not been amended as frequently as pay rates have
been raised in recent years. It is thus apparent that
the unbalanced movement of pay rates and overall
limitations can cause problems in paying the salaries
of the former President’s stall.

GAO suggested that the Congress might wish to
consider:

The desirability of increasing the amount of funds
authorized under the Presidential Transition Act for
the  incoming President and Vice President.

The need for an-extension of the time during
which Presidential Transition Act funds are avail-
able to the former President and Vice President,
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The need to amend the Former Presidents Act to
provide for adjustment of the overall limit on com-
pensation of the former President’s staff, in line with
pay raises in general. Or, perhaps, in view of the un-
certain purpose for the limitation on total salaries
within the total appropriations available, the luni-
tation could be safely eliminated.

(Report to the Congress, B-149372 and B-158195,
Nov. i6, 1970)

246. Management and Operation of Communi-
cations Systems.—In 1960 the Department of De-
fense (DOD) established the Defense Communications
System and the Defense Communications Agency to
supervise the System, Although some progres. had been
made toward the integrated communications system
enisicned at that time, much remained to be done.

sAO found significant problems in organization and
management which appeared to hamper accomplish-
ment of the objective.

Other than the Secretary of Defense there was no
one person or office serving as a focal point with au-
thority and responsibility to coordinate all aspects of
communications. There was a lack of coordination
among the organizations involved in communications,
inzluding the staff in the Office of the Secretary of
Defense, the Joint Chiefs of Staff, the Defense Com-
munications Agency, and the military departments.
GAO found many examples of the costly effects at-
tributable, at least in part, to fragmented and unco-
ordinated management. Some of the examples follow.

An uncoordinated program, begun in 1965, to pro-
cure data subscriber terminal equipment (equipment
at the end of transmission circuits used to send or re-
ceive data) required more than 1,000 changes in speci-
fications at a cost of $29 million. These changes delayed
delivery, and additional millions of dollars were spent
to lease equipment.

The uncoordinated development of Project Advent,
under the satellite communications program, resulted
in duplications, inefliciencies, and delays. About $170
million had been spent on this project when it was
canceled. Despite that experience, current satellite proj-
ects were being developed with an organization similar
to that of Project Advent.

Lack of coordination, between the Defense Com-
munications Agency which manages the main trunk
lines of the Automatic Voice Network (DOIYs main
voice system ) and the users who control the access lines
to the Automatic Voice Network, was the chief reason



for an inadequacy of access lines and a low rate of
completed calis—45 to-53 percent in a sample 6-month
period.

In early November 1969, a reorganization plan pre-
pared by the Deputy Secretary of Defense proposed
establishment of the position of Assistant to the Secre-
tary of Defense (Communications). GAO recom-
mended that, in  ‘the proposed rcorganization,
consideration be given to removing the Defense Com-
munications Agency from the chain of command under
the Joint Chiefs of Stafl and making the Director of
the Defense Communications Agency responsible di-
rectly to the new Assistant. This would permit greater
autonomy-in the functions of the Defense Communica-
tions System. GAO récommended also that considera-
tion be given to making the position of Director of the
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Defense Communications Agency a civilian post. ‘This
would remove any question of the Director’s partiality
toward his own military department,

On May 21, 1970, DOD established a new position
of Assistant to the Secretary of Defense (Telecom-
munications) and appointed a civilian to fill the posi-
tion. DOD stated that the new Assistant would consider
the first recommendation. With respect to the second
recommendation, DOD did not agree that the director-
ship of the Defense Communications Agency should
be a civilian post. DOD felt that, since the Agency is a
military organization, the Director should have military
experience. GAQO believes that the Agency and its
directorship should be free from influence by the Joint
Chiefs or a particular military service. ( Report to the

Congress, B-169857, Oct. 19, 1970)
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INDEX BY GOVERNMENT AGENCY

Agency

AGRICULTURE, DEPARTMENT OF . . . . . FET -
Agricultural Stabilization and Conservation Sr:,rv::e .
Commodity Credit Corporation . .

Export Marketing Service . . . . .

Farmers Home Administration. . . ., . . . . . . .
Federal Crop Insurance Corporation . . . . . . . . .
Foreign Agricultural Service . . . . . .

Forest Service . . . . . . RS W @ EORSA W8
Rural Electrification Admlmslramm ¥

APP.-\L:\CH[;\N'REGION:\L COMMIISSION . . . . . .. ..
ATOMIC ENERGY COMMISSION . . . . .

CIVIL SERVICE COMMISSION

(:f).\[\if-'.“{'-l“-. DEP.\RT?\TF‘.?.\"I' Or . ., . ...

NG s
Maritinee Mdinianntio. 4 ]
National Bureau of Standards . . . . . .

DEFENSE; DEPARTMENT OF

Air Force, Department ofthe .
Army, Department of the . . .

Corps of Engineers (Givil Functions) . . . . .
Defense Contract Audit Agency § E W
Defense Supply Ageney © . . . . . L oL L L L
Navy, Dcp'lrtmcm of the

u.s. \Iarme(.nrps T .
-DISTRICT: OF .COLUMBIA [GOVERNMENT . . . . ..

ENVIRONMI&NT:‘\L PROTECTION AGENCY . . . . . ..
EXEC‘UTIVE OFFICF, OF THE PRESIDENT

Eeonomic Opportunity, Officeof . . . . .. . . . . wiE W R

Manugement and Budge, Officeof . . . . .. . ... i@
EXPORT-IMPORT BANK OF THE UNITED STATES
. GENERAL SERVICES ADMINISTRATION
" GOVERNMENT PRINTING OFFICE

3 ~HEALTH, I'DUC ATION, AN WELFARE, DEPARTMENT OF
Education, OMcc of . . . . 0 o e e e
National Instirates of Hlealth ., 0 . 0 0 o700 o0 0 0 o 0L

Secial and Rehabilitaton Service o L.
Social Security Administeation . . 0 oL oL L oL L L L.

HOUHI.\C AND URBAN DEVELOPMENT, DEPARTMENT OF
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Ageney

INTERIOR, DEPARTMENT OF THE . .
Mines, Bureauof . , . . . . ..
National Park Service . .
Reclamation, Bureau of . .

JUDICIAL BRANCH .
JUSTICE, DEPARTMENT OF, .
LABOR, DEPARTMENT OF

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

NATIONAL CREDIT UNION ADMINISTRATION
NATIONAL SCIENCE FOUNDATION ., . . i
OVERSEAS PRIVATE INVESTMENT CORPORATION
POST OFFICE DEPARTMENT . i w ox
RAILROAD RETIRE.’\[ENT BOARD . . . . . 4, Lk
SELECTIVE SERVICE SYSTEM . . . . ... ......
SMALL BUSINESS ADMINISTRATION . . . . . . . ...
STATE, DEPARTMENT . OF . . .

Agency for International Development . . .

TR:\NSPORTATION. DEPARTMENT OF
Federal Aviation Administration . ’
Federal Highway Administration . . . .
Federal Railréad Administration . . . . . . . . . . . . .
U.S. Coast Guard . + . . . . .
Urban Mass Transportation Adxmmstratlon
TRE_:_\SURY,._DEP)’\RTME.NT OF THE . . . .
VETERJ\NS ADMINISTRATION

MULTIAGENCY FUNCTIONS
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INDEX BY FUNCTIONAL CLASSIFICATION OF THE FEDERAL BUDGET

Code ; Funclion

050 NATIONAL DEFENSE:
051 Department of Defense—Military . . . .

057 Military assistance . . .
058 Atomic energy . . .

150 INTERNATIONAL AFFAIRS AND FINANCE:
151 Conduet of forl’lgu affaits . . . .

152.Econmnu::_andﬁnancmlnsslstancc. W LUEE W W RLE W W

154 Food for Peace. . . . . v o o o 0L .

SPACE RE3EARCH AND TECHNOLOGY:
2.)] Manned space flight. ‘e :
950 Supporting space activities . ... .

25

(=]

SSD_AGRICULTURI‘- AND RURAL DEVEI.OPI\‘!ENT:
S A5 Favin incot stabilization . . . & e
A2 Rurad houm g oand pubbic Dweilides © o0 L L L L L

400 NATURAL RESOURCES:

- 401 Water resources and power. . . . . C e
402 Land management . . . . . . s wewril WA Baeo @ K ¥
wﬁi{ccxcauonalmsnu'ces

300 COMI\‘ERCE AND TRANSPORTATION:

501 Airtransportation . . . . ... ... . e ...
502 Water transportation . . . . . . . . . e o T os
503 Ground transportation . . . . . .. . .. . .

505 Postal service .
6 Advanee IR

E07 Niva and gl

::\d It--{-ul;.lilm ol |

550 COMMUNITY DEVELOPMENT AND HOUSING:
© 551 Conc:mralcd community development . . . & &
- 552 Commumty cnvironment .. . . . . 5T
555 Low and motlerate income housing aids. . .

o, 506 Mainumancc of the housing morigage market . . . . . .
/600 EDUCATION AND MANPOWER:
- 601 Elementary and secondary edun:anon S ATy W 4578
* 602 Tligher education , . . ... . Wt

604 Manpuwer training and cmplnylncnl strvices.
© SO Scienee eduention andd basic research . . . . .
B Ol sanpoeer dids 0 ene ST ke 6 e e e e

12

Iem

60, 88, 92, 93, 96, 98, 99, 100, 101, 102, 109,
120, 126,

110, 111, 112, 113, 118, 119,
127, 131, 132, 133, 137, 138, 139,
141, 142, 143, 144, 145, 146,

147,

140,
159,

172, 183, 192, 193, 194, 195, 205, 206,
207, 208, 209, 213, 214, 215, 216, 218,
219, 220, 221, 222, 293, 224, 225, 296,
227, 228, 233, 234, 235, 236, 246

80, 84
6, 7, 128, 169, 170

89, 90, 91, 101, 103, 104, 148, 158, 190, 191,

231

80, 81, 82, 83, 84, 85, B6, 87, 88, 94, 97,

105, 107, 108, 157
106

115, 116, 117, 125, 129, 203
200

1,2, 3, 42, 45, 161, 165, 201
43, 44, 46, 47, 48

12, 73, 4, 75, 76, 17, 78, 79
39, 40
39, 40

4, 5,217
122, 167, 178, 179
33, 34, 33, 61, 123, 124, 168

136, 177, 211, 212, 229, 238, 239, 240

41, 95, 164, 189, 241
9, 36, 37, 171
242

10, 11, 67
68, 69, 70
50, 51
49, 52

12, 13

14, 15, 16, 17, 18, 19, 20

53, 54, 55, 56, 57, 58, 59, 237
150, 151, 152, 153, 180

8,71



Code Funetion

650 HEALTH:
651 Development of health resources .
652 medmg or financing medical services |

700 INCOME SECURITY:
702 Public assistance . . . 4 o
703 Social and individual services . . . . . .

800 VETERANS BENEFITS AND SERVICES:
804 Hospital and medical care for veterans .
809 Other veterans benefits and services . .

900 GENERAL GOVERNMENT:
901 chislaliw: functions, . . . . . . .
902 _]udlt:lal funcuons .
903 Executive direction and managcmcnt.

905 General property and records management .

908 Law enforcement and justice ..
909 National capital region
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Ttemn

38, 149
21, 22, 23, 24, 25, 26, 27, 28, 29, 62, 63, G4,
65, 66, 135, 185

32
30, 31

181, 182, 186, 210
232

196

162, 163, 173, 174, 175, 187
245

114, 130, 197, 199, 204
166, 176, 188

121, 134

143



SECTION I

FINANCIAL SAVINGS ATTRIBUTABLE TO THE WORK OF THE
GENERAL ACCOUNTING OFFICE, FISCAL YEAR 1971

Collections and Other Measurable Savings

(000 omitted)

Other
Colleetions  measurable
savings

‘Total

DEPARTMFNTS
AT Gnd & s B pvael W % B B e D B oA R S W R W R B 51,394 $143,395  $144, 789
Mawy ol th o T S d vatenl v 5 M ESR 0 B R Le @ B N W W @ @ g s 555 1, 766 2,321
A Fares: $5 5 w-ria i F F i & R B S P FrEYTR B R 8 F b B G 146 4, 055 4, 201
DICIENSE, ' %5 2 " 0 e Bt s e B B Ed e m e e e e e e e e e 72 3,114 13, 186
Agriculture . . . . . . . T -y 23, 559 23, 559
COIINBECE " vt o S ® o6 f 5 WL B W G G B % SDaE @ M M @ B e wie 1 78 79
Health, Education, and Welfare . . . . . . . . . . . . . . St W OE B % W SR W 2, 596 987 3, 583
Housing and Urban Dr.w:lopm:m .............................. 333 333
THtEor s+ iy L7 el Puiiin e SN W B SRR 5 i B G W 9 R g oW & g FEE 4 1, 366 1,370
LAl e n, v T i JP R G ke o el G A m w ek e o kg F Ead 3 60, 000 60, 003
Post OMfice ol o i e b e e e e e e e e e e e e e ee e e e e L. 2,200 262 2,462
State. (mcludmg AID Pedce Corps,and USIA) . . . . . . o 0 v v v v v s v o v v s 147 G353 800
TrangpARtatan’. Glar vttt B o 0 O aThs g e e s weenia R o B R BSIEE B B B b 8RS 393 393
: ; AGENCIES

CGivil- Service Commission . . ) 0 . o 00h Li w e e h e e e s e e e e e e e 851 851
National Aeronautics and Space Administration . . . . . . . .« . v o .. e e e 1, 248 1, 248
Office of Economic Opportunity . . . . . . . . . . . . . ... .. S R A 17
Selective Service System.’ . . . . . . L L Lo e e e e 10 110
Véterans :\dmlnlalra.uun ............................ 857 857
Tu‘.al for deparlments and agcncu:s R T Ry i TR 7,135 243, 027 250, 162
franspurtatlon ML e 5 5 s o0 Dighse iR A o A B OR A W pess i heow - 1A BB L o s 14, 848
General claims work . .. . RTINS O B TR S R 2,900 =, ¢ v o 2,900
Al e e e n BT o o w e s E e 24,807 242,027 267,910

l-.Ine_'lu.de_s $1,000,000 resultlng fram reviows of Defense international actlvities.



Details of Other Measurable Savings

SECTION 11

Details of other measurable financial savings including additional revenues attributable to the work of the
General Accounting Office during the fiscal year 1971 totaling $245,027,000 are listed below. Approximately
$64 million of the savings or additional revenues are recurring in nature and will continue in future years, The
items listed consist largely of realized or potential savings in Government operations attributable to action taken
or planned on findings developed in GAQ's examination of agency and contractor operations. In most instances,
the potential benefits are based on estimates and for some items the actual amounts to be realized are contingent

upon future actions or events.

Action taken or planned

Supply Management:

Reduction in procurement of helicopter en-
gines and components made possible by
more expeditious repair of items already in
the supply systein—Army (nonrecurring)

Cancellation of requisitions for unneeded sup-
plies which otherwise would have been
shipped to Vietnam from the United
States—Army {nonrecurring)

Reduction in procurement of transceivers as
backup in helicopters based on studies that
showed such use was not cost cffective—
Army (nonrecurring) . .

Revision of mileage criteria permitted transfer
of more used wvehicles to the Vietnamese
Armed Forces and avoidance of procure-
ment of new vehicles—Army (nonrecurring;
additional savings will continue during the
U.8. troop withdrawal) . . .

Transfer -of anmunition in excess position in
the Marine Corps to satisfy a requirement
in the Army {(nonrecurring) . . . . . . .

Identification and transfer of unneeded lab-
oratory equipment to other users—Defense
(nonrecurring and indeterminable future
savings) . . . . L. L. L

Contract  price reductions resulting  from
reviews of prices negotiated for supplies—
Army $606,000; Air Force $452,000 (non-
n:curring) wirh MRS N W kel s ¥ w

Increased redistribution of excess materiel
resulting from greater participation in the
program of the Materiel Asset Redistribu-
tion Center, Europe, by the Rota Naval
Station—MNavy (estimated annual savings).

Cancellation of procurement resulting from
disclosure of errors in computation of re-
quirenients for aircraft engine spave parts—
Air Forge (nonrecurring} . . . . . . ..

Estinated sarings

$113, 000, 000

7, 300, 000

7,031, 000

6, 100, 000

4, 122, 000

1, 100, 000

1, 058, 000

323, 000

267, 000

cAetion taken or planned

Savings resulting from award of firm fixed-
price-type contract rather than a time-and-
materials-type for certain repair and over-
haul services— Air Force (estimated annual
SAVINERY (5on o0 m e e WownwnE mow

Redistribution and sale of excess aircraft spare
parts to the U.S. Air Force, Navy, a NASA
center, and others—National Acronautics
and Space Administration (nonrecurring) .

Cancellation of requisitions for supplies in ex-
cess of needs—Army (nonrecurring) . .

1t 14

Savings re ing from tion of dupli-
cated data bank services—Navy (estimated
annual savings, $100,000; nonrecurring,
$20,000) . . . . ... . .

Savings resulting from consolidation of pro-
curement activities and p'  sgraphic labora-
tories in  Germany—2 $32,000; Air
Force $74,000 (estimated _.nual savings).

Savings resulting from adoption of procedures
to reduce the reject rate in reworking com-
ponents for rocket launchers—Army (non-
FECUFTINE) o 4 o o+ s wlie s £oa e

Storage charges to the Govermment were re-
duced because the Commaodity Credit Cor-
poration agreed to pay storage, at its more
favorable terms, on dairy products trans-
ferred to other agencies rather than require
the agencies to assume such charges—
Agriculture (estimated annual savings). . .

Cancellation of plans to repair unneeded
equipment-——Army (nonrecurring) . .

Unrecorded supplies of the Armed Forces
Institute identificd at field installations—
Defense (nonrecurring) . . . ... . . .

Savings realized from repair and reuse rather
than dispasal of aircralt propellers—Army
(nonrecurring) . . .. . . .

Estimated sarings

$208, 000

208, 000

140, 000

120, 000

106, 000

96, 000

45, 000

41,000

40, 000

27, 000
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SECTION 11
Action taken or planaed
Supply Management—Continued

Savings resulting fram a contract provision
requiring manufacture of suspension lugs in
larger production lots—Air Force (non-
recurding) .. . 0 L.

Construction, Repair, and Improvement
Casts:

Construction costs for federally financed
residential projects will be reduced through
action by the Deparunent of Labor under
the Davis-Bacon Act to establish minimum
wage rates for residential projects on the basis
of prevailing wages for similar privately
financed projects. Rates previously used were
the higher ones for commercial and in-
dustrial-type (esti-
mated annual savings)

construction-—Labor

Reduction in price under the defective pricing
clause of a construction contract—Arimy
{nonrceurring) . . Ce e

Savings resulting from enforeement of warranty
provisions of contracts for painting of

facilities where specifications had not been

met—Army (nonrecurring)

Payments to Government Employees and
Other Individuals:

Savings resulting from amendment of Joint
Travel Regulations to reduce per diemn rates
for military pcrsoim-cl on temporary duty
assignments of 60 days or more—Army
$4,131,000; Air Force 52,822,000 (nonre-
curring and indeterminable future savings) .

Contracting Policies and Practices:

Savings resulting from use of surplus U5,
butter rather than purchasing European
butter—Defense (nonrecurring)

Cancellation of a proposed contract amend-
ment that would have granted an excessive
allowance to the insurer for administrative
expenses under the Government-wide In-
demnity Benefit Plan of the Federal Em-
ployces Health Benefits  Program—Civil
Service Commiission (nonrecurring) .

Savings resulting from use of American-made
buses rather than foreign-made buses at
overseas (estimated
annual savings) . . . . . . .. . ..

locations—Defense

Savings resulting from use of more economical
personal service contracts for overseas per-
sonnel—Agency for International Develop-
‘ment (nonrecurring) . . . .

146

Estimated savings

$11, 000

G0, 000, K00

120, 000

39, 000

6, 953, 000

800, 000

444, 000

218,000

27, 000

Action taken or planned

Transportation:

Savings resulting from adoption by the Mili-
tary Sealift Ce nd of a self-i ance
policy of war risk coverage for time-charter
ships-——Navy (nonrecurring and indeter-
minable future savings) .

Savings by reducing the p.;pcrwurk m\rul\.'ui
in the procurement of bus transportation
for DOD personnel-—Defense  (estimated
annual savings) . . . 5 W RE

Savings resulting from reduced sheathing of
ammunition  vessels—Defense  (estimated
annual savings) . . . . . o - o L,

Savings resulting from elimination of environ-
mental and morale flights from Clask An
Base, Philippines, to Bangkok, Thailand, and
Taipei, Taiwan, which did not meet criteria
for such flights—Air TForce (estimated
annual savings, $156,000; nonrccurring,
$34,000) ;

Savings resulting from use ﬂf snrfaLL rather
than air transportation for shipments of
unaccompanied baggage of military per-
sonnel—Defense  (estimated  annual  sav-
ings} .

Savings rcsulung from reulasm[ymg parcels
mailed by Pacific Stars and Stripes as surface
mail rather than military ordinary mail
which resulted in the parcels being com-
mercially  airmailed—Defense  (estimated
annual savings) . . . .

Cancellation of requisitions for housclmld
goods containers by the U.S. Naval Supply
Center, Pearl Harbor, Hawaii—Navy
(nowrecurring) . . . . . . ... . ¥

Savings resulting from shipping unaccom-
panicd baggage of Army personnel from Ger-
many to the United States by commerical air
freight rather than military ordinary mail—
Army (estimated annual savings) . . .

Houschold goods containers located and re-
used rather than procuring new ones--
Defense (nonrecurring) . . . . o . . .

Interest Costs:

Placing cash resources of the Veterans Canteen
Service field offices in Treasury facilities
rather than in eommercial depositories pro-
vided funds to the Government which could
be productively used in reducing public bor-
rowing—WVeterans Administration (estimated
annual savings) . . . . . .o 0 . . !

Funds advanced before they were needed for

thus

prcvcnlin,g uNnecessary interest -expense—

Housing and Urban Development (non-

upgrading utilities were recovered,

reetrring) . . 2w b e e # 6 e ow e

Estimated savings

%1, 250, 000

300, 000

210, 000

190, 000

130, 000

73, 000

63, 000

40, 000

90, 000

7,000



Acetian taken or planued
Interest Income:

Recognition of the intercst factor on those funds
used for construction of the Yellowtail Unit,
Missouri River Basin Project, which were
allocated to the municipal and induswial
water supply, will resule in better return of
interest to the Govermment for the cost of
financing the project—Interior (nonre-
eatting). . . . o0 o. w4 e

Additional interest income to be earned by
the Federal Employees Health Benefits pro-
gram as a result of investing funds made
available under revised procedures for re-
imbursing local Blue Cross-Blue Shield
plans— Civil Service Commission (estimated
annual savings) . . . . . . . . ..

Change in the interest rate criteria will result
in the recognition of more realistic interest
costs applicable to the power facility invest-
ment of the Government and thereby pro-
vide a basis for the ultimate recovery from
the users of power facilities of a proper inter-
est amount as well as the Federal investment
in such facilities—Lnterior (Ist year estimate
and indeterminable future savings) . .

Automatic Data Processing Systems:

Reduction in magnetic tape cost at (Goddard
Space Flight Center through greater use of
rehabilitated  tape—~National  Acronautics
and Space Administration (nonrecurring) .

Savings resulting from combining business and
scientific processing
National Aeronautics and Space Adminis-
tration (estimated annual savings, $325,000;
nonrecurring, $65,000) . . . . . L. ..

data operations—

Savings by baving ADP system maintenance
“done by organizations specializing in such
maintenance-—Veterans Administration (non-
recurring) . . . . . . .

Loans, Contributions, and Grants:

Avoidance of excessive claims for Federal reim-
bursement for costs in administering public
assistance  programs  in
Health, Education, and Welfare (nonre-

Pennsylvania—-

eurrifigl. o . s v o oaw s

Cancellation of proposed procurements of buses
and related equipnicut and services under an
urban mass (ransportation demonsiration

© grant, because the time remaining in the
‘testing pc-riod_wa's not sufficient under the
guidclines to develop patronage for experi-
mental ruixtcs?v'l‘ransmrlaliun (nonrecur-
TSRSl S 8 Ve o T w

Estimated racings

$918, 000

407, 000

200, 000

543, 000

390, 000

97, 000

894, 000

270, 000

Action taken or planned

Recovery of unused grant funds and the dis-
allowance of expenditures which were not
authorized by Teacher Corps guidelines-
Health, Education, and Welfare (nonre-
curring). ;

leduction in Medicare funds paid for drug and
medical supply costs at two hospitals, because
of changes made to comply with the Social
Security Adininistration’s prescribed method
for computing such costs—Health, Edu-
cation, and Welfare (nonvecurring) .

Deerease in grant which had been approved in
an excessive amount because of the Eco-
nomie Development Administration’s ac-
ceptance of overvalued asscts as a portion of
project costs—Commerce (nonrecurring) . .

Utilization of U.5.-Owned Foreign
Currencies:

Savings resulting from the restoration of Indian
rupees ercon=ously charged 1o the tourist
conversion account and made available for
purchase by U.S. civilian and military per-
sonnel and their dependents—State De-
partment (nonrecurring) . . . .

Savings resulting from the sale of excess U.S.-
owned local currency to a U.S. financed
contractor in India—Ageney for Interna-
tional Development (nonrecurring) . . . .

Savings resulting from payment of international
postal debt with U.S.-owned excess foreign
currency —Post  Office Department  (non-
recurring) . . . L. . . . SR

Manpower Utilization:

Conversion of 75 Coast Guard military billets
not requiring ilitary skille or military
duties to civilian positions—Transportation
(estimated annual savings) . . . . .

Revenues:

Increase in imterest revenues resulting from
change made by the Commodity Credit
Corporation in its basis for computing in-
terest on agricultural price-support loans—
Agriculture  (nonrecurring indeter-
minable future savings) . . . . . ., .

and

Additional revenue from revised rates for
transmitting non-Federal power over the
Federal  power

Interior (estimated annual savings) . .

transmission  system--
Implementation of increased billing rates to
recover full cost of services rendeved under
open-heart surgery sharing agreements with
medical schools and  hospitals—Veterans
Administration (estimated annual savings) .

SECTION 11

Estivated yarings

$67, 000

26, 000

18, 000

378, 000

200, 000

48, 000

123, 000

570, 000

167, 000

82,000
147



SECTION It

cAction taken or plansied

Revenues—Continued

Additional revenues  derivee.  Jrom  revised
policies and procedures fo: appraising and
selling marginal timber us:d for low-grade
plywood or pulpwood—Interior (estimated
annual savings) . . . . . . L . . . .

Increase in fees charged nongovernment cus-
tomers by the National Burean of Standards
for electronic calibration services—Caomn-
meree  (nonrecurring and indeterminable
future savings) . . . . .

Other Items:

ision of
procedures for establishing rice export sub-
sidy rates—Agriculture (nonrecurring and
indeterminable future savings) .

Adaoption of a different policy and revi

Cancellation of four new open-heart surgery
centers because of insufficient caseloads to
provide heart surgery teams with the work
to.develop and maintain their skills at the
highest level—Veterans Administration (es-
timated annual savings, $328,000; nounre-
curring, $260,000)

Recognition by the Corps of Engineers of reim-
bursable power costs, which had not been
included in the Government’s power invest-
ment, o be répaid to the Government—
Army (nonrecuwrring) . . . . .

Revisions of operating procedures and con-
struction specifications resulted in increased
effectiveness of property rehabilitation pro-
grams in Pennsylvania—Housing and Urban
Development (nonrecurring and - indeter-
minable future savings) .

Discontinuance of surety bond premium costs
~and a corresponding reduction in adminis-
trative expense resulting from the Post Office
Department  becoming a self-insurer for
mail -loszes by its customers—Post Office
Department (estimated annual savings) .

Declaration of a tender and various items of
floating plams by the Corps of Enginecrs as
excess, thus saving maintenance and re-
placement costs—Army (nonrecurring) .

Savings resulting from elimination of unneces-
sar':v_ forwarding to Denver, Colo., for audit
of medical service claims paid by contractors
of the Office of Givilian Health and Medical
Prograln—]jcfmse (estimated annual sav-
INEAY s R N e et . et
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Fstimated sarlugs

$70, 000

60, 000

22, 900, 000

588, 00

344, 000

280, 000

262, 000

170, 000

150, 000

Actlon taken or planned

Disposal of the case files of registrants aged 35
years or over who arc no longer-liable for
service in the Armed Forces, resulting in
savings in personnel costs, warchouse space,
and equipment—Selective Service System
{estimated annual savings) . . . . .

Reduction in operating costs and investment in
equipment by consolidating calibration and
r2pair activities at the Madrid, Spain, wrack-
ing facility—National Aeronautics and Space
Administration (estimated annual savings,
$25,000; nonrecurring, $50,000) .

Savings in clectric power costs in Germany by
installation of devices to reduce reactive
current—Defense  (estimated annual sav-
ings) . . . .

Discontinuance of practice of purch-lsll‘lg title
evidence on home properties managed and
sold for the Department of Defense—
Housing and Urban Development  (esti-
mated annual savings) . . . . . . . L.

Savings by discontinuing leases on  little-
used telecommunication terminals—Arny
$11,000; A Force $24,000 (estimated
anoual savings) . . . . . . . . . L

Recovery of a contractor’s uncarned targen fee,
and elimination of its unearned incentive
fee—National Aeronautics and Space Ad-
ministration (nonrecurring)

Reduction of subsidy paymients under the sugar
program, through establishment of reliable
procedures for determining what constitutes
a farming operation and through improved
monitoring of farm constitutions (a farming
operation would be subsidized at a greater
rate il the operation were constituted as
separate farms rather than as a single one)—
Agriculture (estimated annual savings)

Increase in revenuces from the sale of cotton as a
result of basing the minimum acceptable
sales price for extra-long staple cotton on the
laan rate in effect for the State in which the
cotton i stored— Agriculture (estimated
annual savings) . . . . . L L L. L.

Cost of refurbishing the Office of the Secretary
of the Interior was limited to the maxinum
amounts  allowable under  the Federal
Procurement Regulations and the Federal
Property Management  Regulations—Inte-
rior (nonrecurring), . . . i

Savings resulting from more cffective  utili-
zation of leased family hnusing—:\ir Farce
(nonrecurring) .. . .. . %

Taotal other measurable sav mgs .

Fstima'ed savings

$110, 000

30, D00

46, 000

35, 000

32, 000

24, 000

16, 000

11,000

7, 000

243, 027, 000
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Additional Financial Savings Net Fully or Readily Measurable

Many significant financial benefits to the Government, either one-time savings or recurring savings, that
are attributable to the work of the General Accounting Office are not fully or readily measurable in financial
terms. These benefits result from actions that are taken or that are to be taken by the Congress or the departments
and agencies to eliminate unnecessary expenditures or to otherwise correct deficiencies brought to light in GAO’s
audit reports. Some examples of these actions identified during the fiscal year 1971 are described below.

Reduction in Costs of the Medicare Program Due
to a Change in the Method of Apportioning Hospital
Costs

In a review of the Medicare program, GAO noted
that some fiscal intermediaries had delayed making final
settlements with hospitals for reimbursement costs
under Medicare. Fiseal intermediaries serve under con-
tract with the Social Security Administration (SSA),
Department of Health, BEducation, and Welfare
(HEW), to make Federal payments to institutions for
health services provided to Medicare paticnts.

Delays in making final settlements with hospitals
were due in part to questions raised concerning the use
by hospitals of the combination method—one of two
methods for apportioning Medicare costs. Use of the
combination methed resulted in the inclusion of private
room costs, not covered under the program, and certain
delivery room costs, not applicable to Medicare pa-
tients. In response to questions raised by the inter-
mediaries, the HEW Assistant General Counsel for
Health Insurance in November 1967 pointed out to
S5A that the inclusion of private and delivery room
costs in the reimbursement formula was inconsistent
with the law.

GAOQ’s analysis of a sample of cost reports for hos-
pitals in 32 States and Puerto Rico showed that use of
the combination method resulted in reimbursements
amounting to about 4 percent higher than reimburse-
ments under the other method. GAO estimated that
elimination of the use of this method would reduce
Medicare payments to hospitals by between $100 mil-
lion-and $200 million annually.

" In a February 1970 report to SSA, the HEW Audit
Agency recommended that the combination method be
eliminated or modified, but in April 1970 SSA replied
that although it would study the matter, it did not

agree with the recommendation because of the impre-
ciseness of any apportionment method.

At their request, GAO furnished congressional com-
mittee stafls with its analysis of the difference in costs
resulting from use of the two reimbursement formulas,
and on February 19, 1970, in public hearings before
the House Subcommittee on Intergovernmental Rela-
tions, HEW witnesses were questioned about the GAO
findings. Also, on February 26, 1970, in public hearings
before the Senate Finance Committee dealing with
serious cost overruns under the Medicare program,
HEW officials were further questioned about their
justification for the continued use of the combination
method in view of GAQ's findings.

The method continued to be authorized, however,
and in June 1970 GAO informally proposed that the
Secretary of HEW discontinue or modily its use. HEW
responded in a letter dated September 28, 1970, that
S5A had been intensely studying the combination
method as part of its complete reexamination of
Medicare cost reimbursements.

GAQO's findings were also niade available to the
Senate Finance Committee which was then considering
Medicare reimbursement matters in connection with
its deliberation on proposed Social Security auend-
ments. In its December 11, 1970, report the Senate
Finance Committee stated that:

Both the Comptroller General of the United States and
the HEW Audit Agency have recommended that the use of
the combination method should be eliminated beeause certain
pediatric and obstetrical costs are included in the total ancil-
lary service costs against which the Medicare portion of -
charges are applied to arrive at program’ reimbuisement
* * % There are no rational grounds for preserving the
unintended reimbursement of such costs where it is feasible
to avoid such payments. Furthermore, the statute requires
that Medicare pay only for the actual costs associated with
the elderly.
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In January 1971, HEW advised GAQ that, in ac-
cordance with an agreement with the Senate Finance
Committee, a decision had been made  discontinue
the use of the combination method for .arger institu-
tions. In testimony before a subcommittee of the House
Committee on Appropriations, HEW estimated that
the change would save $100 million in Medicare costs
for fiscal vear 1972,

GAQO's review of formulas for reimbussing institu-
tions under the Medicare program and its assistance
to the Congress in the matter contributed stibstantially
to the estimated annual savings of §100 million in
Medicare costs. However, the exact amount attribut-
able to GAQ's efforts is not readily measurable,

Cancellation of Plans To Procure Four Deep Sub-
mergence Rescue Vehicles

In 1964 the Chicl of Naval Operations authorized
thie development of the deep submergence rescue vehi-
cle (DSRV) and established a requirement for six
vehicles, At the time of GAO's review, the Navy had
purchased two vehicles and was planning to request
funds to purchase four more. GAO questioned whether
the cost of the four additional vehicles was warranted
by the marginal increase in effectiveness of rescue
operations the vehicles would provide and, in May
1969, proposed that the Secretary of Defense evaluate
the estimated cost of the four vehicles in relation to
their estimated usefulness. GAO's findings were con-
sidered in congressional hearings on the military
budget, and the issuc of need for the additional vehi-
cles was also raised by the Subcommittee on Economy
in Government of the Joint Economic Committee,

Subsequently the Navy informed GAO that it was
conducting a study of the matter. In its report of
December 3, 1970, the study group concluded that
only the two vehicles already purchased were needed
and the Navy canceled its plans to purchase the four
additional vehicles. The Navy estimated that the
four vehicles would have cost nearly $300 million to
purchase and about $17 million annually to operate.

Significant Reduction in Production of Materiel
Prior to Completion of Development and Testing

‘The production and operational use of new materiel
by the military departments prior to completion of
development and testing is commonly referred to as
“concurrent development and production, or simply
concurrency. In the Army, concurrency is authorized

150

by a “limited production” (LP) classification. ltems
still under development are so classified when there
is an urgent operational requirement for the item
which cannot be met by an existing item. The LP
classification and subsequent renewals authorize pro-
curement only in the quantities and for the purposes
approved by the responsible element of the Army
General Staff.

GAQO found that howitzer ammunition under devel-
opment, which had been given an LP classification for
1 vear, was still being procured 314 vears later without
the required authorization to coniinue procurement
under the LP classification. GAQO noted also that the
LP classification was not limited to items for which
there were urgent operational requirements. In June
1969 GAO suggested that the Army review all LP
items controlled by the Army Munitions Command,
enforce its regulation requiring that LP items be pro-
cured and used only for the specific urgent require-
ments for which procurement had been approved, and
enforce its requirement for justification of need to
renew LP authorizations,

In response to the suggestions, the Army informed
GAO that it was conducting a special review of LP
procurements. Subsequently the Army informed GAO
that the funding for LP procurements had dropped
from $990.3 million in fiscal year 1969 to $72.1 million
in fiscal year 1971—-a reduction of $918.2 million. Al-
though the phasedown of activities in Vietnam reduced
the sense of urgency and was a contributing factor in
the reduction of LP procurements, the Army stated
that GAQ's suggestions were a major factor in the
reductions.

Reduction in Procurement of the Shillelagh Missile

The annual report of the Comptroller General for
the fiscal year 1970 pointed out that congressional
consideration of GAO’s findings in a review of the
development and production of the Sheridan weapon
system (a tank-like, armored, reconnaissance/airborne
assault vehicle) was an important contributing factor
in the reduction of $57.6 million in the fiscal year 1970
appropriation of funds for continuing production of
the Sheridan weapon system. :

The Sheridan was designed to fire several types of
152mm ammunition, including the Shillelagh issile.
The Army advised GAO that becaunse of the cutback
in production of the Sheridan, the fiscal year 1971



procurement of the Shillelagh missile had been re-

duced by $37.9 million.

Savings in Transportation Cosis by Avoiding Un-
necessary Shipments of Supplies to Vietnam

GAQ's continuing review of the phasedown of U.S.
military activities in Vietnam showed many oppor-
tunities [or savings in transportation costs by avoiding
annecessary shipments of supplies to Vietnam from
the continental United States or from intermediate
supply points. In response to GAQ’s recommendations,
new procedures were established or existing procedures
were strengthened for (1) canceling requisitions issued
by units being inactivated or redeployed, (2) inter-
cepting requisitions issued by units scheduled to be
inactivated or redeployed (hy senior officers with ad-
vance information on planned schedules), and (3)
insuring maximum consideration by the Military As-
sistance Command in Vietnam of the excess supplies
and equipment already on hand in Vietnam and avail-
able for transfer to meet the requirements of the Viet-
namese Armed Forces.

Production of the Army's Tactical Fire Direction
(TACFIRE) System Deferred Pending Completion
of Test and Evaluation

At the request of the chairman of the House Com-
mittee on Appropriations, GAO made a review of the
Army's acquisition of its Tactical Five Direction (TAC-
FIRE) system. Under the terms of the total package
procurement contract for the TACFIRE, the Army
was committed to make a decision, at a point in time
which would not have permitted completion of test
and evaluation, as to whether to proceed with produc-
tion. (A *“total package procurement” is the acquisi-
tion of equipment .nder a single contract which
contains price, performance, and schedule commit-
ments for the development, production, and spare-
parts support of the equipment.) In its report to the
chaivman of the House Committee on Appropriations,
GAO suggested the possibility of modifying the con-
tract to defer the production decision until after com-
pletion of test and evaluation.

The Army included $17.5 million for the production
of the TACFIRE in its budget request for fiscal year
1971. These funds were appropriated. However, the
House Committee on Appropriations directed the
Army to defer its decision on production of the TAC-
FIRE until fiscal year 1972,
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Increased Effectiveness of the Central File of Active
Research and Technolegical Work Maintained by
the Defense Documentation Center

The Department of Defense (DOD), through its
Defense Documentation Center, maintains a central
file of active research and technological work. The
central file was established to provide project man-
agers, scientists, and engineers in DOD with current
information on the work in process in DOD and the
National Aeronautics and Space Administration in
order to avoid costly duplication of unnecessary re-
search efforts and to speed the development and im-
provement of defense material and equipment. Most
of the data are hrst processed into machine-readable
form at data banks of the Army, Navy, and Air Force
and then forwarded to the central file.

GAO noted that the file did not have information
on all research and technological work being actively
performed by DOD and that much of the data in the
file was out of date because changes in the status of
the work had not been reported on a current basis.
GAO recommended that the Secretary of Delense
require the issuance of guidelines which would help
the organizations reporting to the Defense Documen-
tation Center to establish a method of monitoring the
data reported to insure that such data are current
and complete. The Office of the Director, Defense
Research and Engincering, advised GAO that DOD
concurred in the recommendation and outlined the
implementing steps taken or planned. The Navy's im-
plementation of local procedures reduced its percent-
age of work that had not been updated from 66 percent
in October 1969 to 6.5 percent in July 1970.

Savings Through the Use of Government Motor
Pools in Lieu of Rented Cars

GAQO's review of about 3,200 travel vouchers for
commercial car rentals in the Navy showed that, in 77
percent of the cases, it would have been more eco-
nomical to have used cars from the motor pools of the
General Services Administration {GSA). One of the
deterrents to such use was the Civil Service Cominis-
sion requirement that the Government traveler have
a driver's identification card to obtain a car from a
GSA moter pool. GAO recommended that the Secre-
tary of Defense request the Civil Service Commission
to waive the requirement. The Civil Service Commis-
sion complied and in January 1971 amended the Fed-
eral Personnel Manual to permit a Government
traveler to operate a GSA car without a driver's identi-
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fication card provided he has a valid State driver's
license.

Cancellation of a Program To Train Senior Military
Oificers To Fly Rotary Wing Aircraft

GAQ questioned the need of a program, instituted
by the Army, to train selected senior officers (generals,
colonels, and licutenant colonels) for rotary wing flight
training at the same time that the Army was reducing
its program for training of regular helicopter pilots.
This matter was brovght to the attention of the House
Committee on Appropriations. The committee deleted
all funds for this purposs ($1 million) from the 1971
appropriation bill and directed the Army to cease
training senior officers to fly rotary wing aircraft.

Discontinuance of Improper Transportation Pay-
ments to Navy Personnel

Navy personnel assigned to a ship being overhauled
at a place other than the home port, and whose de-
pendents reside at the home port, are entitled to
periodic round-trip travel to the home port (37 U.S.C.
406b) . GAO noted that 108 men assigned to the U.S.S.
YORKTOWN were paid $6,200 for round-trip travel
from Boston, Mass., where the ship was being inacti-
vated, to Norfolk, Va., the ship’s home port. The Con-
gress did not intend that this benefit be extended to
personnel assigned to ships being inactivated,

The Comptroller General advised the Secretary of
Defense that thers was no legal basis for such payments
and that no further payments should be made. In
February 1971 the Secretary of the Navy instructed
Navy comnands that personnel are not entitled to
trensportation to their home ports when their ships are
being inactivated.

Utilization of Cargo Space on Aircraft Controlled
by the Military Airlift Command

In August 1970, GAO reported to the Congress that
optimum utilization of cargo and passenger flights con-
trolled by the Military Airlift Command had not been
achieved and available cargo capacity in the belly com-
partments of aircraft had been left largely unused.
GAO estimated that there had been sufficient unused
space in the belly compartments of aircraft to accom-

“modate an additional 20 million pounds of cargo an-
nually. The cost of procuring an equivalent amount of
cargo airlift would have been about §11 million.

The Department of Deflense agreed with GAO'’s
findings. But, because of reduced cargo movements to
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Southeast Asia, GAO could not determine the savings
that will result.

Savings Through Centralized Control Over Pro-
curement of Overseas Air Passenger Transportation

GAQ reported to the Congress in July 1970 that
there was a need for the Department of Defense
(DOD) to establish centralized control over the pro-
curement of overseas air passenger transportation to
climinate the -innccessary purchase of seats on com-
mercial flights, GAO estimated that savings of $4 mil-
lion could have heen realized during fiscal year 1968
il DOD travelers had used the unused passenger
capability of the Military Airlift Cemmand instead of
commercial air transportation.

DOD agreed with GAO's finding and stated that
corrective measures had been taken. The amount of
future savings that will result from such corrective
measures could not be determined from available data.

Development of Official Data on Rice Exports for
Use in the Administration of the Rice Export
Program

The Commodity Credit Corporation (CCC), in ad-
ministering the Rice Export Program, needed to ob-
tain {rom Federal sources information on domestic rice
production, sales, and inventorics, by major types of
rice—long-grain, medium-grain, short-grain, and
mixed rice. In the absence of Federal information of
this type, CCC relied primarily on unofficial estimates
and inadequate information for decisions as to the
types of rice to be included in the Public aw 480 ex-
port pregram. GAO found that increased export
program costs resulted from the lack of needed
information.

GAO estimated, that, in crop years 1965 and 1966,
about 6.4 million cwt. (hundredweight) and about 2.3
million cwt., respectively, of the more costly long-grain
rice was shipped to foreign countries under the Pub-
lic Law 480 export program, although according to
information obtained by GAO, most Public Law 480
foreien recipients preferred medium-grain rice. The
average cost for long-grain rice under Public Law 480
was about $1 per cwt. higher than iedium-grain rice
for the same years. Also, the export subsidy rates for
long-grain rice were about twice as high as those for
the mediwm-grain type. GAQ believed that the avail-
ability of official data on rice exports by types could
have been of assistance in reducing the amounts of the
more costly long-grain rice which were actually ex-
ported to the Public Law 480 foreign recipients.



Following GAQO’s inquiry, the Administrator, For-
eign Agricultural Service, recommended to the Direc-
tor, Bureau of the Census, Department of Commerce,
that the monthly report of domestic exports of rice
from the United States be revised and that subclassifi-
cations be established and reported monthly for long-
grain, medium-grain, shert-grain, and mixed rice. In
GAO's opinion, improved administrative decision-
making and substantial savings would be realized
through availability of the requested official rice ex-
port statistics. The amount of such savings, however,
is not readily determinable.

GAOQO was informed that the Burcau of the Census
began to report rice exports as requested and, in ad-
dition, export sales reports from CCC’s Kansas City
office became available on a timely basis.

Potential Economies Through Use of Government
Supply Sources by HEW Grantee Institutions

Grantees of the Department of Health, Education,
and Welfare (HEW) had not been authorized to use
General Services Administration’s (GSA)
sources in the procurement of equipment and supplies
needed for the activities financed under the grant. In

supply

several instances GAQ's reviews of various grant pre-
grams administered by the National Institutes of
Health indicated that savings could have been realized
if the grantces had used the GSA supply sources for
supplying and equipping the grant project.

Because of the potential economies, GAO brought
the matter to the attention of HEW. In October 1970,
HEW authorized grantees to make use of GSA sources
of supply or services when it was in the best interest
of the Government and the grantee.

Improved Local Capacity To Plan, Develop, and
Manage the Model Cities Program

GAO noted, as a result of its review of Federal
agency coordination and participation in the Model
Cities program, that certain city demonstration agen-
cies (CDAs) were reporting project data (work prog-
ress and accrued costs) to the Department of Housing
and Urban Development (HUD) only on projects
funded totally, or in part, with HUD supplemental
funds and were not collecting data and reporting on
projects which were funded from other Federal, State,
and/or local sources. GAO noted also that there had
not been established at the Federal headquarters level
an -interagency group to assist CDAs in obtaining
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from the local operating agency level pertinent infor-
mation on model neighborhood related projects.

GAO believed that data on model neighborhood
related projects—regardless of [unding source—were
essential to the local decisionmaking process and would
be of assistance to CDAs in the formulation and imple-
mentation of a truly comprehensive demonstration-
type program, as was cortemplated under the basic
model cities legislation.

HUD stated that it would teke several actions rela-
tive to the GAO recommendations. These actions in-
cluded the (1) implementation of a large-scale man-
agement assistance program to provide sustained onsite
help to model cities, (2) issuance of a memorandum to
model cities reemphasizing the importance of main-
taining information on all projects—regardless of fund-
ing source, and (3) exploration of the [easibility of
cstablishing a more effective interagency working
group.

Strengthened Procedures Concerning Economic
Feasibility Determinations of Rental Housing
Projects Approved for Mortgage Loan Insurance

In a survey of the mortgage insurance program for
rehabilitation of housing projects at the Department
of Housing and Urban Development (HUD) Area
Office, Boston, Mass., GAQO noted that (1) projects
did not include a sufficient number of contiguous row-
house properties (the cost of rehabilitating scattered
structures has been estimated to cost from $2 to $3
per square foot more than projects containing a num-
ber of contiguous structures), (2) requests for con-
struction changes had been submitted for approval
after work was completed, (3) homemaker-training
programs were not developed for residents of rehabili-
tated projects, (4) required annual physical inspecﬁohs
of completed rehabilitation projects generally were not
accomplished, (5) documents did not contain a nota-
tion that the *as is” value of acquired property did not
exceed the fair market value as determined by com-
parable studies, and (6) the files for some completed
rehabilitation projects did not contain the annual state-
ments of profit and loss as well as income and operat-
ing expense analysis documents.

The HUD Kegional Administrator advised that the
Area Office will direct its efforts toward the develop-
ment and insurance of projects with contiguous build-
ings when required, and accepted the other GAO
recommendations. Savings resulting from the changes
in policies and practices cannot be readily determined.
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Conversion of Military Billets to Civilian Positions

GAO proposed that the Coast Guard implement a
program that would convert military billets, essen-
tially civilian in character, to positions that could be
filled by civilian personnel. GAO estimated that there
were 361 positions that could be filled by civilian per-
sonnel in accordance with Coast Guard's ¢riteria. Con-
version of these military bil'ets to civilian positions
could eventually result in considerable savings and
would make military personnel available to fill mili-
tary hillets.

As a result of GAO's review, the Coast Guard con-
verted 75 of the 361 military billets to civilian positions.
(See p. 147} Additional conversions were planned for
fiscal year 1972,

Instructions Issued To Evaluate Agency Need for
Landholdings

GAO noted that the Coast Guard had been retain-
ing a considerable amount of land which appeared to
be excess 1o its needs and that a program for system-
atically reviewing its landholdings had not been devel-
oped. Tt was proposed that each Coast Guard district
office set up a review program to evaluate the con-
tinuing need for landholdings and that Coast Guard
Headquarters furnish the necessary guidelines for im-
plementing such a program, GAQ proposed also that
the Commandant dispose of land cited in the report
which, upon review, proved to be excess to Coast
Guard needs.

Asa result of GAQ's review, the Coast Guard issued
guidelines for implementing a program for system-
atically and continuously reviewing its landholdings
and began to dispose of the property.

Improved Management of Equipment

In a review of the management of equipment by
Atomic Energy Conunission (AEC), GAO noted that
the Commission’s onsite reviews ai some field loca-
tions were too limited in number and/or scope to
permit an adequate evaluation of equipment man-
agement activities of AEC field offices and contractors.

In response to GAO's recommendation, AEC re-
quested its field office managers to place more emphasis
on onsite reviews. Consequently, AEC operations office
managers have been personally conducting frequent
walk-through- inspections.

According to AEC these inspections along with in-
creased overall empliasis on equipment management
activities have had a significant impact on identification
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and disposal ol equipment considered excess to con-
tractors’ needs. This identification of excess equipment
can preclude the purchase of similar equipment by
other contractors,

Adjustment of Reserves for Federal Employees
Health Insurance

Pursuant to the Civil Service Commission’s contract,
the carriers of the Service Benefit Plan--Blue Cross
and Blue Shield for Federal Employees—maintain a
special reserve to provide for possible future operating
losses. Because changes in premiwm raies are based,
in part, on the balances in the special reerve, the
carriers maintain separate special reserve accounts for
the high and low insurance options.

GAO’s review of the special reserves indicated that
the balances for the high options were understated and
that the balances for the low options were overstated
because the carriers’ method of allocating investment
income among these reserves had not resulted in dis-
tributing investment income in proportion to the
sources of funds invested to earn such income. GAO

proposed that the Commission initiate action toward

the adoption of an allocation method that would re-
sult in reasonable and equitable distributions of in-
vestiment income between the high- and low-option
reserves and suggested that this revised method take
into consideration the estimated amounts required for
paviment of future benefit claims and the estimated
amounts of premium income earned but not received
from the Commission.

The Chairman of the Commission stated that GAO's
sugeested allocation medhod had been discussed with
the carriers who had agreed to use it commencing with
calendar yvear 1969, GAO later suggested to a respon-
sible official of the Commission that the revised alloca-
tion method should be applied retroactively for each
vear since inception of the plan, because premium rates
would otherwise continue to be based, in part, on the
prior inequitable allocations of investment income. The
official agreed to discuss the matter [urther with the
carriers and, in a letter to GAO dated June 29, 1971,
he stated that the carriers had retroactively adjusted
the reserves for all prior vears by transferring a total
of $3,928.670 from the low-option reserves to the high-
option reserves.

A precise determination cannot be made of the ulti-
mate effects of the transfers between the low-option
and high-option reserves, because many factors in ad-
dition to reserves are taken into consideration in estab-
lishing premium rates. GAO noted that the- transfers.




were made prior to the end of calendar year 1970,
but aflter premium rates had been established for 1971.
GAO noted also that at December 31, 1970, the low-
option reserves had a balance of $75.4 million and
that the high-option reserves had a deficit of $84
million. Consequently, the transfers from the low-
option reserve should have the effect of either reduc-
ing or curtailing increases in the 1972 high-option
premium rates, about 40 percent of which are payable
by the IFederal Govermment.

More Effective Use of Grant Funds for Constructing
Municipal Sewage Treatment Plants

GAO's examination into the effectiveness of the
Envirommental Protection Agency's (EPA) (formerly
the Federal Water Quality Administration) construc-
tion grant program for abating, controlling, and pre-
venting water pollution showed that the program had
been adinistered for the most part on a first-come-
first-served or readiness-to-proceed basis. Little con-
sideration had been given to the immediate benefits
to be attained by the construction of individual treat-
ment plants. As a result, the benelits were not as great
as they could have been because waste treatment facil-
ities had been constructed on waterways into which
nearby major polluters continued to discharge un-
treated or inadequately treated wastes.

During fiscal years 1957 through 1971, EPA awarded
more than 11,000 grants totaling $2.2 billion for the
construction of waste treatment [acilities estimated to
cost $10 billion. At June 30, 1971, the Congress was
considering proposed legislation that would authorize
Federal grants totaling $6 billion over the next 3
years for the construction of [acilities estimated to
cost $12 billion.

In a report to the Congress, issued in November
1969, GAO recormmnended that the Statzs, in estab-
lishing priorities for the construction of waste treat-
ment facilities, and EPA, in approving grants [or such
construction, give consideration to (1) the benefits to
be derived from the construction of the facilities and
(2} the actions to be taken. or planned to be taken,
by other polluters on the waterways.

The Agency agreed with GAO’s recommendations
and revised its regulations in July 1970 to require
that no Federal grant be made for a municipal waste
treatment project unless that project is included in
an effective basin-wide plan for pollution abatement
consistent: with water quality standards. The basic
objectives of this revision are to provide a cost effective
abatement plan for protecting existing and projected
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water uses, to provide an overview of the total water
and related land resowrces of the basin, and to insure
that the investment will be supplemented by actions
to abate othier sources of pollution.

improved Operation and Maintenance of Municipal
Waste Treatment Plants

During fiscal years 1957 through 1971, the Envivon-
mental Protection Agency (EPA) (formerly the Ted-
eral Water Quality Administration) awarded grants to
States, municiv-lities, and intergovernmental agencies
of about $2.2 hillion for the construction of about
11.000 waste treatment projects having a total esti-
mated cost of about $10 billion. In addition, it is
estimated that over $200 million is expended annually
by local governments to operate and maintain waste
treatment plants.

In September 1970, GAO reported that operation
and maintenance problems [or municipal waste treat-
ment plants had been widespread for many years and
had resulted in inefficient plant operations. These
problems resulted from a lack of qualified operating
personnel, inadequate controls over industrial wastes,
and inadequate design or lack of adequate equipment.

The Agency amended its regulations Lo require as-
surances irom (1" gra t applicants that possible harm-
ful industrial wastes receive pretreatinent prior to
discharge into municipal sewage systems and (2)
State water pollution control agencies that newly com-
pleted facilities would be mspected at least annually
for the first 3 years and periodically thereafter. The
Agency also prepared guidelines dealing with plant
design and operation and maintenance, and established
an operation and maintenance function in each region
1o assist the States in developing their own programs.

(GAO believes that the improved operation and
maintenance of existing municipal waste treatment
facilities may, in some cases, improve performance
cnough so as to eliminate the necessity of additional
capital expenditures to obtain higher pollutant removal
rates. In addition, the requirement that industry pre-
treat its wastes which eould be harmful to municipal
treatment plants should preclude the need for Federal
grant funds to provide the pretreatment at the munic-
ipal plants,

Utilization of the ADP Management Information
System To ldentify Opportunities To Redistribuie
Excess ADP Equipment

Public Law 89-306, apprm‘c(l Qetober 30, 1965,
established a Government-wide program for the efhi-
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cient and economical use of automated data process-
ing {ADP) equipment under the General Services
Administration (GSA) subject to fiscal and policy
control of the Office of Management and Budget. In
April 1967 a Government-wide ADP management in-
formation system was established to provide informa-
tion. nceded in meeting the requirements of Public
Law- 89 -304.

In a review of GSA's activities in the redistribution
of the Government’s excess ADP equipment, GAO
noted that GSA was relying on the use of excess equip-
ment bulletins to identify opportunities to redistribute
equipment rather than the ADP management infor-
mation system.

Using data in the ADP management information
system, -GAQO pointed out instances where between
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August 1967 and June 1970, ADP equipment was
rented at a cost of $920,000 while similar excess Gov-
crnment-nwned ADP equipment was not being used.
GAO suggested that GSA emphasize the use of the
ADP management information system to identify op-
portunities to redistribute excess ADP equipment
rather than rely on agencies’ requests for cquipment
advertised in the excess equipment bulletins,

GAO was informed in January 1971 that an ADP
management information systern report had been pre-
pared showing the ADP equipment rented from one
major supplier. In May 1971, GAO was informed
that the initial report had been found to be quite help-
ful for redistributing excess ADP equipment and that
other reports showing equipment rented from seven
additional suppliers had been prepared.
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Savings and Benefits to Others

Savings and benefits to others consist of realized or potential benefits other than those directly to the Govern-
ment, which arc attributable to action taken or planned on findings developed in GAO's examination of agency
and contractor operations. The more significant savings or benefits to others identified during the fiscal year are

described below.

Balance-of-Payments Benefits Achieved Through
an Increased Agricultural Barter Program

Economic betterments are benefits to the U.S.
economy. An example of this type of benefit is described
in a report to the Congress in May 1968. GAO recom-
mended to the Department of Agriculture that existing
administrative constraints on barter transactions be
relaxed in order to permit an increase in agricultural
exports  which would benefit the U.S. balance-of-
payments position.

In a followup report to the Congress in February
1971, GAQ stated that the Department of Agriculture
had taken ce:tain actions to increase agricultural ex-
ports through the barter program. These actions in-
cluded (1) increasing the barter program by increasing
the barter premium that the Department was willing to
pay, (2) including additional free market stocks to
the list of commodities eligible for barter, and (3)
revising the destination list to which these commodities
could be exported. As a result of relaxing the barter
constraints by the Department, barter contracts for the
first half of fiscal year 1971 had reached the highest
dollar amounts in the history of the program.

For fiscal vear 1970 there were $429 million worth
of barter contracts awarded, and for the greater part of
fiscal year 1971 the amount was $885 million. A com-
parison with the fiscal year 1969 total of $181 million
shows an advantage to the U.S. balance-of-payments
position of about $952 million during the fiscal years
1970 and 1971.

Elimination of Unnecessary Handling of Butter

GAO noted that large quantities of butter offered
for sale to the Commodity Credit Corporation (CCC)
under the price-support program were located in ware-
house cooler or freezer space. After purchase, CCC

was required to pay handling charges ranging from
17 cents to 30 cents a hundredweight to transfer the
butter to Government freczer space. The handling
charges could have been avoided il vendors had
dirccted the butter to Government [reczer space before
offering it for sale to CCC,

In response to GAQO recommendations, CCC revised
its price-support regulations, effective April 1, 1970,
to provide for reimbursing vendors who had placed
butter directly in Government freezer space, in an
amount not to exceed the in-and-cut handling cost
that CCC would otherwise be required to pay. This
change enabled the vendor, by placing butter directly
in Government freezer space, to avoid the in-charge
which he would have incurred by placing butter in
cooler or freezer space before offering it to CCC for
purchase.

CCC purchases of butter at warchouse locations
during the 8-month period subsequent to the change
totaled about 102 million pounds. Most of the butter
was located in Government freezer space at the time
offered for sale and did not require subsequent han-
dling. The elimination oi the subsequent handling con-
sequently reduced the cost to the dairy industry at no
increase in cost to CCC. GAO estimated that annual
savings to the dairy industry would total about $152,-
000, which represented the approximate cost of extra
handling that was eliminated. In addition, the revision
resulted in several improvements that directly benefited
CCC operations; however, the related dollar savings
of these benefits were not readily determinable.

Reducing the Cost of Insurance to Servicemen
Under the Servicemen's Government Life Insurance
Program

The law authorizing the servicemen’s group life in-
surance program (38 U.S.C. 701) provides that mem-
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bers covered by the program bear the cost of normal
mortality claims and that the Government bear the
cost of mortalities traceable to the extra hazards of
war.

GAO's review of the Government's extra hazard
costs under the program showed that although the
Veterans Administration computed the Government's
extra hazard costs in accordance with the formula pre-
scribed by law, the application of the formula re-
sulted in servicemen contributing about $15 million
during fiscal year 1968 for the costs of death claims

traceable to the Vietnam conflict. The legislative his-
tory of the authorizing legislation showed that the Con-
gress intended that the Government bear all mortality
costs traceable to-the extra hazards of war, Therefore,
GAO recommeaded that, in order to implement the
intent of the legislation, the Congress should consider
amendatory legislation changing the formula con-
tained in the Jaw. .

Public Law 91-291, approved June 25, 1970, con-
tained a provision to assure that the Govermmnent hear
all mortality costs traceable to'the extra hazards of war.
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AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1971

N L1

Addressee and date Issued
Referenco Congress  Committees A rency
or Members clals
of Congress
CIVIL DEPARTMENTS AND AGENCIES
Department of Agriculture:
Agricultural Research Service:
Settlement of accounts of accountable officers:
Eastern Administrative Division.................. RN BT R A e S v 10-15-T0
Finance Office, Minneapolis, Minn...... O R A o B e T G O ST o S 1-25-71
Finance Division, New Orleans, La. .. ....ciuioniiiniiimereeioraiians sosiesiniansnsnios A AT 3-15-T1
Selected activities of the Plant Protection Division. . ... e VR R R R 5-18-71
Agricultural Stabilization and Conservation Service and Commodity Credit Cor-
poration:
Objectives of the feed grain program not attained because of inclusion of
npnspricalearal land. . os s il veisivi e diRien el v e va e s 114824  1-12-71 ......coiinaiinn
Audit of Commodity Credit Corporation for fiscal year 1970, ......... ceeen 114824 1-15-T1 c..oioiiniiaaanes
Need for stronger control over sight drafts prepared by State and county oIT'cr.s ............................... 7-16-70
Guides needed for audit of administrative operations in State and county
offices............. i R PR e R s S T L R SR AR vs . 9= 170
Farmers Home Administration:
Savings available to the Government by timing advances of loan and grant
funds with actual cash requirements. . .. ....... ... i it 114873  7-6-70 ...........0 S g
Improvements needed in financial statements of the Emergency Credit Revolv-
ing Fund...... . S —— e 114873 12-30-70 ..... o e W Fiaaa
Procedures and policies on the use of independent auditors should be strength-
BB - s v R A R N R R SR R e 170874 1-22-T1 ... ..ivinniiiinnnin
Financial feasibility of rural water and sewer systems should be checked more
thipoaphbe: 72 S R R A B TR e 114873 4-21=T1 .....ccviiinnirnins r
Nonenforcement of requirements designed to insure the financial soundness
of loans to grazing associations. . ... ...... ..o i ittt 114873 5-27-T1 ..........ontn e
" Information regarding the FHA recreation loan program (request of Congress-
men William Clay, Robert N. C. Nix, Charles C. Diggs, Jr., Augustus F.
Hawkins, John Conyers, Jr., Adam C. Powell, and Congresswoman Shirley ;
Ol ) s mi b s i R e S i e e ¥ 114873 ...cucuuy o B=5-T0 ...vieenn
Need for more specific requirements regarding the types of accounts and records
which organization-borrowers should maintain. . ... ... ... . il i vinasss o 13010
Loan and grant funds provided under the water and sewer program to an
ineligible borrower. .. .. T SR LIs, R R S AR A B b 8- 7-70
Need to revise procedures for appraising nonfarm land for rural housing loans. ... ... ... 8-28-70
"Need 1o revise instructions to prevent unnecessary intevest credits to borrowers
receiving rural Hovalng Toans, . oo vovaasiale famets gl v o s aents aaioss 2 s a ol i s e RS s T 12- 770
Loan -management practices and management information sysiem to be
improved.............. I . A 00 ST ORI i vy srenie, aegedl
Practices followed in establishing and ing for allowances for losses on
QREOUEEHBIEIONR: 1 o:cirv o it s s v b s SRR S AT S RS R A T RS 1 |
Need for closer adherence to existing instructions by counl.y and district super-
visors in making recreational loans to individuals. .. .................... PR R o R e L
159

448-608 0—71—-=12



SECTION 111

Reference Lollue% (.orl Im'n‘s Axcm
or Members ollicials
of Congress

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of Agriculture—Continued
Federal Crop Insurance Corporation:
Audit for fiscal year 1970, ... .. 3 R A T —, s T1AB3E  A-13-T1 anpescnas sweaali e nas
Opporiunities for improving automated systl:m [0r insurance programs ........ L5 £ 24 e PGP Pl et 8-28-70
Torest Service:
Probleins related to restricting the use of motorized cquipment in wilderness
and similar arcas (relaics also to National Park Service, Department of the

T 125053 10-29-70 ............. W .
Funds nppmprmtl:d for roads and trails cnuld bL 1'lsc<l more -fl'ccuvcl)' ........ 125053 1I-20-70 ......oooiiiiiiinans
Increase in annual fees for summer-home-site permits in San Bernardino

National Forest (request of Congressman Richard T, Hanna)............ 152490 ... =070 ..ooiiiin
Alleged nanpayment of wages 1o employees for contract work performed

(request of Congressman Wayne N. Aspinall). ......... .. ... ... PR I 1111 R 12-31-70 ........ .
Settlement of accounts of accountable officers:

_ Forest Products Laboratory, Madison, Wis. .. ... 000 R R R B S R R G-28-71
Region 1, Missoula, Mont. ... ... ........o.oiian. R o R R e e e R 3- B-71
Region 4, Ogden, Utah...................... T R T R T R R S R 2-23-71
Regional Office, Milwaukee, Wis. ... e 7-10-70

Soil Conservation Service:
Settlement of accounts of accountable officers:
State offices:
Galifornia: coiv v avimiiniiwre S R R T ]
o B T R S R R i e e S
GEOVEIA. .. oo
TR OVICIEN e a8 3 M 0
NEEIRRIOEE e v v an 8 5 CERE T o R
Bont B BmA s b i e e S

Headguarters, Washington, DB . o oo s e bonsorss ot sosioesmioh b syess s snmbesnasssoysssymsis
South Regional Technical Service Center, Fort Worth, le:\
Cartographic Division, Hyausville, Md. . ..........
Distribution of Hawch and Smith-Lever Act funds to |1nd gmm. institutions
(request of Congresswoman Shivley Chisholm). o ..o o o V70667 .......... =10=70 ..........

Department of the Army, Corps of Engineers (civil functions):

‘Opportunities for improvement in the development and evaluation of design
alternatives for Federal water resources projects, including projects of the

Bureau of Reclamation, Deparunent of the Interior, ... ... ..., 125045 4-6-71 ... ... .iiinnia,
Adherence to the Small Business Administration’s set-aside provisions in awarding
dredging contracts (request of Congressman Wendell Wyart), .. ... ..., 171051 F. SR 92170 .e e
Need to compute interest expense on net additions to the Frdcr.-l investment in
WOLEE TREQUICEE . PEOJOCKE i vt e s e wmsa s v S ety Sl s e s s A - 6-70
Need to revise procedure for determining the chcral contribution for parmership
WALCT TESOUTEES Projects. .. ovovuueennvon .o U AT R S e DA PBTORE o L s 7-30-70
Settlement of accounts of accountable b . e 5 S b B S S e A oo 10-14-70
< - Need to improve accounting for financial activities of the Missouri River Basin :
ANERATE PrOIECIS . « s v e e e Y S 1) 2-25-71
Improvements to be made in accounts and accounting procedures for Corps of ;
' Engincers multipurpose projects in Federal Columbia River Power Systenmt. ..o ooovvun it 3~ 471

Department of Commerce:

Office of the Secretary:
Need for strengthening administrative procedures and controls over mainte-
_nance of leave and Tetirerentrecords, v .o vvy i ensenaeeestairirene s s e e e e 9-23-70

160



SECTION Il

Addressee and date lssued

Referonee Congress  Commlitives é'ﬁe ney

or Members clals
of Congress
CIVIL DEPARTMENTS AND AGENCIES-—Continued
Department of Commerce—Continued
Economic Development Administration:
More reliable data needed as a basis for providing Federal assistance to eco-
nomically distressed areas (relates also to Manpower Administration, Depart-
ment of Labor).......... N ST i —— e T R T R 133182 5=10-T1 ivnivnnivivininnins
Need for impr nt in the gement information system. .. ........... D R I e 8-21-70
Improvement needed in the management of construction activities.......... S AR B R i, & o momen 10-14-70
Environmental Science Services Administration:
Sale of personal property under exchange-sale authority (request of chairman,
Special Studies Subcommittee, House Committee on Government Opera-
HOnS). s v vivnnns T i R S W S AT S R 169903 .......... T2 cvnesiina .
National Bureau of Standards:
Unauthorized retention in working capital fund of money accumulated for
carned leave of transferred employees............... PR e S i aine 9858 F=10-71 ..covnvmecnmommmess ’
User charges should be established for benefactors of the research associate
DL T 210 6 s s i S R R L T SRS R R R A G A R R S R : 7-30-70
National Oceanic and Atmospheric Administration:
Administration of payroll, leave, and related functions. .................. S R S ety P . 12~ 8-70

Department of Health, Education, and Welfare:

Office of the Secretary:
Action taken to collect certain salary overpayments (request of Scnator Charles
E. Goodell). ........... e R S e R R R R Y POROBL s comniln 10=2-70 ....lv50en
Status of construction of new Howard Unwer.my teaching hospital (request of
Congressman Garner B, Shriver).......oooiiiiiiiiiii i
Procedures and practices for employment of consultants and experts need i
provement (relates also to procedures of Civil Service Covamission)
Food and Drug Administration:

Settlement of accounts of accountable officers, Dallas District OMce. . . ..o ot i e e 6-14-71
Health Services and Mental Health Administration:

Government funds used to develop a computer system for hospitals (request of

Congressman Robert McClory). ... .o 170688 .......... 1= 8=TY .vuvntbuae
Opportunities for savings in cost of medical and surgical care for Indian patients

byuse of Pederal Hospitals, e vossmssss i i ewsms s s sams <o § i ¥ s ey s das da s covwins e 910
Portland Area Office actions for increased use of Federal hospitals for care of

Indian patients. .. .......ooin. o R A S R e R T e 8- 1-70
Opportunities for reducing indirect costs under medical rescarch grants 10-30-70
Questionable disclosure of information developed through use of Federal grant '

BN, 0 i e A AT wascn s wiase s wss:ipnsszon e o RN R AR R ST . 1-12-7
Settlemnent cf accounts of accountable officers: )

Aberdeen -Area Office, Indian Health Servioe: o oo lie we i is s oo b siamee s i s st s sitss s eyt sadas 3-29-71

Public Health Service Hospital, New Orleans, La................. PP R gt S e AP, (e v 10-21-70

National Institutes of Health:

Information gathering and dissemination activities of the National Library of

ERAICIE: S Sl walum e dn i S S ] R 164081(2) 11-830-70 .........coooviivin.
Training grant awarded to the University of California at Los hngcles (request

of Congressman Charles M, Teague)................. Sl B e s 164031(2) .......... 9-18-70 ....... K
Cost incurred in connection with a rock concert sponsored by the Vietnam y

Moratorium Commitice (request of Congressman William  J. Scherle).. 168527 .......... 101470 ...l o
Funds withheld from i iscal year 1970 appropriations for extramural programs

(request of chairman, Senate Committee on Public Warks), .......... P 1 11 1 o A O (1200 2 |1 RPN
‘Administration of contracts and grants for cancer rescarch (request of chairman, :
 Senate Committee on Labor and Public Welfare),......... ... .o, 164031(2) ..... ernes 3= 571 Lo LT



SECTION 111

Addressee and (lnl.c Isstu_d

Reference Congress C ommittees miu
or Members lﬁclal‘a
| of (Iun;.rr(-ss
Cl'VIL DEFARTMEATS ANDY AGENCIES—Continued
Departmem of Health Education, and Welfare—Continued
Natlonal Instltutcs of Health—Continued
-Usc of Federal grant funds at a university (request of Senator Robert C. Byrd). 164031(2).......... 6= 8-71", ... ...,
Training grant awarded to the University of California at Los Angeles.............. ... ... ... oo 9-22-70
. Settlemént of accounts of accountable officers, Headquarters, Bethesda, Md. . ..., 5-18-71
Refund due on research grant awarded 10 @ URIVEISITY . .\ L. h ol i e 6-21-71
~Office of Education:
‘Improvement needed in ddnministratibn of the Federal program of aid to edu-
muonaily dcprwcd ohildren infOhio. < vl fomrepobmn posd Ui sl 16403101 ) 1228500 s i i it o
IlllpL‘O\-’{‘d administration needed in New Jersey: fm the Federal program of aid
. to educationally deprived children. ... . ... ... 164031(1) 4 7-71 ... ... ... ... . ...
* Examination of financial statcments of the Student Loan Insurance Fund for
fiscal year 196970 b, s s L Ve e e e 5% 0l K W ) [ o o R B e e e
Assessment of the lmpa.ct of the Teacher Corps program at the University of
SNimi and participating schools in south Florida, . .. .. L TP C I e FB403 Y01 =167 vindin ioto b mus woih s
~ Assessnent of tie "Feacher Corps program at Northern Arizona University and
participating schools un the Navajo and Hopi Indian Reservations. . ....... 164031(1) 5-13-71 ..... LIS S, DRI,
Assessment of the Teacher Corps program at Western Carolina University and
participating schools in North Garolina. .. ...\ .ooooovviiioiererieinniin 164031 (1) 520571 vniersamin w%v et bumnon
 Review of certain activities of the Florida School Desegregation Consulting
Center (request of Congressman William C, Cramer). .. ................. 164031(1). . .. vn e 8-18-70 ..........
.E'xpe'ndituw;s' of Federal funds granted to a university under the community
service and continuing education programs (request of Senator Norris Cotton).,  164031(1).......... 19— 270 S
. Need to improve policies and precedures for approving grants under the emer-
" geney school assistance progranm (request of chairman, Senate Select Com-
mittee on Equal Educational Opportunity). .. ... e hess T et o st o 164031(1).......... 4 e ) RS
" Basis used for classifying contracts ‘as competitive or noncompetitive (request
of chairman, Special Subconumittee -on Education, Hausc Committee on
Edueaion aind Labor). cooviead i alien od AT R0 Ll Bley TaT i st 164031(1). .. ....... 3-30=71 e
Settlement of accounts of accountable officers, W z':_sh_ingmn, 0 21 R IO NS . W S i MRS | N ety S I Ll 7-14-70
. 'Debt collection activitics under the Guaranteed Student Loan Program.. ... .. 117604.,..... Pda 60 B s WAy = 5-71
Need for improvements in the administration of the Teacher Corps program...... ... .. ... .00 00, =S 3= 571
- Policies and procedures of the Office of Education in awarding a contract to the
Consortiuimn of Professional Associations for Study of Special Teacher Im-
PrOVEIMEIL PEOEIAINS . L o ooy s te it as e s e re e e foas e 164031019 5 . o v i rome 4-92-71
' Social and Rehabilitation Service:
: Pr‘oblcms in- approving .and paying: fm nursmg home care under the Medicaid
progrant i Califormiay o gaiid 2o Ve o i b il i desa famaanels 164031{3) - 7=28-70- .. o2 oot vrn
© Continuing problems in prov:dmg nursing home care and prescribed drugs under 3
 the Medicaid program in Galifornia. ... ..o oo 164031(3) GHEG-_—?'O e P A a0 COL A
'Impmu ment needed in the admlmstratmn of the Icm.i ‘and Kansas Medicaid
i prograa11.~. by~ ‘the ﬁsca¥ AGEIIS: . . i 164031(3). 10=20-70 ... :... ... st el
; --_"-'_( ontrols over Mcdl("ud drug’ program in Ohlu need improvement. . ....... .. 164031(3) B1=23-70" .. . e e
Wavs to reduce payments for physician and X-ray services to nursing home
patients under Medicare and Medicaid. . ... .0 o000 G T sl uags T 164031(3)  2- RTY i e s pon
- Control needed over excessive use of phvstcmn services provided under the
Medicaid peograst in Kenteky. oo s G AN na daneiBia seabin i 16403T(3) 2 25 95T & L s s
. Problems in providing proper care 1o \ltd:rald and Medicare patients in skilled
nursing homes. . ... ... ... ¢ WraIR M gt o P R A MR U 1G4031(3) 52871 . . i
v Observations of st of simplifiedd method for determining eligibility of persons
for aclult public assistance programs:(request of chairman, Senate Committee :
on Finanee). ..... R lh4031{l) .......... B B0 o et Vo

i 15,,2_



SECTION |11

Addressee and date Issued

Relerence Congress Committees A aney
or Members clals
of Congress

CIVIL DEPARTMENTS AND AGENCIES — Continyed

Department of Health, Education, and Welfare— Continued
Social and Rehabilitation Service-~Continued

Examination into certain practices relating to nursing home operations in the

Paltimore, Md., area (request of chairman, Subcommitwee on Long-Term

Care, Senate Special Committee on Aging). .. ... i 164031(3).......... 1254700 conrmmpiens
Certain aspects of research grant programs administered by the Children’s

BIPRAN v e e 5 1805 B BT W W e e B S S R R o 1ER0BI(Y wo i o 1-31-T0
Need for better accountability of Federal funds for chald care costs of Work

T s PEOOA N i i T i R s o A s 0 B T s Tt W % b e cman # 6 8- 4-70
Problems relating to overdue redeterminations of cl:;,:b:hty and computations

of cost sharing for medically needy persons under the Medicaid program in

MastachMeetIs: . o5 oo vanerressm s oo Fisms MRS s § ovie S R R B AT e R R e s e 8-17-70
Need for improved administration and control of activities under title III of the

Older Americans Act........... A R R B R e ST e R R e 9-23-70
Opportunities for improving administrative controls over payments for medical

services to indigent persons under the Medicaid program in Illinois. . . ...cov iy i 10~ 9-70
Incorrect payment of child care allowances noted in California and Pennsyl-

.............................................................................. 3-11-71
Social Security Administration:

Improvements needed in processing Medicare claims for physicians’ services in

TERRES e o e 3 o & S R R R B S BRI M s 164031 (4) 12-31-70 ............. i
Opportunity to reduce Medicare costs by consolidating claims processing activi-

ties, Departiment of Health, Education, and Welfare and Railroad Retirement

Board.......... e ot e s W R B LT 164031 (4) 1=21=71 .......
Lengthy delays in settling the costs of health services furnished under Medicare. . 164031(4)  6-23-71
Medicare payments for services of supervisory and teaching physicians at Her-

man Kiefer Hospital, Detroit, Mich. (request of chairmen, Senate Committee

on Finance and House Committee on Ways and Means). .. .......... ... 164031(4) . ......... 8-21-70 ..
Payments to hospitals and extended-care {acilities for depreciation expense un-

der the Medicare program (request of chairman, Senate Committee on

PHBHOE .. vt B avevy vrsmvr L paasy R R N R R 2983 ..ineiinas 8-21-70
Medicare payments for services of supervisory and teaching physicians at

Massachusetts General Hospital, Boston, Mass. (request of chairmen, Senate

Conanittee on Finance and House Committee on Ways and Means). .. ...... 164031(4) .......... 9-30-70
Medicare payments for services of supervisory and teaching physicians at

Jackson Memarial Hospital, Miami, Fla. (request of chairmen, Senate Com-

mittee on Finance and House Comumittee on Waysand Means). ... ......... 164031(4) .......... 1=13-70 ..ovnvenn
Medicare payments for services of supervisory and teaching physicians at Wayne

County General Hospital, Eloise, Mich. (request of chairmen, Senate Com-

mittee on Finance and House Conmittee on Ways and Means). .. .......... 164031 (4) ... ....... 12- 470 . .oovnnn
Medicare payments for services of supervisory and teaching physicians at the

Dallas County Hospital District, Dallas, Tex. (request of chairmen, Senate

Committee on Finance and House Committee on Ways and Means). .. ... o 1640310(4) oLl 12-22-70 ..........
Information concerning Medicare payments for care provided in hospitals and
in extended-care facilities (request of Congressman James A, Burke). .. ...... 164031¢4) .......... 2471 ...

Information pertaining to changes in ownership of certain hospitals in California
from proprietary to nonprofit institutions (request of chairman, House Com-

intitec.on Waysand Means Y, o ividis sided s i i Wi di 164031(4) .......... 5-27-T .. cvuunns L
Overreimbursement to hospitals for costs under the Health Insurance for the
Aped PEOEFING:: o e s ominn d namms wauisv i e R T e i s e S 7- 6-70

Administrative costs of the Medicare prograin can be reduced by authorizing
contractors to use Government sources of supply. ..o e 164031(4) - oovviiniinn vevees 12170



SESTION 11}

Addless ce aud date 1ssuul

Teok o r. ™

F ﬁem.y
of Membits  offielals
ol Congress

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of Health, Education, and Welfarc—Continued
Social Security Administration—Continued

Procedures of certain commercial carriers for determining the reasonableness
of physicians’ charges under the Medicare program. . ...

Procedures used by Blue Shield of Florida, Inc., for detar mmul;, lhl: reason-

ableness of physicians’ charges under the Medicare pmgr.ln\.
Review of wraffic management system. | .
P:ocedures used by California Ph}'alt'ldns ‘5cw|cc [nr processing and paying
claims for physicians’ services under the Medicare program. . ... % "
Cost of hospital scrvices pm\-:ded to Medicare paticnts by the '\{dssachmms
General Hospital. .

Medicare cost rmmbmscmcnts to hospn-lls by lhq: ()wrgm i-Inspnt.ﬂ. %trvwc

Association, Inc. . -
Medicare payments lu certain hospital-| base:l 'ph'ﬁ;cmns in Ilhnol& .........
Travel and overtime practices of hearing examiners. ..., ..
Payments made by Medicare carriers for drugs and biclogicals furnished 1o

Medicare beneficiaries. . . .. S ;

Department of Housing and Urban Development:

Department-wide:
Coordination between agencies in administering federally assisted programs in
the metropolitan aren of Los Angeles, Calif. ... .
Need to improve management and utilization of funds rn!lﬂ:ted through the
ANt Of TBER. « oo sonmwmpvmmnmsn sn vps s pws s o
Settlewent of accounts of accountable ¢ “~crs:
Atlanms, Bai, iy vl Lilddi S GG iigss
Region 11T, Philadelphia, Pa. . ..

San Francisco, Calif. . ... e

Housing Assistance Activities:
Opportunity for accelerating construction and reducing cost of low-rent
housing......
Problems in the program for rehabilitating hﬂ\:smg to provldt homes for low-
income families in Philadelphia. . "
Information regarding the vem supplrmt:nt program insurance funds dnd
federally assisted housing programs (request of chairman, Subcomimitice an
Housing and Urban Affairs, Senare Committee on Banking and Curreney). . . .
Design specifications for windows in low-rent housing projects in Atlanta, Ga.
{request of Congressman Fletcher Thompson). . ... ... ...
Acquisition of Crestview Apartments by the Cleveland \Ic(rnpoluan Hu..tslng
Authority (request of Senator William B. Saxbe). . £ :
Certain aspeets of public housing projects in Mebraska (ru.qucst of Ccngressman
Dave Martin). .
Selected aspeets of the operation of the St Louis Ho\lsmg .\uthomy (request of
Congressiman William Clay) ;
Review of certain aspects of College Housing Project € H
land, Oreg. (request of Congresswoman Edith Green). .. ...
Urban research and technology activities. ... .. O
Metropolitan Development Activities:
" Controls needed over the leasing of land acquired under the open-space land
program........ e R R R e i S B S R 4
Sale of park land zlcqulrcd with financial assistance under the open-space Idnd
program (request of Congressman Edward J. Derwinski). . ... o0
Information on Jonathan and Cedar-Riverside community projects in Minne-
sota (request of Congressman FIL RGross). . ...oveveiienein e

164

10-295-70

12-21-70
12-29-70

12-31-70

2~ 1-71

3-18-71
6-28-71
6-28-71

6-30~71

i . T LU S | R e S
Ha7218  3-19-71 ..
VVABE0. ovumpas BolaT covtomne
usne ... 12870 L. .
B 1175 1 R ———— ) ey | R
170838 .......... 12-31-70 ... oo
18718 ... -21-T1
YRI03T . -2iremmen 62571 ,.il... -
....... 7-30-70
168174 6=16-T1 «.couvnveniivoivines
168174 . ia.Lin. B=d=T0 .....inuis
170871 ..... A 11=30~70 . ........:



SECTION |1t

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of Housing and Urban Devel t—Continued

Model Cities Activities:
Propricty of expenditures and benefis derived from planning the Model Cities
program in Cleveland,; Ohio (request of Congressman Charles A, Vanik). ...
Procedures followed by the Seawde City Demonstration Agency in disbursing
Model Clities grant funds. . N -~
Collecting and reporting ddtd on A\I(Xl(.l '\k‘!phlmrhobd prajects. .
Morigage Financing Activities:
Examination of financial statements of the Government National Morigage
: Association for fiscal year 1969 and of the Federal National Morigage Asso-
ciation for 2-month period ended Aug. 31, 1068, ¢
Tighter contral needed on occupancy of federally suhsl.(h{(‘d hnmlug .
Examination of financial statements pertaining to insurance operations of l.hc
Federal Housing Administration, fiscal year 1970,
Examination of financial statements of the (xow_‘lnlucut \.ltluu‘ll '\Iorlf._,.u,c

Association for fiscal year 1970.. R RS e E
ehabilitation of Clifton Tereace \pm—hut‘ms in W(lsllulqmn D.C. {request of
Congressman Joel T. Broyhill). . e
Review of Frontier Heights houmng project, Snohmmsh C(_nl.lnl}, Wash, {request
of Congressman Lloyd Meeds). ... ... T T —
Propricty of reatal inereases authorized at two prGJL‘Lls in New _}ensl‘y fltqucsl
of Congressman Dominick V. Daniels). ... ... .. B
i limprovements needed in administering the rchnlnllt'ltnon nf hnumug pru]t:{,ls,
] Boston, Mass. . ......... ... L

Urban Renewal Acll\ ities:
Opporwmity to improve allocation of program funds o better meet the national
housing goal: . ......oovveuiiiiiiiiina.s

Examination into the Ferry Oaks Concentrated ("ode rnful‘(‘:_meu\ pru_](‘-:i in

Salem, Qrcg {request of Senators Mark O. Hatlield and Robert W, Pack-
wood). ..o
Review of activities of a p!umbcr in l'h) onne, '\’ } (ri‘qu::st of chaivinan, Gov-
ernment Activities Subcormnittee, House Committee on Government Opcra-
3 T e s g T L e e T S P IR S S T s

Weaknesses in planning and managing a housing code enforcement pmjtn in

St. Louis (request of Congressman William Clay). '
Need to strengthen administration of the workable program fur cmmmmuy
IMProvement. . ...oooovvuievinrennnn

Need to strengthen adninistration of the Nc:ghhm hund l' 1C|I|ln:$ (Jl'-ll'll pro-

: BUETIE o 5 0 TR T B & S T T B R S A R
: Department of the Interior:

Office of the Secretary :

Refurbishing of offices (request of Senators Quentin N. Burdick, Henry M.
Jackson, Lee Metcalf, and George Murphy, and Caugrrmmen H. R. Gross
and Jahn I BleFall)is covvvns iinn Suitann i annaneis i bia s s ama sk

Booneville Power .'\dunmslmuon (including construction .md u;n.r'\uug activities
of Army Corps of Engineers and Bureau of Reclamation):

Examination of financiai statements of Federal Columbia River Power System
for Giscal year 1970.. ... .. R R R AR S R M S A R

Examination of accounting n_cm'ds .md pr.u:uu-.s fm- fiseal year 1970, ..

Bureau of Mines:

Problems in implementation of the Federal Coal Mine Health and Safety Act
of 1969 {request of chairman, Subcommittee on Labor, Senate Committec on
Labor and Public Welfare). . .. ..

Addnunr and date Issuui

Reference l"'nm'n 58

171500

114828  10-15-70 .

L4860 1-20-71

114860 5- 7-71

114828 6-14-71

166191

i71630 ...

L1308 s oy

118734 10- 2-70 ..

1649208

170980

167635

169502 .. .......

114858 12-21-70 ...l

E.‘ummilth & ICY
or Membwrs otllrlu15
of Cougress
61471
4= 8-
4-16-T1
G-23-70 ...,
Goe DT iy vianisa
1671 .o
2-12-71
2-26-71 ...l
L Lo |
B= 3= s
10-19-70
2-12-71
8-12-70 ...... ..
......... 3- 471



SECTION 111

v and date fssued

Reference Congress ( nmmillen J\mn\,y
or Membrs officlals
of Cunpgress

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of the Interior—Continued

Bureau of Reclamation:
Assurances needed that cost of the Celilo-Mead travsinission line projeet will be

recovered Ly cia e cn e s s I . 117 TR s
Savings available under the program f0| rck:u ating lo.lds ,md brldq!:s at the

Auburn Dam and Reservoir in Galilornia. ... . e T IR T 125045 5- 7-71 e
Capitalization of intercst during consuruction of power f.\cnlum Ce . 170816 ... . e 02970
Review of accounts and accouming procedures for inultipurpose p|oj(.cls. i A R e L o |
Recommended action to i:upro\'c :m:m_mting for oprrulion of Missouri River

HBasin integrated projecis. . e A R A A S A T AR RN TS R 3- 8-
Accounting matters rLI-mm; lo rumblu%ah!c cost nl' power fol Missouri River

Basin project. . cc v iien i ina, - aminas T = -, PN S, T 4—12-7
Settlement of accounts of an:munl.ahle oiTcers — - A e TR pse s s 4-21-71

Federal Water Quality Administration:
Need for improved operation and maintenance of municipal waste weatment

PIaRE s i s v R ke S8 e e T e By rni 1 166306 9= =70 . ... ... ...
Controlling lnduslrl'll water mliutmn——pmi‘rl 58 nnd prnhifms - 166306 12~ =70 ... .oonvimimmmonass
Decision 1o retroactively increase the amount of certain l“uirr(li grants :lw.micd

for the construction of municipal waste treatment facilities. . . . v TEESG & vovaiomnpinanang 8- 7-70
Settlement of accounts of accountable officers. . . . ... VTR ; N e e G i A e 9-14-70

National Park Service:
Granting of access rights to the George Washington Memorial Parkway in
exchange for certain privately owned property {request of Senator William
Be8pong, Jri)s voimis o dsmssn i 139104 ... wi FLR0EI0 v s
Settlement of accounts of accountable nfﬁcus W'l:su:m ‘\:r\-lcl: (cmel, b.‘m
W ACIRCER WAL y 5o vroie e 3760 0 4 0T S0 e B mrrs e e e e 1- 5-71
Office of Territarics:
Financial management of Virgin Islands Government needs substantial -
PROVEIIORES (oG e e R F A 114808 3= 2-71
Need for departmental sury cdl.\ucc .md on-site revicws of l.h(' accounts nf the
Trust Territory of the Pacific Islands, . ... .. ... .., e e Lo 12-15-70

Department of Justice:

Office of Attorney General:
Improvements needed in collection practices of U.S. Attorney’s office, Portland,
|5 A S R e e R R e SR P Y| TR 1= 6-71
Bureau of Prisons:
Federal Prison Industries, Inc.:

Examination of financial stavements (1970). ... ... . . ... . ... . 114896 1=19=71 seiviessiiaaiiniog
Review of certain linancial management activities:
Correctional Institution, Danbury, Conn, _ ., .. v R TR e Vi e N Y T ARy 12-18-70
Caorrectional Institution, Tallahassee, Fla, .. ... o B A o BT FFRd 13 5 DA AR A T s P 1-20-71
Penitentinry, McNeil Island, Wash. ... ... . ... .. S, - —— 12-28--70
Penitentiary, Seagoville, Tex. ..... ... .. T T T A AR T NS T B B T g S 1-12-71
Penitentiary, Terminal Island, (-.11 B omoasas 3k b R W WA o R A TR 12-16-70
Settlement of accounts of accountable ofﬁccrs Pcn:luuury, Atlanta, Grl I=- 47
Need to revise certain accounting, procurement, and other practices. ..., A 4-14-71
Immigration and Nawralization Service:
Review of accounting SPSLEML. L et e {frird i R LR E— T - e ]
Aceelerated inspection system at Seattle-Tacoma Inter nauona! Airport, . ... A A e ST R 9-21-70
Scrtlement of accounts of accountable officers, Mortheast Regional Office,
IO Y ki rnini s sty e B A S B e T T e e R R 2-24-71
Selected administrative operations of the Northeast Regional Office. .- .0 oo o0 oot +-30-71

166



Reference

SECTION 111

-\d:lrlf-sm- aud date Issurd

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of Labor:

Practices of Regional Administrative Office, San Franeisco, Calif. . ...
Manpower Administration:
The Special Impact program in Los Angeles is not meeting goal of providing
jobs for the disadvantaged. . N .
Meéed to enhance the t‘ﬁ'ccuvcm:ss uf on-the-job training in ‘\ppalaclllau
T CKTINRIR . oricicoes oyt s s T
Opportunities for improving training rcsulis and ciﬁun.ncy at lhc Las( Bay
Skills Center, Oakland, Calif,, under the Manpower Development and
Training Act, Departments of Labor and Health, Education and Welfare ..
Evaluation of resvlts and administration of the Job Opportunities in the Dusiness
Sector program in fvecities. . ... .o .
Certain information concerning sctivities of Youth Pride Economic Lntcrpr:ses,
Inc. (request of chairman, House Committee on the District of Columbia, and
Congressman Joel T, Broyhill). ... oo ol
Operation of a Neighborhood Youth Corps project sponsored by :hc Caddo
Electric Cooperative of Binger, Okla. (request of Senator Henry L. Bellmon). .
Federal funds expended for operation of the Federal{State employment service
and the Interstate Conference of Employment Security Agencies (request of
chairman, Subcommitice on Employment, Manpower, and Poverty, Senate
Committee on Labor and PublicWelfare). ... ... ..o oo,
Contingent fees paid by contractors for contracts aw-lrdcd und:; l"r:dcral man-
power programs (request of Congressinan William A, Stcngu—) ....... i
Need to strengthen administration of on-the-job iraining program in \Iﬂw.lukee,

Opportunities to enbance cffectiveness and strengthen management of the
Manpower Development and Training Act programs in Oregon and Wash-

U.5. Training and Employment Service:

Information regarding the Cooperative Arca Manpower Planning System
Wage and Labor Standards Administration:

Construction costs for certain federally financed housing projects increased due

to inappropriate minimum wage rate determinations. . ... ... ..

Settlement of a.counts of accountable offierrs, Regional Administrative Office,

Chicago, TAE. v o3 ST naa

Post Office Department:

Better controls needed over assessient and collection of postage for second-class
mail, a money loser.........

Transfer of regional activities 1o local post offices inconsistent with congwssmm:l

Econoies available b}' reducing preventive maintenance requiremeits for certain
mechanized mail-handling equipment. . T R R N T 0 .
Postage due and handling costs for pru:l:ssmg lnall with insufficient puslagc are
AOU BEINE FEEAVETTA D ot ivay sy duyem i e BpEa Vi b S AR 4 4 T A s
Mare effective uss of manpower and machines recommended in mechanized post
s 1T e e R 2 e e e S T A e e S S S R
Procedures followed by the Postal Inspection Service in charging postal employees
with mail lasses (request of chairman, Senate Comunittee on Post Office and
CHVEL SrVECE) s v vt o et e e N
Use of air taxi service for transportation of mail (request of Senator Gordon Allott).
Clertain matters concerning the discontinuance of the Evausville-St. Louis high-
way post office (request of Senator Gordon Allou). . ...

168360

146879

146879

163922

164337 .

130515 ...

133182 .

168560

146842

161568
150768
114874
161568
114874
168446
166772

166772

(‘l!ngr\N Cominliterss A COY
or Members  officlals
of Congross

........... 4-12-71
10- 7-70 ..
| TN )

QealO=P1 il SR

577 2 R,
10-28-70 ..........
11-6-70 ......

5 11-13-70
.......... 1-26-71
___________ 10~ 8-70
10-12-70
................. 5-28-71
8-12-70 .......00ann
6-10-71
9=18-70 ..oviviirnivivuiinis
LI=13T0 i iagnh s vdnsidvnnis
12-31-70 ... ... ...
B L P
Lt o7 § P ey
.......... 8- 6-70 ...
.......... 10-22-70 .. ..
.......... 11- 5-70 ..........



SECTION 1

Reference

cf Congress

CIVIL DEPARTMENTS AND AGENCIES—Continued

Post Office Department.—Continued

Leasing of mail-handling trailers in the New York City arca (request of chairman,

Subcommittee on Treasury, Post Office, and Exceutive Office, House Com-

OETes On A PPropriations) . i ceen i S U EE SR DL s L e PR coasnen T =BT=00 sanisaninms
Savings expected from contralization of the procurement and storagl: of vehicle

repair parts (request of chairman, Subcemmittee on Government Procuremient,

Hause Seleet Committee on Small Business). . .......... ... .o 114874 ... . 2-17-71
Leasing versus buying small and medium size post office bulldmgs {lcqucql 0[

chairman; Subcommittee on Treasury, Post Office, and Executive Oifice, Senate

Committee-on Appropriations)........ ... ... ..o .00 e i
Need for improvement in determining wage rates for truck drivers on star routes. .. .. .
Fourth-class mail operations at the Chicago Post Office. . ... .. e
Administration of Postal Service Managemenot Institute. .

- Potential interest savings by depositing postal funds dlrl:l. tly in 1 dem! Rcsn.r\."

Brat I s AR e T VR R W R S veovess  TIH8IE Logvaas cevaisien o 11-18-70
Policics for repairing or replacing materials-handling equipment. . ...... ... .. VI8 onceianmiassn 128070
Need to im prove administration of travel activities in the Burcau of Research and

Engineering............... e
Payment of Sunday premium 'p.:y . S .
Possible need for changing the postal IuOn{.Y urder syste:n T —
Meed to establish accounting records and controls to safrguairi phll-nehc stamp

_matcrlal ................................................ T R R S R e 2- 3-71
Management of TEPOCting SYSIEMS. . . ... .ot iii i i e e R R 3-31-71
Settlenient of accounts of accountable officers:

Postal Data Center, Minneapolis, Mion. . ... ... - Sy 10-12-70

Postal Data Center, St. Louis, Mo... ...oovin oo, B, O N 5-14-71

12— 4-70
12-14-70
1-12-71

Department of Transportation:

Federal Aviation Administration:
Linprovements needed in procedures for determining excess spare parts. . ... 164407 (1) 7-22-70 . ..........
Airport sefety inspection program needed to improve flight safety of civil air-
erafe. o vrnniiEi s CABHOT (1) 1-15-T0 L
Improved surveillance needed over produ('lmn Ofcntn_nl p“lr[.: furc:\nlalr:_raﬁ 164497 (1) 2-29-71 ... i i cuiaa
Evaluation of selected aspeets of landing field use agreements at Washington's
national and international airports and at certain other airports (request of
Senator Witliam B. Spong, Je.)ooocoiies i iimeiiiinses 1397119 .o =170 L
Clost of eivil supersonic transport development program (request of Senator
WA Y PRasPAInG)Y i D 0 S i b S i R R i e IBOIL aniansiie 1-18-70 ........
Federal Highway Administration:
Questionable basis for approving certain auxiliary route segments of the Inter-
state HIBRWaY SYRIEILL 2. ol as v cosib oy s sitie o tns g g st toie = pie 163714 7-31-70 ...
Timprovements needed in Illanngcnlci‘l nf hlghw.w s‘n‘.‘cr.gI rest area program... 164497 (3) 6= 2=71 ... ... ...
Federal participation in costs incurred by States for certain landseaping activi-

Need to reevaluate experimental emergency conununication systems installed on
sections of the Interstate Highway System. . ... ... B S R R R e 1-28-71
Settlement of accournts of accountable officers:
Region 3, Atlanta, Ga, - . ....... ..o iiinn o ST N R P SRR N 8-25-70
Region 9, Denver, Colo......... PO A AR S 10-26-70
Region 3, Kansas City, Mo 6-21-71
l’cdcr.‘:l_lerc'\d Administration:

Adiministration of Metroliner and Turbo-Train Projects. ..o 164497 (3)  1-27-71 ..ol
Inquiry concerning proposed rate increase by the Alaska Railroad (request of ]
Senator Mike Gravel).........0. S R S R e S i FRNIOR s 4-21-71 L.l
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SECTION 1

Addressee and dote issued

Telerence Cnngru&v. Cotnm

Ageney
0t Me nificials
CIVIL. DEPARTMENTS AND AGENCIES—Continued
Department of Transportation-—Conti 1
Federal Railroad Administration—Continued
Need to improve certain contract award and administrative practices for re-
search and development projects. ... cooo . o R R R A e 8-21-70
Saint Lawrence Seaway Development Corporation:
Audit of financial statements for calendar year 1969. ... .. .. ..., Ceeeaee. 123007 8-26-T0 ... ...
Urban Mass Transportation Adminisiration:
Need tostrengthen and improve accounting and reporting for program activities. .. ... ... .. .. S S B 1-27-71
Improvements needed in determining net cost of projects to be financed in part
with Federal grant funds. . .......cooiiiiniinninnieinnneans semsaeass PO o s G 6-30-71
U.8. Coast Guard:
Opportunity to reduce cost of vessel construction by not requiring shipbuilders

to buy insurance and performance and payment bonds. ... ..., ... .. . L4831 8-12-70 ., ...... e
Utilization of the high endurance cutter fleet (request of chairman, House Com-

mittee on Merchant Marine and Fisheries). .. ............ e e 4850 ... .. 11-20-70 .

Operation of the family housing program in the 11th District. . O A T A e S R e ‘I IB—?D
Need to-strengthen the centralized automated reserve pay -lu(l retirement

Point BCCOURtING BYSIEIIL 4 . iv it vt fun s v s b r e e e T S  c e e 11=30-70
Need for more effective review prDC:cdurc's in udlud'lum and implementation of

Navy valie eopintering BIHEEL . oo v mmmam e 5 e s smis o s s 58 SRS s s ceve.e 12-8-70
Settlement of accounts of account ab}v uﬁlrcrﬁ, Hl:il(]ql.lﬂrlcrh, Washington,

ot i s s R e S S G A S e R e S S e R S S e S s I-14-71
Review of military pay and allowanees...... ... o SRR TR R e iy 4-7-11
Utilization of the Coast Guard Yard for vessel repairs and alterations. .. ........ ..o . 4-20-71

Department of the Treasury:
Office of the Secretary:
Providing rent-free space in Government-owned buildings to the Office of the

Comptroller of the Curreney. . ... ..o iiiiiiin... . J6BI0..  B-24-T0 Lsliias asiiesesis
Raise in minimum denomination of Treasury bills (request of ch:urumn chal

and Monetary Affairs Subcommittee, House Committee on Government

L F e S o S AV v 169231 ... ... e B-Y2-00. L

Bureau of Accounts:
Use of time deposits to compensate banks for fiscal serviees. .. ... ... ... .. 3 o1 L 10-12-70
Settlement of accounts of accountable officers:
Birmingham Disbursing Center. . ...............coooion A R R S R e 3-24-71
hirato THSBraing EEmbs o o i it i Do i s s B S i e W e T s 4-16-71
Bureau of Customs:
Opportunities for improving operation of the accelerated inspem'.iun system at

Seattle-Tacoma International AIEPOFL. .. .. .00 vttt e e e, . 9-21-70
Need to strengthen managemient controls o) =r nn:n:handns: imported into

foreigi trade zones and class B warchouses. . ... oo oooo il i it e 10~ 9-70
Need to strengthen inventery controls over scizcd and abandoned property,

PhiladelnhiasPac sl iaming sumpamemmmaieiaem st SRR sl s 10-13-70
Collection of supplemental duties on imported mevehandise. ... .. .. .. A FIAB98: Ly, damnhdaind v 1-27-71
Services performed by Federal agencies in the importation process. . ....... TSt 17 YO SO 1 f- 9-71
Arcomnting Forinport duliesl. . oer soman sl srmrp s e s s s s el s G-28-71

Burcau of the Mint:
Savings available through combined mailings of order blanks for proof and un- _

AR OO BEIETL . | T b oo, 978 o i M 5 T8 2 e D08 emnr & e . 1 5r 0 78 o ribim S Bpen o (W oman & 8-19-70
Seitlement of accounts of accountable officers, T8, Mint, Denver, Colo_ ... ... ... i 9-10-70
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SECTION 11

Addressee and date issued

Heferepee Congress  Commlbttees
or Members
of Congress

Agency
officials

CIVIL DEPARTMENTS AND AGENCIES—Continued

Department of the Treasury—Continued

Internal Revenue Service:
Need for more effective comparisons of service center operations. ... . . e e A T e
Settlement of accounts of accountable ~flicers:
‘Southeast Regional Office, Adanta, Ga.......... e R S
Southwest Regional Office, Dallas, Tex. . ......................
Office of the Treasurer:
Examination of financia! statements of the accountability of the Treasurer of the
United States for fiscal years 1968 and 1969 ., ... ........ .. .. ...... Coo4aen2 7-27-70 ...
Meed to improve methods and controls for processing fit and unht currency . e R D T e R BT
Cancellation, destruction, and accounting for currency unfit for cxrcul‘ltlml'
Federal Reserve banks:
Little Rock Branch...... ... ... ........ e e e SR W -
Philadelnhiz, Pa. .o ccone mvmmnomus mem e v Ry g e s
Seattle Branch............... R R SR
U.S. Secret Service:
_Audit of payroll and leave records. ... .......... ..o e i R A S S

INDEPENDENT AGENCIES

American Battle M nts C

Settlement of accounts of accountable officers. . ... ... ... ... ..o e R e

Appalachian Regional C eai

EF &

Hsghw:s)f program shows lmutcd progress toward increasing accessibility to and
through Appalachifl, « o o viniinrion  seimui vme s ween & Eseses sam L64497(3)  3-12-71 ..........

Atomic Energy Commission:

Problems in developing the Fast Flux Test Facility..... . o : 164105  9-23-70 ..........
Proposerl revisions to the pries and eriteria for uranium cnnl:hmcm services

(rr,quest of chairman, Joint Committee on Atomic Energy). . ... ..., S 1R96BT . L. 7-17-70
Matters requiring increased management attention prior to initiation of quantity

production of nuclear weapons (request of chairman, Joint Committee on

Atomic Energy) {secret). ..ot i IR SRR 165546 .......... 9-14-70
Selected matters concerning nuclear weapons produced for the Department of

Defanse (request of chairman, Joint Commitice on Atomic Energy) (classilied). . 165546 ....... ... 12- 3-70
Progress and problems in programs for managing high-level radioactive waste

-(_l‘cql.l_r.st..uf chairman, Joint Committee on Atomic Energy). . ............... 164092 .......... 1--29-71
Use and operating costz of high energy accelerators (request of chairman, Joint

Committee on Atomic Energy). .. ......... ... A R ES R 159687 ..... cates = B=T1
Price increase and change in criteria for uranium enrichment sevvices (request of

chairman, Joint Committee on Atomic Energy). ... ......oooooioi.ns LS9BBT s vmrdine 2- 9-71
Operation and management of the new production reactor (request of chairman,

Joint Committze on-Atomic Energy) (secret/restricted data)...... ... s [ 1 ———— 3- 3-71

" Management of fuel requirements for the liquid metal fast breeder reactor pro-

gram:: . . ..., R R R e S e e e e B e N e AR R
Settlement of accounts of accountable offcers:

-y Chicago Operationd OFce. o .. oc.ovrnnin ot i riis et siransisbossmrnssrnssnssssabio i LR
Grand Juaction Office...............
Oak Ridge Operations Office..... . .. .
S$an Francisca Operations Office. . . .. . .

“Pitisburgh Naval Reactors Office. ... .. ..
Richland Operations Office. . ... ...,

170

10-30-70
6-24-71
5 4-7t

3-12-71
3-21-71
4 2-71

10-15-70

3-15-71

3-12-71
3-24-71
7-24-70
11-23-70 -
3-22-1



SECTION 1IN

Addresses nnd date Issued
Referenee Congress  Commitives Ageney
or Members  olliclals
of Congress

INDEPENDENT AGENCIES—Continued

Atomic Energy Commission—Continued

Administration of certain programs for developing space nuclear auxiliary power

F T N L TORIUST o oo vmremmnsm simnpnmommn s 6~ 3-71
Civil Service Commission:
The Government-wide Service Benefit Plan—Blue Cross and Blue Shield for
Federal employees—needs improved administration. ............. ... .o . 164562 10-20-70 ......ovvuvinininian
Information concerning the financial practices of the Blue Cross and Blue Shicld
organizations and. their Washington, D.C., affiliate, Group Hospitalization,
Inc. (réquest of Congressman Page Belcher). ... ..o a 164562 .......... B-24-70 ..........
Information regarding application for Federal employment (request of Senator
Johtu Vo Tunmel ¥ . i, sy cis i oalan s fp T s bl aiianalivs sy 172846 ........ & an S
Settlement of accounts of accountable officers, Philadelphia Regional Office. .. ... ... ... ... o ool 3- 9-71
Commission on Obscenity and Pornography:
Costs incurred (request of chairman, Subcommittee on Postal Operations, House
Committee on Post Office and Civil Service).. .. ... ... coiiaan. 163867 ianiiians 12 1-70 ...... i
' -District of Columbia Gevernment:
District-wide:
! Estimated Federal assistance to the District of Columbia for fiscal years 1970,
§ : 1971, and 1972 (request of chairman, Subcommittee on the District of
i Columbia, Senate Commitiee on Appropriations)........... ... ....... . 118638 .......... B 5=TY sy
i OPEn-MAarker PrOCUTEMIENT PTACLES, + 1 .v% vt vs s srssssssssenssssssnsnaass osiesnsnsssetsbinranssssiaens 1- 6-71
Followup review of selected areas of financial and property administration of
_ Federal City College (request of Senator William B. Spong, Jr.)......... co IBTO0B ... uniisin i g i (R .
Departinent of General Services:
Procedures and practices in awarding negotiated contracts for services. .. ... 4-30-71
Department of Sanitary Enginecring:
Improvements needed in financial accounting and reporting on the Metropoli-
tan Ared -Sanitary Séwage Works Fund. . . oooieivaiieioieismms i saimean v s eis denh s e sl s aons 6-30-71
: E_n_\'i_rnnm:nlal Protection Agency:
1
: Federally assisted air pollution control programs in the Chicago metropolitan
‘region (request of Senator Charles H. Perey). ..., 166506 .......... 4-20-71 .. ...,
Water Quality Office:
Review of waste water discharges of sugar and potato plants at Easton, Maine
(request of Senator Edmund 8. Muskie).... ............ - N 165456 .......... 6-22-7T1  ........

Equal Emipln}rmeng Opportunity Commission:
‘Contrals over office cquipment at Atlanta office (request of Congressman Fletcher
THoMORY - & o5 e b il i sRa M T N T RN e R I | ¥ By i A AR— A-16-71 . ..vvvonns
Executive Office of the President:
Office of Economic. Opportunity:
~ Opportunities for improving the Neighborhood Health Services program for the
- -peor administered by St. Luke’s Hospital Center, New York City i
- Progress being made and difficulties being encountered by credit unions serving

Tt [ETTECN [N T FCTRNN e R N it e B ke AR A R 164031{8) © 6=17=T) ool e
Activiiies of VIS'TA Velmneers in Sisseton, S. Dak., area (request of chairnan, 3

130518  6-18-T1' ....0ipdnfoniononnas

-Senate Committee on Government Operations). . . ........... ... TH0STS ©iocaniv T-10-70. ....0.ovus
. Granis by lf:i;di_m_q'lic Opportunities Development Corporation of San Antonio
“and Bexar County, Tex. (request of Congressman Henry B. Gonzalez). ... . . I305I8 .otins wins 503570 oyl iian



SECTION Il

Addressee and date fssued

Agenc

Reference Congress  Commitlees 5
or Members  oflicials
of Congress

INDEPENDENT AGENCIES—Continued
Exccutive Office of the President—-Continued
Office of Econamic Opportunity—Continued
Further improvements needed in the financial administration of the Committee
on Training and Employmeny, Inc., Stamford, Conn. (Departments of Labor
and Health, Education and Welfare, and Office of Economic Opportunity )
(request of Congressman Lowell P. Weicker, Jr.). . ..o, V0515 e iinaand O-21-70 ..ivvuiuns
Salary paid to the executive director of the North Richmand Neighborhood
House, Ine., Richmond, Calif. (request of Senator George Murphy)........ 130515 .......... 9-23-70 ... .......
Use of cbns'ultaljlts and specialists on technical assistance contracts (request of
chairman, Subcommittee on Manpower and Civil Service, House Committee
on Post Office-and Civil Service). .. ovviiieiiiioiieieiiiiniisnanciins 30518 ioiveenais 12- 7-70 ....vivane
Grant to George Washington' University for operation of the Urban Law
Institute (request of Congressman Mark Andrews). ... ... .. ... ... ... LADBAS: ool aad o £ o | RO e
Findings as to certain activities of the Montgomery Community Action Com-
mittee, Inc., Montgomery, Ala. (request of Congressman William L. Dickinson) 13U51S wonmamms o W Cr f R
* Financial and management activities of the Lummi Indian Busiaess Council,
Mariewta, Wash. (relates also to Economic Development Administration,
Department of Commerce) (request of Senator Henry M. Jackson and Con-
gressman Lloyd Meeds). . ... ..o oo i 170214 .. 62471 ...,
Selected activities of the War on Poverty Committee of Tennessee. ... ... oo oot ciiiiienns 2-23-71
Activities managed by Community Action Migrant Progran, Inc,, Fort Lauder-
dale, Fla... ....... R R S SR R S s M e R el R e S P 6-16-71
Office of Emergency Preparedness:
Settlement of accounts of accountable officers and audit of pay and leave
8 Sl M T o B S et i e R e R S e 11- 570
Office of Management and Budget:
Settlement of accounts of accountable officers. . ... ... v i i i ce. 10-23-70
Federal Deposit Insurance Corporation:
Examination of financial statements for year ended june 30, 1970..... ... ... ... 114831 12-29-70 ... iiiiiinnanian.
Audit for year ended June 30, 1970....... ... Lol voen TIABST  PSIBRTL i g s
Federal Home Loan Bank Board and Corporations Supervised:
Audit of financial statements of the Federal home loan banks for year ended
5y S VT T N . T T 114827 8-10-70 ...ooovininnnn.. ..
Examination of financial statements of the Federal Home Loan Bank Board
for year ended Dect 31, 1969, .. .. .ooiii i THB2T 0= 000 oian emiiia s daa
Audit of Federal Savings an,d Loan Insurance Corporation for year ended Dec. 'il
1969...... S S S OO, O VO U 114893 11-12-70 ...
General Services Administration:
‘Department-wide:
* Settlement of accounts of accountable officers, Kansas City Accounting Center. . ... ... oiiain 5-11-71
- Audit of payroll and leave records of Central Office and Region 3. . ... SRR s e SR A e 6- 7-71
Federal Supply Service:
Need to reevaluate packing spcciﬁcatim!s for cabinets, lockers, and wardrobes. . 160817 2-19-71 . ..................
Multiyese Tea sy and Guversneent-wide pos h;lSIIlg of automatic data process-
[HAEY |-|ip-| shend vesal 115369 4-30=T1 Lo dnmmenoiia
Upp...u- s i deaprove e cedistolmitica of \hc Federal Government’s excess
automatic data processing eqUIPMERt. ... ..ooovui i 115369 6-15-71 ......... M T
. Cost ofsupplvmg vehicles for Director, FBI (request of Congressman Joha D.
EDIagell)s S it e dedin S res e es Tes e mubalens e an efun e 164935 . ...... 52071 oo
: -Mauagn.mcm t:umruls oyer repair of warchouse rqmpmcnl. 1o be improved. . i o cvivomenssinan aine g S — 7-16-70

72



SECTION I

Addressee and date Issued

INDEPENDEN™ AGEMNCIES—Continued

General Services Administration—Continued

Federal Supply Service—Continued
Improved cflectiveness in meeting the supply requirements of overseas U.S.
SOOI, s 25 b s s W A e L R R R e B
Use of federally funded ADP equipment by grantees in California
National Archives and Records Service:
Use of 8 x 1014'* stationery by the Federal Government (request of Senator
Charles H. Percy). ..
Public Buildings Service:
Proposed construction of a Federal records center in San Francisco, Calif.
(request of chairman, House Committee on Government Operations)
Property Manageraent and Disposal Service:
Sale of real property at Camp Kilmer, N.J. (request of Congressman Edward J.
Patten)..... A R e B B AR P MRS
Procedures for determining the fair market value of real property exchanged
{request of Congressman John M, Murphy)
Transportation and Communications Service:
Potential savings by replacing Government-owned sedans each year..........
Purchase of collision insurance on automobiles rented by the Government (re-
quest of Senator William Proxmire). .

National Acronautics and Space Administration:

--Improved accounting control over equipment at the K y Space Center... ..
Overstatement of contract target cost for first stage of Saturn V launch vehicle. ..
Overstatement of contract target costs for ¥-1 rocket engines for Saturn V launch

wehicle. . oo on e B N R R R e 3 o N S S W
Opportunities for savings by increasing competition in procurement of commercial
TEUIPIIIEEL L & ou et ittt s e e

‘Utilization of consultants and facilities (request of Senator Margaret Chase Smith ).
Information regarding the public’s rights in the praduct Vivonex (request of Senator
William Proxinire). .....
- Building authorizéd to provide office space at Manned Spacecraft Center redesigned
" to provide laboratory space (request of chairman, Senate Committee on Aero-
_nautical and Space Sciences). ....ovviiiiiiiii i
Cost escalations on civil agency projects (velates also to projects of various other

civil agcncrcs} (request of chairman, House Committee on Armed Services). .

Acquisition and utilization of T-38 jet aircraft by Manned Spacceraft Center (suh—
mitted to selected committees of the Senate and the House)..................
Progress in combining automatic data processing opcrations at Jet Propulsion
Laboratory (réquest of chairman, House Committee on Science and Astro-

TANKCE ) evivr 2 vetinrs e is v wnans LA Y- I . DR I T B Sy e

. Analysis of changes in estimated cost of the Skylab program (submitted to various
co mmittees of the Cungress) ...........................................
Government-owned plant cquipment in. possession of Space Dmsum. North
American Rockwe]l 0D b fd v i L e A e R G

i1 activities at Ames Research Center
Settbemient of dvcons ui accountable Omccrs, Ames Research Center, Moffett

Autoniatie dato pro;

Adrmmatmuun ol’ cost-plus-award -fee- type contrnct for aircraflt maintenance
sppeet services e Naeaed Spacecraft Center

Mational Credic Vnion Administoation:

} ._A'p_ply_ing a uniforin policy with rcs_;icct to rental charges for credit unions
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SECTION 111

INDEPENDENT AGLENCIES—Continued

National Science Foundation:

Need for improved administration of Federal support of shore facilities and vessels
for research activities at occanographic institutions {relawes also w Office of
Naval Research, Department of the Nawy). ... .. ... ..

Grant of funds to suppori the Midwest Regional Canl'crcncr on "'irlcuct‘:, Tech-
nolog].' and State Government (request of Senator William Proxmive). .

Settlement of accounts of accountable officers. |

Opportunitics to improve administration of the nsmrgh pragram at th N muu.:l

Radio Astronomy Observatory. . ..., ... .o ive vnns.
National Transportation Safety Board:

Arrangeinents for charges to the public for transeripts of hearings (request of
Congressiman John Conyers, Jr.). ...

Regulatory Agencies:
* Need to improve administration of fees and charges. .
Securities and Exchange Commission:
Review of status of appropriared funds. . .
-Sclectivs Service System:

Savings through increased sereening of registrants with medical conditions at local
draft boards. ... ....:c..., ..

Personnel rhanagement policies 'md pmctdmrs ........
Settlement of accounts of accountable officers:
State Headquarters:

Columbus, Ohio. . .. ..., ...
Des Moines, Towa,.........
Frankfort, Ky
Indianapolis, Ind. .
Jackson, Miss, . . ..
Madison, Wis. . . .
St Paul, Minn s
Springfield, Il....... ...

Small Business Administration:
Expenditures for regional conference in Chicago, [l (request of chaivman, House
Select Committee on Small Business).
Addii‘._ional information regarding foreclosure action on loan (request of Congress-
man John Dellenback)
“ Need to improve documentation and evaluation of borrowers® eligibility for busi-

Smithsonian Institution:
‘Improvement needed in financial management activities.
Ohﬁcf\rﬂlions on the sale and exchange of paintings by National Collection of
- Fine Arts (request of Congressman Hastings Keith).......... .. ..

"Mational Gallery of Art;
Settlement of accounts of aceountable officers

‘Tennessee Valley Authiority:
_E)_inuliﬁ:lﬁuin of financial statements for fiscal year 1970, ...,

a7e

Heference

. 169U

171679 ..

Addressee and dato Issued

Congress (_‘nmmiltoos_
or Members
of Congress

9-23-70 ... .
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170479 .

145252

162111

. 169163

: 168307

. 133332

166120

114830
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12-30-70

G-15-71

5-11-71

9-16-70

+27-11
5-24-71
+-27-71
4-27-71
- 571
12-10-70
2-19-71
4+-12-71

8-19-70 ..
10-23-70
- 970 ..
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.......... 7-26-70
T 10 D i s
.......... 7--16-70
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Hefervien

INDEPENDENT AGENCIES—Continued

Veterans Administration:

Continued loss of revenue because of low rents charged for personnel quarters., . 133044
Need to determine the mnst economical method for obtaining maintenance and

repair of otfice machines. ... ..... .. TR R S b S 14
Need for improved controls to insure (he 1d:-nuﬁc‘\'llun and reporting \.l' eXCess

Iandvativaiiv g L ime - o0 33044
Improvements needed in E\allld'lllg demgn requirements fur constraction and

modernization of hospitals. . ...... .. ; IRRURE]
Audit of financial statements of the \.-"elcr.ms Cunlt,rn .‘scrucc [ur ﬁsr.al vear I'J?ii. 114818
Specilication for fire alarin equipment in hospital construction (request from office

of Congressman James B, U, deceased). ... ... 109445
Consolidation of the Manchester and White River Ju:nc11nn hospimls’ l.mndn

operations (request of Senator Thomas J. Meluiyres, . . ; : 143044
Flight training schools approved for the envollment of veterans and servicemen

(request of chairman, House Committee on Vewerans' Affairs). . S 170819
Reemployment of returning veterans at the Veterans Hospital, Seaule, Wash.

{request of chairman, House Commitice on Veterans’ Affairs). . . 171434

Statements made concerning the Veterans Administration’s method of awarding
Federal supply schedule centracts for chemical reagents (request of various
Senators and Congressmen). .. ... ... oo s 171644
Improvements needed in management of flight wainive program.
Need for consalidating adjudication operations of VA regional offices. .
Improved procedures needed for collecting debws incurred by career residenis.
Improvements necded in evaluating and reporting on automatic data processing
L 7 L e TR L ¥ . i
Claims setlement activities in Deaver and Ncwdrk e gmnal Ofﬁccs RIS i L
Settlement of accounts of accountable officers:
Regional Offices:
Adanta, Ga. ... ... . ... .. e . . .
Little Rock, Ark. .. .....0...... A R B R NSRS
VA Centers:
Biloxi, Miss. ........
Johnson City, Tenn. . .
Wadsworth, Kans...... . ......... ...
VA Hospitals:
Little Rock, Ark. .

Shreveporty . i s i B R S T R, s
LEGISLATIVE BRANCH
Architect of the Capitol:
House Restaurant (June 29, 1969, o June 27, 1979). . P : 3 - 114891
Senate Restaurants (June 29, 1969, 10 June 27, 1970} . S Biisn 114871

Government Printing Office:

Savings possible by buying automatic data processing equipment or by leasing it
from conunercial leasing fems. .. ... ... ... Co L Lo 114029
Examination of financial statements for fiscal year IQ?I] s e 114829

House of Representitives:

Sergeant at Arms (19700, ... i 11834
Recording Swidio revolving fund (l'i?l}) ; = IREHEN
Stationsry revolving fund (1970). . ... : . e E ! 114862
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SECTION IN

Teferenee Congress
nr Memshers
of Uonpress

LEGISLATIVE BRANCH-—Continued

House of Representatives—Continued

Finance Office, financial transactions and accounts (1970}, i e 114864 .. ..o =187 Ll

Office ecauipment service. . ... ... T T (e ; = 114865 . ces 247

Beauty Shop (1970). .. .. Tisn . . e o . 162878 . | G- -T71
Library of Congress:

Settlement of accounts of accountable officers. . . ; & w - 6-70
Senate:

Verification of accountability of the acting financial cleck, July 31, 1970, 114840 9-25-70

Recording Studio reveiving fund (1970). . i i 2 5 . 1UA0T H-18-70

Barber Shop (calendar year 1970). . e . R . (IR TR H-18-71

Joint Committee on Atomic Energy:

Audit of financial transactions for fiscal vears 1969 and 1970 (request of chai
Joint Committee on Atonic Energy) . . £ 2 : [BR BT 5- 5-7

JUDICIAL BRANGH

Administrative Office of the U.S. Courts:

Audit of payroll and leave records ... S Wi SEE SR sEs g SR BN 10= 9-70
U.S. District Courts:

Opportunities for improvement in the administrative and financial operations ., 143322 0= 870 . 0 . ...
U.S. Tax Court:

Settlement of accounts of accountable officers. . . . o e B-131-70

Audit of payroll and leave records. ... . .. .. .. 0 05y ’ e vewae 10-14-70

MILITARY DEPARTMENTS

Department of Defense:

Potential savings by centralized conirol of overseas air passenger wransportation . 144371 7-21-70 .. S
Opportunity for savings by reducing paperwork involved in bus wavel . L 7-27-70
Questionable waivers of prr.‘a\\'ard audits of contractors’ noncorpetitive price
proposals. ... .. .. 2 : : Jogus o B- 3-70
Improvements needed in rcci'\! ming usahlc parls from excess airer: afr ; 1537373 8- 6-T70
Reduction of cost by improving management of vehicle imaintenance in Europe 135244 B=11-T0
Action required to inprove career program for procurement personnel . 164682 B-13=70
Need for improving the program for uge and distribution of exeess materiel in the
Pacific arca. .. ... — " 169427 8-14-70
Use of adv crml.dcontracmlgm ml-mrvconsuucuun y 133316 8-18-70
Actions taken or pianned to improve use of cargo space on aire mfl operated under
coniract. R e 133025 §-19-70
Impro\'uncnts nex dcd in d(‘t{.‘l mining gmdu‘\tc crhu:.quun u‘qun‘uucnts for mili-
tary officer pusitions. . s O s AR, o AN K B vee...o. 15635338 B-2B-T00 ... ; 3
Management improvements m‘cd{_d at I.hc [ 5 \1mtc| for(‘cs ]nsuluu_‘ 164062 10- 8-70 e
Improvements needed in management of conmunications. ... 169837 10-19-70
Savings from joint use of spectrometric oil analysis cquipment h‘,’ thc uulu..\r\-
departments. ... ... 162313 10-27-70
Need for improve >d i\l)ul.ltur} lqulplllml I!'l‘l!\agl ment pl ocedures. . . Tel4t 11 24-70
Need for strenpthening management controls over the procurement of munitions
under developiment, such as 103-mm ammuniton . ibea?a 12 7-T0

176




MILITARY DEPARTMENTS—Continued

Department of Defense—Continued

Effectiveness of revised procedures implementing the Truth-in-Negoti

Opporwnity for improving results of tre-rebuilding programs in Europe

Opporwunity to reduce costs and nnprove aireralt through prompt processing of
engineering change proposals

Fair prices paid for small purchases. .

Potential for improvements in mainienance activities :hmugh betier cost account-
ing systems...... 5 }

Program for redistr ||1ullml of materiel in Eua ope—-upportunities for ilprovenen

Application of *'should cost™ concepts in reviews of contrictors’ operations

Printing of military service newspapers in Southeast Asia inswead of airlift from
Japan could mean substantial savings.

First review of phasedown of U5, ||ll|Il‘i|.‘\’ activities in Viewan,

Defense industry profit study :

Acquisition of major weapon systems. ...

More competition in emergency procurements found po\'.:hh

Potential savings through elimination of duplicition in tactical reconnaissance
development program (secret) :

Need to remove more low-cost, low-usage items [ron inventaries.

Improvements being made in the controls aver Govermnent test equipiment ac-
quired by contractors. .

Measurcs needed to insure L‘l’)ll!pll.llli’:l_ \\llh contract sptt:llu:mrms in constri
tion of military facilities

Effective conversion of National Guard weelmician positions to Federal positions

Impact of employment ceilings on management of civilian personnel .

Savings available through reduced use of air parcel post shipments. :

Improvements needed in management of waining under the Government Em-
ployees Training Act.

Nonappropriated fund operations a1 various uht\ll ations i the United States
and overseas (request of chainman, House Comunitee on ,\ppropr;.monsj o4
reports}. . ... b

Pricing methods of the Ichcnw (_.mm'u':l \dmm:»lmlum 5::\:(‘(‘@ rrrqur:.: of
chairman, Military Operations Subcommitiee, House Commitiee on Govern-
ment Operations). ... .

Managenent of automatic data processing sysiems tru;n( 5t o{ ch.mnmu, Hnuu—
Comim’tice on Appropriations ). . REpe

Controls over pilferable items at 1 |||I‘\r} depots tr:qunl of chairman, \!1|1|.'u\
Operations Subcommittee, House Comnmittee on Government Operations).

War gaming activities conducted on auntomatic data processing equipment
(request of chairman, House Committee on Appropriations).

Contract award by the Arny; Air Foree Exchange Service (request of l.h'urm:ll!.
House Committee on Armed Services). . ' )

Acquisition of computers for World-Wide \h][nr\ ( omman:l and ('umro[ System
(request of chairman, House Conunittee on Appropriations)

Analyses of various air-to-ground missile programs {request of chairnin, Senate
Commilter on Avmed Services) (secret) (4 reports). | ;

Comments on House Report on militavy supply systems (request of chairman,
Milivary Operations Subcommittee, House Committee on Government Opera-
W) s R T s 24 ;

Procurcment and maintenanee of passenger automobiles (request of chairmin,

House Committee on Arned Services)
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13983,
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171400
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137470
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SECTION Il

Addressee und dote §ssued

Referviee Cangress Conunittees Agency
ar oflicials

MILITARY DEPARTMENTS—Continued

Department of Defense—Continued

Comparative cost of berth spaze and time charters for ocean mavement of military
cargo (request of chairman, House Committee on Merchant Marine and

Fisheries). . i ST R el FOTTE N RN TRNRSMEEN CEERE 145453 oo 1-22-71
Coomputer sunulalumv. war meng, and contract smdms (rcques( of chairman,
House Committer on Appropriations). .. 163074 2-23-71
Civilian Health and Medical Program of the LI\IrDl'mEd Services {rcqul_st of
chairman, House Cominittee on ,\ppruprunons}, - . . 133142 . 4-16-71
L, 133142 . +=16-71
Electronic sensor and surv elllancc systelns in Smuhrnsl \'.:.\ (1 equest of r'h:urmal!
House Committee on Ap~ropriations) (seeret). . = 163074 - ==
Airlift/scalift requirements !’rf_xl_wst of chairman, Huust_ Committee on \rnn_‘fl
Services) (sccret) .. .. 170533 P 4= b7l
Identification of subcr,nlr.\cmrs in pul)hc wurks contracts (rt_f]tl('&l of :.I! airman,
House Committee on the Judiciary). . 3 {[0515:1 A ¥oT-d
Financial capability of conwractor to producc C-3.A aircraft {\rqucsi ::f sever, al
committees and Members of the House and Senate). . 169300 =12-71
Contracts with universities and other organizations to employ experts and con-
sultants (request of chairman, House Committee on Appropriations) 169457 4+-13-11
Tactical data systems (request of chairman, House Commmittee on Appropriations)
{secret). .. . . . 16307+ 4-30-71

World-W ldc Military Curmnand and Comrol S}utrm (rcqu:sl of chairman, Gov-
ernment Activities Subcommittee, House Commitice on Govermnent Opera-

tions). ... .. . 163074 et 5- 671
Defense Supply \gem:} s St‘md.ud \uwma(cd \[alerlel \[‘mazcmcnl ‘b\stﬂn

{request of chairman, Honse Committee on Appropriationsi. ... 163074 2 - +T7i
Cost and effectiveness of electronic sensor and surveillance systems (request of

chairman, Joint Economic Committee). . ..... ... .. 163074 Lo B=10-T0
Purchases of lettuce (request of chairman, S\:hcom:mucc on -\I,ru:ui'l.m 11 |,.;bu|

House Committee on Education and Labor) 167896 L . G-24-T71
Propriety of subcontractor's charges for labor irequest of ‘uen.m)r \\'nlln ! P- OX-

mire) .. o678 . . 7-23-70
Discharge of 1\11|Ihl|“\ pmscnm‘l l)ec‘\u.u‘ of preservice ph\ sical dtk’( 15 request of

Senator Richard S. Schweiker). .. . [RIBLN ; 7-27 70
Control of priroleum products in Southeast Asia (reguese of ‘-u-.l vtors Willian:

Proximire and Joseph M. Montoyal. 163028 T-28-70 .
Detention of carrier-owned rail cars and drmurnge chargcs incurred (request of

Senator James B, Pearson). ... . % : ; 107724 ; d=14-71
Plans to contracy for commissary items on a OG-month basis (request of Scnator

Wilham Proxinire) 3 144875 8= 1470
Projected costs of the Indochina War (request of Congressiman Siduey R, Yates) 1oug32 . §-28-70
Workloads of Armed Forees Examining and Entance Stations (request of Scoator

Richard 5. Schweiker). . - [ 140486 . Lo 8= 870
l-..qu:pmem at Defense Industriad Plant Equipment (<_1m‘1 freguest u[ Senator

William Proxmive). . . ; 160232 ... S-18-70
Characteristics of the F-14 and F-173 aircraft (request of Congressman Williwm

S, Moorhead), ... - P 158664 : O-1-70
Contractor’s complaint of unfar weaunen: (request of Congressman Marun B

Mok nealledi oy sans sans : Indng7 ¢ 10-14-70
Governinent participation in naticnal nfle marches irequest of Coneressinan

Charles A, Vanik). . . Lo . ) [RREEE s Tol -2-70 ..
Diversineation of defense-ariented contractors o nonmilitary. producuon fre-

quest of Congressnuan Kichard 1. Hannay {18 3 = 970
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MILITARY DEPARTMENTS-—Continued

Department of Defense—Continued

Selection of air carriers for transporting military cargs irequest of Congressiian
Lowell P. Weicker, Jr.)

Community civil defense shelter program trequest of Senator John J. Williams

Research project performed by 2 aniveizity (request of Congressman
Langen).

Costs related to \rhngmn \‘!ltul’lal (_.unctcr} lrr_l{l.l(st of ‘:n‘ndl:or Quentin N,
Burdick). . .

Participation in the Federal .‘:unmnr F:nlpl:)yn\cut Progrom lnqm.st of Con-
gressman Odin Langen .

Delayed payment of a contractor’s invowes (request of (_an;.rcssrnﬂn Joel T
Broyhill}. ... .

Subcontracting for lechmnl services nmqur:sl of sever al \lﬂmi)rrs of the Cungress). .

Contractors' independent research and developinent costs (request of Senator
William Proxmive). @
Sale of a surplus milling machme (I‘CQULSLDES(‘I‘J’IIOI \\ I”ldul I’rmmun |
Costs related to Arlington National Cemetery (request of Senutor Robert Pl
Grifin). ... .
Production contract for Ihn: C 3 aircraft “request of Senator Edward W, Brooke |
Profits of defense contractors (request of Congressiman Willian S. Mailliard 1
Closing of an office of the Military Traflic \Iamgcmrnl and Terninal Service
{request of Congressman Melvin Price).
Operations of military home town news centers (rcqucst of C ongressiman Ired B.
Rooney).........
Control of petroleum pmducl; in ‘muthmsl .\sn (request ol' ?rnfllor William
Proxmire). . e
Joint Civilian Orlenl.lllon Cnnfcrtnce: irranst of Congicssmdn Ht-m I{‘ uss )
Contract and contract administration audits:
Pricing of traveling-wave wbes on basis of cawalog prices
Contract awards for resweoom paper produces
Preaward surveys of prospeciive contractors
Uses made of contract fees paid not-for-profic corporations
Surveys of contractors’ procurement systemns
Clontracts for administraton of Government property in Flmll.md
Award of multiyear contracts under Public Law S0-478.
Pricing of a subcontract by a prime contractor | ]
Performance and delivery incentive provisions in contracts.
Military construction:
Ciost estimates prepared for internal use in connection with invitations for bids
und award of construction contracts. . ... .......
Determinations of requirements for family housing ar m![tt.m mbralhmons
Use of standard plans in planning new construetion. ... ... =
Cost-effectiveness studies of designs for bachelor officer quariers. .
Civilian pay audits:
Continental United States installations. . .3 reporis. .
Audits of disbursing officers’ accounts:

Continental United States installations. . Treports.. . ... 5

Other audits and revicws:
System for exchange of information on active research and wehnological work
Management of shell-life supplies.
Food processing operations at military installurions
Use of automated proeedures for processing small purchases

Referewee
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SECTION 1

Hoferezp
MILITARY DEPARTMENTS-—Continued
Department of Defense—Continued
Other audits and reviews-—Continued
Use of Federal Telecammunicatons System welephone network at military in-
stallations ... ... ... A o O R E TR 0% . 2-18-71
Management of the IJr frm: Reunil Iy + Lugistics Suppun programn - . 1719 . 22U
Delay in terminating a consiruction project. ... . = 1747 : : = 1-71
Reorganization of huuschold goods shipping qu.rmnlslmu-)u in i ! awiil 727G A =201
Operation of hometown news eenwers by the military services. T4nfan | : 3-27-71
Adminisiration of debt and payment clapms ... . LI7ig H-28-71
Paymems of dependent wravel elabms .~ . . . beairs? == T 1
Department of the Army:
High wrnover of managers divecting major research and developrent projecis 6Tl #-41=70
Savings and greater effectiveness obtamable in helicopter maintenanee prograu. T4b8HE 12 7 70
Need e improve management of the tactical vebicles developiment prog: am 3325 1-27-71
Inventories—inaccuracies, effects, and ways 1o improve o 146828 2-26-71
Serious problen:s in accourung for military leave. . . : 123037 4 2-71
Lmproper use of enlisted personnel . ; ; ; Lbdn 5- -7
Determining major equipment uu'cls—pnoblcms .mtlsuggnsuun: for improven.cuts IedT+ - 8-71
Contract for shipwright-carpentry work - cequest of chairman, Military Opera-
tions Subconunittee, House Commiitee on Government Operations). . lofinln 7-17-70
Conwact for assembly of radio canmunication systems {requese of chairman, Sub-
committee on Economy in Govermnent, Joint Economic Commites 1B5004 - 6-70
Evaluation of a “should eost™ review conducted by the Armw trequest of chairnu,
Senate Connmitter on Armed Servicest [LRTERS 1- 8-71
Development of a tacuical lire direction svstem (request ui\.hdlrumn Hr:mc Clorn-
mittee on Appropriations) (seeret! g4
Support services of the Eighth T8, Army in hun W irequest of chairman, House
Committee on Government Operavons). 32900 +=12-71
Development of Combat Service Support Svsweim rcqm“: aof chairman, House
Commintee on Appropriations) ... . 103074 b= 7-71
Replacement of a field protective mask rrqur'st of chairman, Subcommitiee o
Economy in Government, Joint Feonomie Commitee ), 171600 = 7=
Civilian pay operations, Frankfurt. Germany rveguest of chairman, House Conis
mittee on Post Office and Civil Serviee . 172752 v =147}
Conversion of heating furnaces from coal 1o oil at mtl:t,m installations in Europe
trequest of Congressman Danie! . Flood ). . . Inugos . T-14-70 .
Operation of melting firnaces in Viewam request of Senator William me. e, [RHE B : 7-27-70
Surplus equipment and supplies at 4 supply depot irequest of Congressman
Flewcher Thompsony .. ... 1H2a1s ¢ B= 320
Prices paid for speaific ilems pum‘hast d freques: u!' Cum,:rssm.m Ric !mrd .
White ). - Tod3ls : 8- 6-70
Conslrucunn of bache Ial cfﬁc s’ quarterss request of Senator Harrison A
Williams, Jr.}. . . thngds 8-13-70 .
Operations of the Louisiana \rmv \m.nulmu-n Plant irequest of Senator
Williain Proxmire) .. . 163724 8-2%-170
Government-awned machinery in a contrauctor’s plant (request of Cum_u SEWOIIAL
Martha W. Geiflithsr . . 4 L7 . ln=18-70
Inzctivaton of the Granite Ciy \:n.\ [)c.nul frequest of Congressman \T:-Inu
Price ). Tlaedeaaed lik =70
Construction of motel at l‘nrl DeRussv. Hawail (request of Congressman S
Steijger H1=13-70
Cirenmstances surrounding .m-:rd ol foeuntract creguest of Congressian Wikl
H. Marshai. . e L0244 LE=23=-T0

180



MILITARY DEPARTMENTS—Continued

Department of the Army—Continued

Purchase of AN PRC-25 radio sets (request of Congressman H. 1. Gross.
Utili..ation of civilian pcrsonnc] in Hawaii (request of Congresswoman Patsy T

Mink)... ....... . :
Operation DfCLnlral meat- prucr:‘-smg pldnls frcqur‘-l tlf\rllulfn Willian Proximire
Use of ambulance trains {request of Senator Wil Proxmire ). ..
Plan to close the Army Pictorial Center (request of Congressican Emanuel Celler
Contract and contract adminisiration audis:

Contracting procedures at Frankford Arsenal

Pricing of contracts awarded -0 contractors for production of M-1n ritles

(2 reporis). ..... ;

Incentive provisions in a coniract far r{‘wdr(‘h and development .

Lquipment rental rates included in a construction contract.

Pricing of anununition ites. ... ..

Pricing of E-8 launchers.
Civilian pay audits:

Continental United States installations. 24 reports
Audits of dishursing officers’ accounts:

Continental United States installations 12 reporiz.

Owverszeas installations | We e R §reports

Overseas units. .. ... ... e 4 reporis

Other audits and reviews:
Construction of a golf course at a depo
Manpower management of support fovces of the Eighth U S, Army in Rores
Management of communication equipment and compouenis at i depot
Deterininations of requirerients for major iteins of equipment. ...
Management of research and development of electronics-commuunications

equipinent. . .

Automated 1111|1agc|ncm lllfurmduon syslrm of l.hc Ccrps u!' l..\"ln(‘r.'l's
Operations of the Joliet Army Ammunition Plant....
Maintenance operations in Southeast Asin.
Management of programns for development Ofi onv m-.:un-l! weapons. .
Management of programs for development and improvement of munitions. .

Department of the Navy:

Savings attainable by climinating duplicate stocks in the Marine Corps,

Adverse effects of large-scale producrion of major weapons before cnmph‘lion of
development and testing. . ... ...

Improvements needed to upgrade the muhnrss ur thc Naval Air Reserve 1secre n

Adverse effects of producing drone antisubmarine helicopters before cnmplcuon of
devclopment and tests ;

Adverse effects of producing the A bQS ~26 surface ship sonar system for service
use before completion of development and testing ... ... ... ...

Evaluation of information from contractors in support of chum ..nd othr:r pricing
changes on ship construction Contracts. ... ... oo .
Inventories at naval shipyards—excesses ;md. lmpt ovements m'id(' )
Problems of the decp submergence rescue vehicle program show need for i:uprm'r-
ment in management control.
Premature production of the :inusubunnno \mrf’!rr s.lm t..umal lm\ I} equeney

analysis and recording system. ;
Analysis of the F-14 gireralt progrim: request n!’ ch tirinan, Preps (ru!nm iu—
\leu.lg.lllllg7 $ub¢:unuu|ttc.c, Senate Conunittee o Avmed Services ) (seeret II
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SECTION 1IN

MILITARY DEPARTMENTS—Continued

Department of the Navy—Continued

Contractual features of the S=3\ aireraft progrin trequest of chairman, Pre-
paredness Investigating Subconunities, Senate Comittee on Anined Services)
Adh wration of project orders rrequest of chavman, Senate Conunitiee on

Armed Services). | ;
Cuosis under contract for the F- 14 aureralt  request of charman, Senate Comnuttee
on Armed Services)

Information on the F-14 aireraft progran: request of chairman, Senaw Comminer

on Armed Services

Performance measurement svstems .
Clast estimnates prepared by the contractor
Procurement of breechblock locks request of Congressman Oxdin Langen s
Internal gudit at o Marine Corps base trequest of Congressman David N
Headersont,
Plan to close the Naval Ordnanee Station Srequest of Congressmen Harold K
Collier and Roman C. Pucinsk
o
Condition of M- wreral flown by Manme Corps pilots trequest of Senatar
Wikl Proxnure!
Contract award for eonstruction of 11901 class destrovers (request of Senator
Marvgaret Chase Siith
Govermment producuon of nvbos rope - request of Congressian Hastings Keth
Financial imvolvemens moa research progect of o privawe individual reguese of
Congressuun Charles v Noanik s

Atnnatic data processing operations s construction betalion center sreguaest

of Senator Claborie Pell
Consruction of fempor
Claiborne Pell i
Ltthization of manpower a1 o wanval soppiv cenier regquest of Coneressonan G
Wil Whitehursy

v fodeing muts at a naval base irequest of Senauw

Contract and conract adipusranon adis

Eimeraency procureinent procedure
Cuon
At a naval air station
A Mar
“Should Cuost™ review at o conrar toe's plast
Da.
Do ,
Pricing of & negotiated conracs
Do
Do
Do
Settlesent of 4 contract for nuciear subinine propulsies equipnent

At acsapply center

act nperation of o parts ot

e Clorps wir suition

Pricing of 4 negotated contract
Chvtlian pay audits:
Continental Unnited States mstadlations 2 repurts
Audits of dishursing officers” acconnts
Coutinental United States mistallations A reports
Cverse

nstallavons 2 reports

Crthier aodine and reviews:
Safeguarding pilferable supplies
Urilfarmed Services Savings Deposie Proaras of the Manae Corps
Clognputstions of requirtnents tor sateriads-handling equipnnen:
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MILITARY DEPARTMENTS—Continued

Department of the Navy—Continued
Other audits and reviews—Cominued
Management of surfure subsurface training
Manning of the Fleer Ballistie Submarine Progriam
Audits of military pay records ac the Marine Corps Finanee Center

Department of the Air Force:

wagemens control over the basic research proerasa ad-

istered by the Oflice of Scenibic Research

Analvsis of the =15 ralt program Geguest of chairoin, Prepared-
ness Tovestgating Subcomminee, S
(confide .

Tools for maintenance of C-5
Economy in Governinent. Joint Eronomic Conenitier

Test program for the B-370 aireraft crequest of chai
Armed Services)

Need w surengthen o
i

¢ Comndttee on Ar

ali. .,

- Subennuattee on

N aireraft rrequest of cha

man. House Comnntees on

Development of the Advanced Logistes Svstemn request of charman, House
Comminee on Appropriations

Contractual features of the AWACS aircraft procram srequest of charosn,
Preparedness  [ovestigating Subcommites, Senate Committee on Armed
Services) iR

Use of Glaseow Air Force Base as i al

IFANSPOr LGN gateway o overseas des-
tinations irequest of Senator Mike Mansheld
Comract award for research and developioent teequest of Coneressiian Charles
W, Whalen, Jr.-
3 LT
Expansion of a wlephone svsienn at an Ay Foree base crequess of Congres
Jokin E. Moss;

Construction at i Air Force base treguest of Coogressian Witliaan | Randall

Withdrawal fre . an air base ic Topol, Ll creguest of Congressoan Mak
Andrews) teonhidenial }

Nir Foree Cumuinicat
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SECTICN 1

MILITARY DEPARTMENTS—Continued

Department of the Air Force—Continued

Clonuact and contract administratnon andis
Priciig of tires for heavy vehicles
Pricing of electronic tmbes
Pricitg o A= 17B aireraft,
Clonty

enng procedures an s air materiel area

Conwacts for operation of i bases i Greenland
Clivibian pay asadies,

Continental United States  installanons H repasts
Audits of dishuvsinge ofheers’ aceannts
Continental United States instltianions W Tepars Various
Cwerseas instatlitions 3 reperts Narions
Overseas units, repurts - —_— Various
Onher andits and roviews:
Readiness status of tnits of the M Force Reserve amd e N aad Gaard Findin 7o 70
Manaveent of sepairabile supphy tens 27l
Audiss of sulivas pay records ar the deconnting and Fiince Cente [RICIEN 1-12-71

INTERNATION AL ACTIVITIES

Agency for International Developmeat:
Progress and problemz i U od w the eeoromag srineaston of Cenrral Aenerica TS NTUR B I Sl
U5

Review of adasi

stavwce i Liberna isecret | F [IUERH LR R ]
itration and effvetveness of LS, evonoie aod oalitary aid o

Monduras secret

s inder

Examination inte actions by AD o jnsure reasanableness of pas mer

contra ta tor rebabadineion of exvess properiy in O iaw v oregquest of chadiman,

Howse Costinatte 1y Foreten Ml IR 1-21-70

Followup review of activities nnder contracts with the Aerican Tosoitute for Free

Labor Develaprzent pequest of Juadrian, Senate Cotoeitee on Foreign Re-

Ttiuns L Teed Temd Ho b-Tu
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INTERNATIONAL ACTIVITIES—Continued

Agency for International Development —Continued

Liwaited review of the refugee reliel g

Subca dttee on Refogers and Fs
s of reconmend
strengthen a

e e in Loaos secrers cveguest of chaieone,

apees, Sewate Conpnitee i the Judi ey

tis designed 1o baprose NI Mission puasgenens ad
s in V1
chairien, Subcomanittee on Foreign Operations amnd Governoyenr [alor oo,
Huuse Co

and inspections of U S, progrs L Teuest Gt

wbtee on Gos srient Operations

Review of the civilian health and v vebaed cosaabiy progricn in Vet e
gquest of chairman, Subeonumites on Kefogees and Escipees. Seaate Cosoatees

on the Judiciny

Connenny diffienliies in assi

ST Wl e
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e oy Refagees and | e (oot

Review of the civitian bealth and wan
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S I
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“SECTION 11

INTERNATIONAL ACTIVITIES—Continued

Department of Defense—Continued
Military Assistance Program-—Continued

Supplmna'm‘ll re| pnrt on problems in the adminisiration of the wmilitary assistance
1, Senate Conunittee on For-

Other Defese International Activities:

A case history <howing need for improvements in the management of overseas
mility construction contracts
Ecunor

advinuages of using American- m-uie lruLLs abroad 1o transport

5 10 COONOMIZE O pure| h.a:.: s of dairy and I).Ikn\ products for U.S.
forces in Southeast Asia

Followup review shows long missing Government-ow nl:‘cl m.llvnniq in \’lc‘um!u
still unaccounted for.

Economic advantages of using \mer
mants in Western Furope

n ingredients 1o satisfy milk requires

Information on accidental bombings--laos lsccr"lJ {rrquf.‘sl of chairman

Subeonmmitee on Refugees and Fscapees, Senate Committee on the Jud
ciary) -

Information on agreement between lhl" 1 nited Sl.tles .m:l feelard pe o
to disposal of foreign excess U.S. personal property (request of Senator
William Proxmire) e

Review of L m(Ium'uhr.-luun '[)d\lll('IHS for war darn wes in Viemam
(request of Congressman Charles S, Gubser) .

Inquiry as 1o the propricty of U5, Defense contractor's -tglcr‘mtlul [l
tech
ment.

cal datn du\'clopﬂ! in the production of certain ULS. military equip-

Review uf uITshor(‘ procurement of batter in
Need for improved administration of petrolenm and property management
cthe U5, eivil administration of the Ryvukyvu Tslands

I savings by consolidation of military laundry fac

ope .

Potent
Rev

ties abwoud

rweef the cconcmic and balance-of-payvments aspects ni'inrrr.‘isiug the Ar
tes in Vietnan

tiges of procuring U S, peanus in lu v of for
nuts for Military Exchange Serviee acti

Interagency Programs:
Food for Peace:

Potential savings available by limiting shipment of Tide 1, Public Law 410
agricultural commnditics donated w Turkey w only direct pors of call

Ut

Need for inereased contral over local curreney made av,
Vietnam For support of 1s | budyets
Opportunities for beter use of LS -owned excess foreipn currency in India
Clertain inforinatic ding the U5, purchases of local eurrencics in coun-
v aid frequest of chair

ation of Foreign Currencics:

able w Republic of

and ¢

tries which are recipients of mi Senate Coim-
mitter on Foreign Relations)
Followup review on the opportuni

currency in Ind

owned foreign

st increase the use-of U
and Pakistan to benelit the LS. balance of pavinents

Oher Interagency Acuvites:

Balanece-of-pa

s beoefits achieved by the Department of Agrieulture
through an increased agriculiural barter program
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INTERNATIONAL ACTIVITIES-——Continued

Interagency Programs—Continued
Other Tntevageney Activities—Continued

Need for interagency consideration of applications for investiment surveys and
guarantees invalving potential displacement of U8, agricultural exports .

Compilation of GAO report findings and recommendations on the administra-
tion of UL, ecconomic and military foreign assistance programs (request of
chairman, Senate Committee on Forcign Relations). .

Status of the use of American-made buses instead of I'mugn -imade buu;- abir m\d

by .the Department of Defense (request of Congressma E.
Chamberlain)............. T S R e R
International Organizati and Institutions:

Purchase conunitment made to an international organization priur o avail-
nhlhl-_.r of funds {confidential). . ... ... ... ... .....

VLS. " participation in the International thnr (}I‘I..Zlii]f.lllm‘ net rﬂ"ul:\('l\

managed. . .. .... .. . e A .
Comments and w;.{;;('slmnq l'ur lI'lde( ndl‘nt reviey ;lnLi cvaluation of international

organizations and institutions (rtqucst of chairman, House Commitee on

Forcign Affairs). . R L W RS R B VR SRR
Review of interest rate dllTerenll.\l-.: on |n:a.mq madr by mu-rn.llmnal hnd

~tal in-
stitutions o intermediate credit institutions {request of chairman, Subeom-
mittee on Foreign Operations, Senate Committee on Appropriations). . .
Review of Adlai E. Stevenson Memorial Fellowship Program. ..

Peace Corps:

Information regarding the release of a newspaper mat by the Peace Corps o
counteract previous newspaper articles which had been eritical of a language
training course [urnished to certain Peace Corps volunteers trequest of Congress-

man H. R. Gross). .

Information rtg'lr-:lmg A constituent's lcqur.'sl for assistance in ul)'..lmmg reine-

bursement from a Peace Corps contractor {request of Senator Birch Bayh!

Department of State:

Improved linancial administration and revision of fees needed—consular services
programi. R e R R

Need for impr ()\‘cd review ‘lnd t'(lurdul.llmn of the foreign aflirs dsprCls OI'[ ulu gl!

research . PR YA AN AN T 18 S SN BN N e
Denianl l)y l.h( ]l(_p“:rlml-nt of ‘St ite nf aceess to n‘curlis concer nmg u.5 occup-mou
costs in Berlin (secret) (report to cight congressional committees). ... ... ..
Heview of the administration of claims operations, Deparunent of State
Survey of activities at the Regional Finunce and Data Processing Center in Paris,

France, Department of State. . .. R A R
Review ol payment allowances nld ({u'l—ru als 1o civilian employees at overseas
] O TR i B e R TS

Iimprovements needed in the I
sistance programs in Latin

g and proge ing ul' developmental as-
erica to meet LS. objectives and goals. . ..

Department of the Treasury:
Survey of dishursement procedures at the U5, Treasury, Manila Regional Dis-
BUBSINEEOMCE, . ccvi i e v s s veamiea
Independent Agencies:
Audit of Ihr.Expor_t-Iiupurl Bank of the United States, fiscal year 1970, .. ...
Examination of the {inanciai statements of the Export-Tmport Bank of the United
States, fiscal year 1970....... ..., E i
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SECTION 111

Rederenee

GOVERNMENT-WIDE AND MULTIAGENCY ACTIVITIES

]’ru].,ll ssand problems in implementing the Federal Claims Collection Actof 1960, 117604i3)

Need 1o improve ellectiveness of contractor procucement system reviews:
Departinent of Defense and National Aeronautics and Space Admi

ration .. [EENE

Management of federally .[]!1:113[‘1.’(' research by the University of Michigan --a case

T D S e M Fal i By P S e : 1172149
Federal assistance {or presidential transitions ; 5 ) 158145
Status, progress, aied problens in Federal ageney accounting. - . TIA3M

Acguisition and vse of suftware products for awomatie data pﬂn‘.cm.inu SYSLCIRS i
the Federal Government G B TR LA i 115364

'\;,(-nm compliance with reporting requirements nf seetion 102 of the National
Z al Poliey Act of 1969 frequest of Congressman Benjamin B,

]”‘IC“JUlllj T S : i 53 5 171186
‘Substantial cost swvangs from esu |I_1I|-{hm1 nt of .lllollolmu program for Federal
liin emplovees trequest of chairman, Speeial Subconunittee an Aleoholism
and Narcotics, Senate Comauttee on Labor and Pablic Welfare). .

Wasteful Federal expenditures trequest of Congressinan Hale Boggs) _ 150845

Selecied significant andit lindings in the civil departments and

ent [request of ch 1, House Clan 110
Selected significant audic findings in the Degarunent of Defense frequese of chair-
mian, House Clommitee an Appropriations}, 4 i = Ton i
GAOs awthority to consider individual complaings of administrative abuse and the
degree we which the authority has been exercised (request of Senator Jacob K.
Javis)..... .. ;
Federal contracts and grants awarded 1o the U8, National Stdent \ssociation
irequest of Congressman Richard € Whieer ; (T TIXT N
Clage studies of auditing in a computer-based svstems enviromment . [RNRINE
ORGANIZATIONS OUTSIDE THE FEDERAL GOVERNMENT
Government Services, Inc.;
Internal controls for safeguarding assets ; 2
Audit of finaneial statenients of Governiment \Ll\lu< Ine., yewr ended Dec. 31,
1970... A e 114820
Audit of tinancial statemenis nf ].mplu\u |{u:rum nt .m:! Benetit Trust Fund
and Supplemental Pension Plan, year ended Dec. 31, 1970 ., e - 114820
Examination of fmancial statements of Disabled American Veterans—National
Headquariers for vearended Dec. 31, 1964, Lile Membership Fund for year ended
Juue 30, 1970, and Service Fouwndatan for 6 months ended Dec. 31, 1964, a5712
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SECTION 1V

APPRO\_!ALS OF AGENCY ACCQUNTING PRINCIPLES AND STANDARDS,
AND :SYS_TEMS DESIGNS DURING FISCAL YEAR 1971

The Budget and Accounting Procedures Act of 1930 (31 US.C. 66 requires the Comptroller General 1o
cooperate -with the exccutive agencies in the development of their accounting systems and o approve such
accotnting systems when he deems them to be adequate and in conformity with his prescribed principles and
standards and related requirements, Approval is given in two staces - -the individual ageney’s own statement of
principles and standards and the design of the accounting system itsell. The approvals during liseal vear 1971
-of agencies’ statements of their principles and standavds and of aceounting svstems desians are listed below.

Approvak dare Approval dite

Systems

. einviples Sasleng .I‘rim'iph-:'- 3
am dlezlpgns anl desins

standards stanedard s

CIVIL DEPARTMENTS AND CIVIL DEPARTMENTS AND

AGENCIES AGENCIES—Continued
Department of Commerce: Department of the Treasury:
Economie Development Admin- Othice of the Treasurer of the
istragion. ... P Co 10-30-700 10-30-T0 United States:
Maritime Adomisteation. . .. i I=15=71 I-15-71 Acconnting for public moneys. . 2-22-7]
Patent Oflice. . ; ; ¢ 4= 37 4- 5-71

INDEPENDENT AGENCIES

Depart tof the Interior: ‘
CRRTHNSIIR IS IED Equal Employment Opportunity

Alska Power Adiministration ., . Loa21-T)

i i e 7A Commission. . .. aa R
Geological Survey. . ., - #-21-70
U"u?‘: of llju [(‘!’l‘llul',‘t‘s: National Credit Union

Director’s Office. . . i |

Administration ... . s . 9=23-10 ..

D 3 f Labor: i i i
epaciipent ol:Labaor National Oceanic and Atmospheric

Federal-State Employment Seeurity Administration . .. CO0-0-T00 10-30-76
Ageney..... . . ) : 12=31=70
: Railrpad Retitement Board. . ... . . | P=23-71
Department of State:
Farcign Service Retirement and Small Business Administration. .. . LET— #-19-70
Prisability Fund. | + 7270
Pesos Corps. ... .. e R L | [ . United States Information Ageney ... 12— 4-T1)

189

U5, GOVERNMENT FRINTING OFFICE 130 0“’-!45"555






CONTENTS

SECTION |.—-Compilation of Findings and Recommendations for
Improving Government Operations

Contents

Compilation | '

Indes by Governnent ageney

Index by functional classification of the Federal huducy

SECTION Il.—Financial Savings Atiributable to the Work of the
General Accounting Office

Colleetions and other measurable savings

Details of other measurable savines

Additionat fmancial savings not fully or re rhh mneasurable .
sSavings and benehits w others.

SECTION Hil.—Audit Reports Issued During the Year

SECTION IV.—Approvals of Agency Accounting Prlnf;tples and
Standards, and Systems Designs ;

Pagr

4
140
142

144

145
1414
157

|24

134

m -



	Contents
	Contents



