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DFAR SIRS .
In accordance with section 312 (a) of the Budget and Account-

ing tact of 1921,1 respectfully submit the animal report on the
activities of the United States General Accounting Office for th e
fiscal year 1965:

This report-:cover : work perforinetl under the direction of the
Honorable Joseph Campbell who retired by mason of phi; si..a l
disability on July 31, 1965. Dnring P. (;,aiiI>l>e G temwe €,s,

10 1 tars and 7 inon0s as ( ;o 3 .lF,r€?Qr .,envr11, and du-t igh his,
leat&i'+hJp of our exl ;3t't :±a our pttt6['•-'I)Fl :`il accounting am l

auditing staff hzu: ,Seen W'e5pal a : ai itore €'f E v etive inst `t7.iuwt.

S ;t E3ari'v132g C)ilt : otir ttt;~tntOi ' 4' tlttt7€'~ t.~.
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~_;`etlt'~' t3E, tiie € ,t)11`ii•f' .;`;
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-
and 172 prmuotbg efficiency and ("co ionty in ~3oi'ernttt_ ; t
of?€ .'xations . tjit€ter lib 3(huinisttrat[im €: r )E•t!<tior i?Ftsils g lost( .
reporting operations were extende€l iwo practically all of th e
departments and gigene;cs of the G€ (-t•i3tFteFtt .

In our contirt iNg activUbs c€t~ hill do our ntmc)=t to Ftrtiic r
increa—;,:e our vAne to the

	

,md <Fi`r i_ro . i ril ; :i'.'iit .

FR INK _l1 . WMEL,
Actin . :oratp'a-o ler Gen.eata l

oj' the t-7nit€'d States .

`!'he President of the Senate
The Speaker of the House of Representatives
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CO—NIPTTit)LLERS GENEIR L OF THE I .`ti1TE) STATES

and

.1SSVIT \T C.'t MPTI OLLEIRS (;ENE;Id it, OF THE
UNIT-ED ST'ATE'S

The ,(,cneral Acc iuntim, Office is tinder the control and direct-ion -o i
the Coin pIroller General of the i nited States . There is also an Assist -An t

Comptroller General of the L`nited States who performs sucli duties a s
ma ,N be ansigued to him by the CouEptrolier General and Nvho acts a s
Comptroller General during the absence or incapacity of the Comptrolle r
General, or during a- vacancy in that, oiliee . The Comptroller Genera l
and the Assistant Comptroller General are appointed by the Presiden t
with i i :advice and consent of 111c. Senate .

Comptrollers General of the United States

;folio 13 I'Mcc trl

	

July 1- , 1921-Jane 30, 1936
Fred I-1 . Brovin

	

April 11, 1939-June 19, 1,040
Lindsay C. NN'arren

	

November 1, 1 .910-April 30, 1914
Joseph. Campbell

	

December 1.4" 1911-Jul}- 31, 196 5

Issistant Comptrollers General o{ the (United State s

t-.urtin R, G ; nn

	

July 1, 192I_ -November 11, 193 0
ltiiehard A" . 1 . 1111iott

	

March 9, 1931-April 30, 19 .1 3
Irant, L . Yates

	

ALIV 1, 1913-411.11e19:, 3
It . Weitze l 1~ranlc

	

t ctohe.,. 12,1933-
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burin, the fiscal year 1965 our staff carried out its v.-ork a t
2,711 locations throughout the world, including 3'7 foreign eosin -
tries in which we carried out assigzcciients at some 346 locations .
Approximately 3,000 reviews of selected aetivities and program s
were inadc invo l ving every major governn ental department
and, with certain exceptions, the independent: governmenta l
agencies, commissions, and corporations .

In. the civil departments and agencies, we made 1,260 review s
of selected' activities and programs at 1,402 locations within th e
Unitedl States, including 355 non-federal locations, such as
state and local ~overmiieirts, public works sites, and variou s
other recipients of federal grants, loans, and funds .

\'e made 1,015 review's of selected defense activities and pro d
grains mid. 22)4 reviews of selected international activities and
pro„ranis at. 787 military installations and 158 nonaii?itary loca-
t.ionsa including 38 agencies of foreign governments and 98 othe r
locations in foreign countries .

We made 469 examinations at 2641 plants and offices of con -
tractors and subcontractors holding contracts with the Arme d
forces, and at 101 plants and offices of contractors and subcon . ,
tractors holdimy contracts with civil €iepa rmients and agencie s
of the Government .

Refunds, collections, and other -measurable financial benefit s
resulting front the work of the. General Accounting Office
amounted to $186,780,000 . Of this total, actual refunds and
collections made by or throu gh our efforts daring the year
amounted to $24=,9 zh9,000 . In addition, many significant finans
cial benefits, in tlae form of coyat savitags are realized each year by
the Federal Government which are attributable to the work o f
our Office eveci though t-he,r are not fully- or readily -measurable
iii financial tCrols . These hetaefits result from actions taken by
Federal agencies to effect improveineois where the needs there -
for Were brought to their a,t etitioa~ ice co neetion with our au alt
Nv=ork .

1



During the year we audited 4 .4 million kills of lading covering
freight shipments and 2 .5 Bullion tratisportation requests for
passenger travel, and issued 70 ;199 claims against the carriers
for overcharges totalin g $10.1 million . kc also settled 28,459
claims from carriers against the Government totaling $26.9 inif-
lion for $23.5 million, or $3 .4 mullion less than claimed. In
addition to these direct setuleinents, we furnished assistance t o
the Department of Justice in some 92 legal actions involvin g
claujas against the United States nor $3.2 million whieh Nvere
settled for $1 .8 million or $1 .4 million less than claimed.

In our legal worti., we handled 5,442 decisions and relate d
legal matters . Included in the total ivere 811 legislative an d
legal reports -submitted to conimit-t .ees and Members of the Con -
gress on information of interest to them and 75 reports to the
Director of the Bureau of the Budget on proposed, pending, o r
enrolled bills and other legal -matters .

We settled and disposed of a total of 8,296 general claims
ag€ritist the United States, consisting of 488 claims involvin g
Government contracts, 4,40 t, claims involving military person.
net and 3 9404 claim=s involving civilian personnel and other
public= creditors . In the settienicat and disposition of these
claims we certified the suns of $78,283,755 .70 for payment. Im
addition, Nve adjusted and settled 41,921 claims by the Unite d
:Mates and collected $1 1 070,156. At the end of the fiscal year
-vve had 12,768 claijns under collection, representing aCcOluiLt,

receivable in the total ajnount. of $5,9=11,061 . We reporte d
4,687 claims to the Dep-, =!N:iiieiit of Justice for collection by sui t
and, as of Jujje- 30, 1965, there ivere 11,016 claiTnb under collee -
tion iv that Department rel)re.seuLing accounts receivable. ir i
l b e amount of $1,290,766 .

During the fiscal year 1965, we issued 893 audit re})orts t o
the Congress, conicuittees or Members of Congress, and agency

!

		

oflicial <. We uli; 6tted -111. reljorts on audits or ijiv{ sti atiou5
to the C:ougzess and 11 6 71 reports to congressional committees ,

9

	

officers of the Cougress, or individual Members of Congre is o n
fits or uive: tigatiojas ~tzade at their request . Of tljc 41.1 .

co'ngrd sioual r(-poris, 74 related to activities of the civi l
de,)artruents ajid ageticies of the Government, 193 pertained to

a activitic+s ijl the Depal-11'lit. of Detel se a i(l the three njilitary

2
i



(Iej)artrnents, and 44 related to international activities including - -
i Hitary and economic assistance to foreign countries . In
addition, we issued 317 reports to officials of the various depart-
ments and agencies and furnished copies m many cases to
congressional committees or interested Members of the Congress .

Our •epresentatiz~es testified before coy gressional committees
o 22 occasions and on a variety of subjects related to ou r
reports and work during the fiscal year. Seventy-two members
of our staff Avere assigned to the staffs of 19 congressional cony .
snittees or subcommittees during the 1965 fiscal year . Over
7,600 man-dais of technical assistance Avere provide '. for work
directly with and under the control of the congressiona l
coil Inrittces .

Our operating expenses for the year amounted to $15,621,000 ,
approximately 1 .3 million less than appropriated . Our staff
at the yearend totaled 4,278, as compared with 4,350 at June 30 ,
1961, a ilet decrease of 72 . Duri :iig the fast 10 years, our staff
has been reduced by 1,198, or approximately 26 percent . During
this, saute period, our professional accounting and auditing staff
has inereased by 346 to a total of 2,277 .





Cr APTL R ON E

The. General Accounting Offic e

REVIE' OF _1C :TIVtTIE :

A revie%,- of the activities of the Ceneral _fit-cemn}tinp «Bice
for the fiscal vear 1965 is presented in this report .

Chapter -- '1'wo de6,cribes the assistance rendered directly- to
the Congress duriu, , illc year . '11-jis was done principally
throu gh the suhmm scion of reports on audits and investiffations .
direct staff assistance to committees and -X embers of Conur s ,
the submission of reports on iegislative bills, and testifying
before Col}u1 e8 Iolnd Committee,,

Chapter Three discloses how Elie General ccomiLincr Office
has been of assistance to [lie w encies of the C oVernlllent in
hra1Tging about greater cffect}Eeness, efficiency, and evouomv i n
the conduct of their programs amd activities. Such asslistance
was rendered. principally iii the form of legal decisions an d
advice; perform auce of audit Nvorls culn-1l}atln-C in fiidill s ant l

Erecommendations to agency officials ; cooperation in the faC!'E't£?p-

me}rt of hinproved financial mina-enneut sys ems ; promill"atlol i
of principle staandaids, policies, mid procedures ; consuithig
advice in aae(lttlrim, and iisin automatic data procesaillg s-,-s-
telras; aadjudicatim and settli,lr claitlis ; and advisorV assiFtal}_c e
in traffic and Transportation problems .

Chapters Four through Twelve discus some of t-lit' significan t
audit ftudbigs and reeo,I mmidations reported during the )-ca r
and other information coneerllinv the, scope and results of our
aaadit work . "his material is arran ged, by tl}e deparlment: or

Iagency to imich it pertain- ,
Chapter Thirteen describes the legal a,;sistance given to the

Congress and the a,,eneies .
(_hapter Fourteen gar um arizes our activities relaatim , to re-

cruiting and staff development .
The appendix contains hasie 41formaation relative to flie orga-

nization and persomiel of Ow General Accoaai}tinc, Office, oll r
allpt~£ipl iaat :ioils and edn ts . nisei}air o l, relaorts and oilier docaamon t

±llCJ, lt- aalun, and rc,latt . o audit

	

and =ITITilaar d alaa .
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st innnary listin- of the contents of the appendix appears oi l
l)al;es 209 and 210 .

FU'\,MO'_`ig

` l'lic General kccomitin, Office Avas created by the Bud-e t
'and accounting Oct, 1.921, and islocated in the legislativ e
branch of the Federal Government .. Since its establishment ,
die responsibilities and authorities of the. Office have been

"

	

broadened by various acts of Con,ress incindin, the, Govermilent
Corporation Control Act of 194"), and the Accounting an d
_ tIditin; Act of 1910. Provisions of the major scat-wes as -

signiii(rauthority and responsibility to the Comptroller Genera l
and the General Accounting Office are included in. the appendix
beginning oft page 318 .

Under the d ;rection of the Comptroller General of the United
Mates, the (general Accountin g Office assists the Congress in
carrying out its constitutional responsibilities Nvith respect to
the Yexpenditure of public fumis by performing the followin g
fltnctions .

uditi.na.--Auditing the activities, financial transactions, an d
aceoa s, of the Federal Government .

fccounting.--Prescribing principles, standards, and relate d
require—c--is for accountiii 5 cooperatin- in the development
and improvement of a— gency accounting and financial manage .
limn systeins, and reviewin g and approvin g agency accoun in
-; Vs tell ls .

C'lcaims - settlemeot .---Settling claims by and against the Fed,
er<al Government: .

Debt c ."11ceti.on .--Coll ccting amounts € ue the Government o n
a( l jtulicated claim, alul amomits reported by, Govermner.t de-
partments and a one ies a,,-~ unvolleoilble turoudi iucan :, avails:t)l e
Io them

xIfTal work .---- -kenderiia-{ decisions at the request of heads o f
depart_i cas aid a encics all(] disbur.;illg and certik,ing oflicerrs
oil the le-alley o proposed payments or irmisaetions, Idiiel i
decisions are binding oil thy_ exceltt.ive branch .

Special assistati -I Io Me Cott ;;7't x.9S,' ~1a1<lii~ pedal midlts ,
sill- Vey 's an(I inVcst)(,atioiis at the request o! ' cougressional com-
mittees and Mc'i)ll,ers o t_.ocl+?i~a!3, ~,'beii feibll)le ; ftir►il:lina 4

6



inforrnnation in reply to inquiries ; assigning personnel to assis t
congressional committees, testifying before congressional Com-
mittees ; ' and furnishing comments oil proposed legislation .

Records mariagement and serrices .=hrese-rving and servicitl g
disbursinff officers' accounts, vouchers, certificates, and related '
papers u tii disposed of as provided her law .

ORG -1 ;i IZATIO N

The General Accounting Office is organized into the folio«- -
inv divisions and offices . The directors of these organizations
are directly responsible to the Comptroller General for carryin g
out the iuncttorns-indicated .

Accounting and auditing functions :
Accounting and Andit.ing Policy :staff
Civil accounting acid auditing Division
Defense Accotukthw and auditin g Division
International Operations Divisio n
Field Ol)erations Division
Transportation Divisio n
Office of Staff illanageanent

Legal work :
Office of the General Counsel

Claui ;s adjudication and settlement :
Claims Division

Personnel and adm,nistrative functions :
Division of Personne l
Office of administrative Service s

Ill addition to the headquarters office in Washington, D .C. ,
-16 regional and subregional offices of the Field Operations
Division are maintained ill cities throughout the Ignited States .
The Internatioual Operations Division liar branch offices in
Frankfurt, Germany, and Tokyo, 'Japan . '

.!err organization chart, for the General Acccumin g Office it s
of dune 30196S, is shown on page `III in the appeudix .

The International Operations Division was established as of
ugus% 1.9 t963, N61h the responsibility for carrying out th e

aceoAulIin1l, aw]itil , and investigative functions of the Genera l
accomit.ittg Office relaliti to all i . Government. ,o-r.anns an d

I The `t'Avo aftic.e . wa, rd(wiztINI in 17ou01111U, MlIV iii, ill Aurnst 1905 .



activities in foreign countries, excepting those specifically
exezIlDt from audit and investigation by law .

As of the close of fiscal year 1965; there were 56 cI111)1oyce s
stationed Overseas.

Althottgh there has been a steady decline in the total numbe r
of;eniployces, the number of professional accountants . auditors ,
and investigrators has i1;--greased considerably . For ccanyle,
during the 19, rears ended June 30, 1965, the rinniber of em,
ployees drolgwd from 5,776 to 4.2 C) a oleerease of 1 .193 .
llolvever, ,lie number of lrofessional accountants, anditor4 5
and investigators increased from 1,1131 to 2,277, all increas e
of 876 . Of -the 2,376 professional enylovices on the roll a t
hire 30. 1:9652,277 ii v re accountants, auditors, and illvesti -
,ators (i neluJing 393 certified public accountant nd 99
were atioi nez s .

AUDITS AND I_ V 4TICATIONS

)Vith certain exceptions, the audit authority and responsi-
bilit i` of the General smmini_ing Office extends to a?1 a_'tivkies ,

ifinancial transacti«I+, and amounts of the t alwal Gavenu-nent- .
The auLborRv extends also to records of contractors having,
GOi'erllln]l'IYt 'ctlnt.ra{'t - negotiated 161 ,1101-1-i

-P1oIIi adverj:IsIn~, l-lnel r
st)bcontraciors ` records, and records of certain recipients o f
1!ederal financial assistance such as loans, advances, prang ,
Or Coll tribu t

Some authis are speedbyQ- rNjuired by law or are performed
at ibe retp lest of congressional colmnit iecs or individual des-
hers of Congress . .\ ,lost of our audit. work is initiated by us,
in fnrIhVraT1CV of our holier of direetiing our available manpou i ,
resmirces to the areas mliicln, in our opinion, N611 be most
prwhielive (}I syni6cant- idings and re vommendations fo r
nn wovi ng Govel'nnUm t, operations and achieving greoile r
eMeNnev aml econonnv .

In the Hain of this polky it must be ~Inderslood that our-
rc[)ort~, are not inte33tb! as overall evainat.Ions of agenc y
perf minalnce with rte .<lw-o to the l)rozrralw; or aelivities with

'.l-ltic h IN, rt°pums are conceriml. VIIc me an! e <erlin{,
f'c)Ii :-ttlllt- ET IiI}ri, to arc~>illt, our fsr cllngs at►I d

in luopwr perstr alive,, IN fX)tUNSit)ns Sims! in isle rc'lmrt,
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sl otalcl not be taken as e and&g to broader areas than actually
iii€lica(cil in the reports .

N?ost of our audit work. is perforated at the offices of the
various Government agencies in Washington , 1) .C., and else -
;where thronghont the United `Mates and abroad . IN e also do
audit ta~ork at contractors' plants and at the offices - of other
organizations outside the 1'ederal Governinent: Yliere the us e
of Federal funds is involved . Dnrini,~ -the fiscal year 1965, th e
General Accounting Office conducted 2,968 an€fits at ?, 1 3
locations in the United States and abroad .

The z ataie of audit York perforated in the dehaa-unwas and
agencies of the Federal Government is shown in detail on
pai rs 328 113rougli 331 (,!' file appendix .

list-ol the contractors and subcontractors chose record s
Yere examined by us duritat r the fiscal year 1965 is included i n
the apimi€liz

	

pages 32 1 t:li ougli 327 .
Ile rimults of our audit work are pailalislied in reports, issne d

throughout the )-car to the Congress. con raebwioiaal i°onaanittevgq

Nfenabers of Congress, and the Government a~ +~la€ ies concerned .
During the fiscal year 1963. we issued 893 reports of v h ich 57"1,
ilere addressed to the Congress, its comanitteek. and '.lembers ,
and 315 to ageney officials . The appentliti (liage := 290 thron rh
323) contains a complete list of aai€lit reports a~anv(l alnringg the
year .

'1mse reports contain numerous findhigs and recoannu'ntfa-
tions for corrective action. It is our leolky to give enm"i t
attention to the corrective, as dons taken mi {l :Oin sCy mum re'com-
inen€lathms lwevimidy reported to the Coijr mi s and to the
as?e'ncies'coincerncd . Shi.ce most of our reeoinitwin! aLions ar e
MOW to alg€ . wy officials, the major port ion of our folloY tap

AM is dire= uml to"acrd ascertaining and eF alaaaiNg the correc-
tive, actions taken by tlaein . 1' 'ollowup Fock is al i {lone- he
varbim cmigm sional committees mid b the Bureau o the.
Budget .

The General Aeconnting Office is responsible for deter:nainin r̀
the correctness of charges I mi€I for freiglit and pgastien er trans -
portation services fiirni, lihefl for the acconalt {if tile U-nited

9



States, for the recovery of overcharges, and for the settlemen t
of -transportation claims both by and against the Governm cut .
11urther, as a part of its basic audit and investigat ve functions ,
the Office is responsible for the review, evaluation, and reporting
of traffic management activities of Government agencies .

The Transportation Act of 1910 requires the administrative
agencies to pay carriers ' transportation bills upon presentation
prior to audit by the General Accounting Office . Certifyin g
and disbursing officers are exci pted from liability for any over•-
charges by carriers arising from improper rates or ela ssilicaltions .
Under these- provisions, our Oflice, receives- the I)-id bills on a
Goverxiinent-4vide basis, makes a central post Zau alt, €leteriniltets
OvCreharc,es and recovers the overcharf ez-, rroin hci carriers .
Our audit of traiisport:ltion e-barges Its being per iforined on 3
current basis within 6 niondis of l}aynic nt .

During the year we issued 10,199 notices of ov(rdlairoe. t o
commercial carriers -(iuesting refunds totaling °,10.1 l if}i€ nr
Collections from carrier .,, `ltirinc th€.' Neaar a nctim ted to $9. 4
million .

.In fiscal year 1961), we received X1.800 trans, ort< ;tion claims
against the Government and settled 28,939 claims . Of the

26,974,966 claimed, we alloiveel $"3,495,481 .Nl ich included
payment of $16,362,997 in assi`rned billiaig q covcrin;` ~lilital y
Air Transport Service: contract movementi. Fliese l;illiiip; s
,%vete assilnied to financial institutions and ,-ere audited befor e
payment to protect: fully the Goverinmrit . 8 Iiter"t tinder the
assimullents .

In addition to these settleYnei E ;=, Ai r e furnished wivice and
assistance to the De-=partment of Tustice, in 92 le '-al actions ill-
volving c.laainis against the Government for $3 .2 inlili€?n 2.hicll
were settled for $1.8 million .

W
r

e eolitlilued to assist the various tiepatrinu . . .a.- and agencie s
of the Go erilla ent 2Ii t-ilflle mana gelncnt and trtlil'Tort " "hoi t

IIiiatter ; .

	

~°bl ; assistance i", i€ti-ctl see u -bier [Sa e

cliamer headail y,- : ,

We, C't}tlttllued € iir prtli`tlt=' of ii .e€ tni~ c"Itli i € p-ei'ilt-iltivt- tk l

iEidividtia.l C<Irrlcrs 01 ii :i'.l[ lr€ .r' of $ii€'Ir tra +,(t

	

7tiS}€ .S $3<ii :

	

t€ )
5 ~diSel(- i aml resolve Iiltlttial 1)r- "52C mn.,

	

tea €iii€' <'lat :ci, 4 , c! I —
hies . In addiLion t.€1 fre(IfueIl €'_ ,Cus ions in Wash ugton m ith



carrier representatives Noe particivated iik nlevoitum r+ d, "violis
carrier associations.

During the year 15169 cultic feet of record material, c onsist-
hig principally of _paid transportation voi-iehers, for t-lr(- year s
1942'tlrough 1954, was disposed of under congressional apj)rova l
which permits the periodic destruction of record., having no
further legal, research or other value. Accomit :s paid sukvv-
quen-C to the year 195 are being disposed of on a continuing
basis as the utliorized disposal elates are reached .

A(:Co UN'1'1-\ G

The flilleIiOII S of the Gmeral AccomiI in ", Oflfi c v' k-11 ro-pi-c i

to accounting in the Feder,4 Government 1 ' s& of (1) lm -
scribing principles, standards, and Main! r='rInk : ', nts Or
accounting to be ol),eri`ed by Federal at e?er:c i

	

11,2) s`t ci l i<`I`tlt 4)i "'

Wth. the agencies in the developmem of tlivir

	

;

systons and in the improvement of their h mwi d nmm gnuml ,
systems ; (3) approving, their acuounihig ystenis m ' lIm c l<'t"_ii' d
to he adequate and i-1 conformity itihit pr sc ril,ecl prhte ple .
stic` ndairds, and related requirements ; Gild (1) rev iv% - inn agen !-,

accounting systems front tilne to time .
The principles, Aandarcis, and related iegniremeiits pre-

xTibe.d by the. Comptroller General are contained in the Genera la
,` cconlitilig Office~ Policy and Procedures Manual for Guidanc e
of Federal ,agencies .

Our responsibility to cooperate with the e .xe€ uLive agrellcie s
in t:lhc devulopnlcnt of their accounting systems and in th e
improvement o their financial mama genient systent ,; is carried
out in fray-, through the Joint Mancial Alanageluent Intl ;rove -
IIICIIt: k '1gk°!!I1x III. part iilroZi13 the -%vork we do in the agencie s
and in part tllron,,,,_lt the Nuance of Uhmtrative accounting
prt ceflure .

Mar reviev. of ammulltlll ;=it3iE'Iit :s are €',mrkt'i out as part o f
our reg.uhlr alit€It an ti al~.o `in the loran of special I'<'_views mad e
from tint(- to t€Tiles

f Awther IIIGm - lattoil oil our aveollilt k l? ' fall t o-ns is coluaiied
i!I f_:im tsar TI)rec±, " Avshlanc=e to the gene - 9 7~,



CLAIMS ADJUDICATION WORK

Another function of the General Accouating Office is the
adjudication and settlement of claims by and against the Unite d
Mates . Legislative authority- for this function is contained i n
section 305' of (lie Bud et and _accounting _pct, 1921, which
provides that all clainis and demands whatever by the Govern-
inent of the United States or against it shall be settled an d
adjusted is the General Accounting Office, and in section 30 4
of this act which provides that this Office shall superintend the
recovery of all debts filially certified by it -to be due the United
Mates. While these provisions appear to be all inclusive ,
Congress l a ., enacted various laws authorizing certain Govern-
inetit agencies and depaztinents to adjust and settle most of th e
claims arising in connection with their owa programs an d
operations, while other laws have given the courts exclusiv e
jurisdiction over certain types of claims. Ou the other hand ,
specific statutes have been enacted which provide that paymen t
may be amide only upon settlement of the General ccouncin g
Office. For example, claims for the proceeds of depositar y
checks which have not been paid prior to the close of the fisca l
year nett followi.mv the fiscal year in which the checks wer e
issued anust be certified for payment by this Office (31 U .S.C .
132); claims for underpayment of wages under the Davis-Baco n
Fact (40 U .S .C. 276a—2) and the Contract Work Standards _het
(410 U .S.C. 330) are for pavulent by this Office, and, with fe w
ex-ceptions, judgments against the hilted States are pai d
pursuant to settlerne-nts of this Office .

The following paragraphs pertain only to general chinas b y
and of aiust the United-Mates, -which are handled by our Claims
Division. Claims of common carriers for Iransportation serv-
ices furnishcd the Goverlunent are handle([ Im- otir Trans-
portahon Division and are connnented on he~~ittn~im- ~%itli [tar e
9 of this report .

Claims cagaitt . t the is lined Statcs.- -As it generat rule th e
%"OV_( rl 11)(I at departnnts and agenc~le5 pia ' most of their
obligations in [lie, normal course of business . Ckiim,, ag iitis t
ilic Unite(I Stales ttaat are referred to the Generat kc.co ttt_ittffZ~l

Office for settlenietit are tistially limited to those re(ft .ircd 1) v
stature to he paid can settlement of this Office and those III -
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volving doubtful questions of law or fact as to the validity or
amount of the claim or the entitlement of the claimants . They
arise from virtually_ any transaction of the Government and are
received from individuals, business entities, and foreign . Mate
or municipal governments . For convenience, the claimants
are classified as live civilian employees, deceased civilia n
employees, live military personnel, deceased military personnel .
and live and deceased other public creditors, and the subject
inatter is categorized as ccYnpensation, pay and allowances ,
travel, per diem, trausporiatiou, judgments, acts of Congress .
contracts, -trust funds, refunds, and miscellaneous . Our actions
include examination, development when rnecess,: ry, adjudica-
tion, and certification for payment, or disallowance .

Settlement: of the claims by this Office provides au ecouotnica I
fueans' by w~hieb rlaimahts and ad pnuaistra Live offices can be
assured of fair and impartial consideration and the resolution
of doubtful matters or controversial points of issue without ;
resorting to the courts . Settlements of this Office are not binding
upon the Congress or the courts and therefore -they do no t
destroy or diminish the rights of the claimants .

On July 1, 1964, we had on hand 612 claims against th e
United States . During the fiscal year Ntie received 8,290 claims
and settled 8,296 claims, leaving a caseload on Band of 606
claims on June 30, 196 . Incident to the settlement. of the.
8.296 claims we certified Lite amount. of $78,283,755.710 for
payment..

+Clui.nts by the United, ~_)ta!es .—Claims by the L-niLed Mates
are referred to our Office for adjudication * anti collection when
they involve administrative doubt as to -the amount or propri-
ety of the debt or the liability of the parties to the transaction .
Out , regulatious also require that. clefts due the United States
be retorted to us when -the depar_ttiacttts and agencies are enabl e
to collect the full amount of the debts tlaroi0i the use of thei r
regularly prescribed collection procedures .

The subject matter of these debt clai us is as varied as tha t
of claims against the C sited State .; . We examme, and adjudi-
cate the claims referred Iaere because of administrative doub t
:;o that action to collect the antomits found dtte the Unite d
Mates may lie taken if appropriate . fit other do at claims w e

13



ex"MiUle and develop -the claims and take whatever steps mad-
be uecessary to collect Our collection actions include demand s
for pa)-ardent : locator actions, development to ascertain th e
financial statils of the debtors, and the issuance of proofs o f
claim in bankruptcy and deceased debtor uses. 1f our devel-
opment of a claim discloses that a debtor is presently receivin-
payments from the Government, we take steps to have amounts
Withheld, if otherwise proper, for application to his debt. In
,the event a debtor is financially unable to reinit the full amoun t
of leis debt in one payment, he is permitted to make installmen t
pavilients connlnensurate with the amount of the debt and
his ability to pad-. If our collection acl :ions are unsuccessfu l
we may report the debts to the Department of Justice for suit ,
if warranted. to ether with our certification of the amount due
-the United States and such information and documents as ma y
he necessary to support court proceedings .

- Oil July = 1, 1961, we had on liand in our Claims Division
34,919 claims by the United States . During the period July
1, 1964 throu h June 30, 1965, we received 36,570 claims and
settleE~ 41,921, least=in a balance of 29,568 clainis oil hand Jun e
30, 1965, Of the `29,568 claims on hand, 12,768 were under
collection representing accounts receivable in the aanount o f
X5041,061 .12 .. Incident t .o our adjudication and collection ac-
th, it.ies dcering the fiscal year . u-e collected 1,070,156 . During
that period we reported 4 .687 claims to €Ede Department o r
Justice for suit and as of Jime 30, 1965, 7,01-6 of the claim s
pending with that Department. Nvere under collection, repre-
seutincr accomits receivable in the total amount of 1,290,765.68 .

FINANCItI . EII_tiEI% lTS RESULTENG FRO-11 THE WORK 01V Till-,

GENERAL ACCOUNTING OFFIC E

The audit- amid claims activities of tlee General Accounting
Office are of si .,nific€Int financial belle(i to tae Governllleut .
For the fiscal year 1965, vicastiraable thiancial benefits totale d

186,780,000 of` silaich 521,919 .000 relaresent.ed colleetions and
5161 .831,000 consisted of* o€hcr amae a :senaable benefits . The
latter Zrroul> of lei_=aaefits Naas ide.aitifie>c ; during Cite fiscal -N7 ( 1 a r

1 .9615 ansl eoal,a ;t, of realized or potential fivauciaal saaviaags t o

} _4



the Government directly attributable to action taken of 1>lanned
on findings develolrecl Dy the General Accomiting Office in it s
examination of agency and contractor operations .

Ili addition, there are many significant financial benefas of a
recurring nature attributable to the work of the General Ac-
countin Office which are not fully measurable in financia l
terns. These benefits also result from actions taken by ,Federa l
agencies in their efforts to eliminate the unnecessary elliendi .
Lures or otherwise correct the deticiencies brought: to light in
our andit reports .

A sunimar . of collections, other measurable benefits . and
additional financial benefits not fully or readily- measurable i s
included in the appendix beginning on page 216 .

-N-Taking decisions on the legality of expenditures of publi c
funds is the primary legal ivork of the General Accoulltil3 ;̀

Office. The C.oniptroller General is required by law to mak e
decisions in advance of the expenditure of public funds upon
the request of disbursin g officers, certifying officers, or the hea d

ofany department or independent estabiisbine.ut. Necessity
for legal decisions may also arise from the audit of the activ-
ities and financial transactions of Government departments
and age .neies and from other wort=_ of the Office . Decisions are
a'so made to contracting officers and to contractors doin g
business ,pith the Government, and to individuals and firm .,
rc(fticsting review of claims and derit actions . Under the law,
these decisions are final and binding upon the executive branc h
of the frovern*I]ellt: .

Decisions may be Itlade oil questions presented by any branch
of the Government or any departlneiit, or agent'I' and cove r
nearly field la-w . -Phe (nest-ions may include the cou-
struction of Government, contracts and agreements of e 'er y
kind, the interpretation of ., statute:; as well as the adiiiinisirativ e

regillations (,overning' ag'enew activities, and the exami~3 .-Mot h
and ci)nstritction of organic acts, Drohibitory statutes, appro -
priation cis, ireat :ii '., ancf Bute and foreign law .

f :oinine€1ts on. tins morn are contained in Chapter Thirtee n

of` this report..
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RECRUITING AND STAFF DEVELOPMEN T

We continued to devote considerable effort during the yea r
to recruiting and developing our professional staff` of attorneys ,
accountants, auditors, and investigators. Details on some o f
these programs and on other activities in the personnel field ar e
given) ill Chapter Fourteen of this report .

PUBLICATION S

The following publications of the General Accounting Office
are for sale by the Government Printing {office :

Decisions of the Comptroller General (f the United Mates . Pultlistte d
monthly° . - Stiltseription price ;^ 225 a year

		

t

	

facl(litional for~
foreign mailing) .

General-Account-in-g Office Po lim- and Procedures 11arucal for Guidanc e

of Federal Agencies . Sub .-;criptioli price 30 (4 :5 additional fo r
foreigir mailing) . .̀['itle 5, "`l 'ransportatioti ." is avail<_t~le 4 cp _

arately at 83 .50 (K additional for foreign mailing) .

Copies of audit reports addressed to the Congress are visuall y
available to the general public at a price of $1 a copy . Orders
for audit reports, accompanied by remittatices in cash or by -

the€k, should be addressed to the _accounting and Auditin g
Polies* Stale, General 'tccouniiii Office = 111 it Street NW. ,
t,V ashington, D.C., 205 M .

Audit _reports addressed to the Coiigaress are traiismitte d
simultaneously to the speaker of the House of -Representative s
and the President of the Senate . At the game time, copic9 ar e
sent to, various congressional colim-littees, such as Lite llollse

ryand Senate Committees on pprol)riations and Goverainctt t
Operations. and the cognizant legislative comillittees . _Also,
col)ies are sent to other congressional committees known to hav e
a special interest, in the subject of a report as well a :3 to Members
of Congress from States and districts in NvIiich the. aetiviti
xcpoi'ted on i located . Officials, in the executive bran - 11 t4-llo

receive copies of audit reports addressed to the Congress includ e
the President of -lite United States, the Seer€elar~ of tltc 'FreasurA .
and the llirector of the. Bureau of the Budget . 1111te top official s
of the a reiic y r€ spoltsil)le for the activiti(- coVered ill a relt .tr t
are furmstled copica cif the report . of rejwrt' involving

16



y ~ovcrnnient contractors and State and other local aacticies are.
Sent to the parties concerned .

Ecqucyts for copies of miclassified audit reports to the
(.,onbress received from Members of Con gress, comyressioaia lM 11

committee staff nienlbers . Government officials, inenibers o f
the press, and college libraries are honored without charge,

17
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eiiAPYEIR TW O

Assistance o the ;ove r es s

It was hugely in recognition of a need for closer surveilia llee
in the legisligtivn branch over the administration € f ~,overrunen-
tal programs that the 66th Congress in 1 €)2l. created the General
Accounting Office. That need has been recognized with in -
creasing clarity by succeeding Congresses . As Congress. its
committees and Members, have looked increasin gly 'to the Gen-
eral Accounting Office for assistance, so has our awareness o f
our increased responsibilities groNvn . Our constant. goal is to
provide. Congress the assistance it need,,, and expects, in dis-
charging an ever-growing legislative respon diliility ove r
programs of immense variety and magnittide .

Our assistance is furnislied principally throu`ylt (1) audit rte -
Dort. to C011 12,iess3 (2) special reports as r € iiei- i* e€E by cotll ..
niiIICes and indiy i€lual

	

lenflbers, of t .'onffre,, ,s : (J) rite'€'ei tita! tr?

as,4 utnee to committees ; (1•) reports, to €oul?inihies on l entllti 4}
( r litl.ion, (5) advisory assistance ill I€ t °tl <`Ilid icte '.{Huse i?ree l
ttrs; (6), tes€iniotiv at lie-ari -s. aiid (7 ,)
lt i ,islation . I"he legislative at-t-orneN of € r liaison

	

are !S i

e€itltilltY€iitS Contact kith staff inet?? iE'f'ts €sf E
7
7Fe- V<'rii,?)ti t'cinttitii-

te", to dis€ z ,i-Is watters of mutual interest and to vooruiEli,w o!Ft ,
efforts most € fi`€'CtiN - eI ' to Ineej. Ille- coiiimitte€=- ' 1'cCIti.Fi't iElt'iil~ .

Jiir legislative at:totntvs, Ets «ell a" oil?cr tiienilters of otir tech -
ni €<l staff iiKeN%ise hold diem ekes ie _dily available for coil .
ferenees Nvidi individual _ ,NIcniliers and di€',ii st.afl;s N lien called
upon to €lisciiss problems as they arise froin tiin to time .

4t'Dt'r REPORT,.) TO CONCRES S

One of flee host iinportant ii caiis p ie haiire of tissistiu the
Congress is to furnish it reporl= on our audits (if 111c oltera3i011 s
of the military in(] civil w of ' -% c i f the i .,oi'eriii eta. W- e iti<i€l e
=1 11 audit reports tee t oti p i € -,s iti fiscal ye tr 1165 .

-
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Our audits cover a wide range of diversified subjects from
sut.h ma-tiers as uses made of foreign currency, military and
economic assistance, aancan renewal projects, public housing ,
space exploration, atomic energy programs, to the proeurenaeait ,
production, and operat:fon of major -weapons systems . The re-
snitiaag nTorts cowhi findings on inefficient and unecononaica '
operations observed in tile departments and agencies, togethe r
with recommendations for correction liv administrative or legis-
lative action. i lhe information contained in our reports i s
int,ende-d to give Congress, as well g ig die agency head, in objec-
tive appraisal of phases of the operations of t:lie agetic or
act.ivit"y covere(l "Well appear to need, congre sional or increased
management attention Nvidi a view to improvement. By
this means we endeavor to aid the legislative eonunittees ands
staffs in carrying, out their ovensigh responsibilities over the
operations of the agencies and to assist the _appropriation s
Committees in considering agency budget requests .

The Appropriations Cornniittecs have for a long nine relie d
oil our reports in their consideratioaa of budget re.(lu(sts and
eaaela -year, by closer haisoaa, we are adie to channel niore of ou r
productive Worts toward area ., of particular concern to til e
committees and thereby provide their with more timely in-
formation sand recommendations . For l,i years now we have ,
-it the eh<airniana .,; nequest:, proz-idetl the 1101t61, Appropriations
Coi nnittee amilmll' i6th <a coa}Ipo<ite report o onr mor e
signi i{a i—if 2amiit fit-Abs eon,iled aillde agency headings fo r
easy u,. ;e (hiring title c.l '.-rnialittce~l heF-aringza . The e\tellt (>I IV!

f_loli'e co m rnit t e t. .w use of"gild rm(rt- is l'._t other rogniar report s
of Dab's is itlustrMed by the tact- that during, appropriation hear -
ings in the 8801 (Ingnm ttlere ;,'ere o% r 10 re f erences to ou r
Findings audl cora(Insions .

Our murk on he ;?–4 and F-_1.1.1_ ai€:er,att progranl~ i .; illustra-
tive of h(m, through 1 im"hAge of to e(>arnuatee 's particular
interest or e(liac"n, w c e an productia (4v Chaunel our efforts in
a certain clirectiou to proWe more - wrtnaent and me.annighi l
information to the. Conn-re s . `l'hi ,%-ork was initiated as a
result of `onf(',I-i'Iwe this tho commit t .`C staff and a silb-ic(plt'm

_

	

rmpws(t Wan the House Ajq)ropriations C(3ai mitloe. claairaraa n
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that NF•t assess the mariner in w1iieli the Department of Defcns e
procures electronic and con-lu nicatic n vquipment. and majo r
aircraft weapon s ste:nis. l number of reps i-Ls to Congres s
have resulted and, in its report on the DeharLinent of l3efens e
appropriation for fiscal year 1966, the house Appropriations
Coniiltittee commented fai-orably oil the IT dtte of our studie s
of the F—4 atr€i f -1-11 aircraft pro r_itus M Cortsi€lcrinr
appropriation requests for the fiscal R ear 1966 .

Among the cormnittees having; oversi-ht functions, th e
Committee ; opt Government Operations, have the most direc t
responsibility with regard to our audit re}-torts . The rule, o f
both the House and the Se.-hate require flu se ct~trttttittees t o
receive allot conAtler all Genera ; tkeeotntting Office, reports an d
srdiniit to their respective Mott s recotnntend<t -i€arts i n conttee. a
tion with the iubject matter . Larder procedures Nvltielt ilies e
cortt ;ttitt€ es have developed to cotrply with those males, we ar e
asked` frequently to assist in followtq) action with Lite agencY, ,
provide additional irif:ormation, or comment further oat th e
ttfrenc- ' ~ reaction to Darr findin gs-, and hear•irtas often follow .
1'Mensive hearings by the House '-ittbcotmnittee oil Governmen t

Clivitics , be-111). dltrin~ the bast Conwi(-sn, continued this vear ,
for instance, as a result of our reports oil the rental and manage-
ment of automatic data processing; equipment in Government .
t±lstr, the Alilitaryt Operations Subcommittee of f:ltc House Com -

ruittec oil Covernment; Operation, held extensive hearings on
our reports to Congress on audits of de=fense contract 'Fhe
latter hearings had not been completed at . the close of th e
fiscal year .

Other committees having leigislative o versight.

also utilized information contained in our reports extensively i n
hearing;a during the past . , ear. For example, after the Comp -
troller General appeared at tltc chairman's rctluest and presented
ui fittdim,6 on the. foreign aid program, the Senate Forei(t t

Relations Committee adopted four iniportanf, amentlntent ., tha t
at=e recommended he made to the Forei gn ssit auce 'p ct o f
1 .965 (Ptzltlie Law €9-1 i1) . Those recommendations are. dis-
cussed later in tltk chapter and tltore f:lllti= in Cha pter Eleven
of this report . Significant anion, other itlstaiwe9 },Treat ottr



audit reports were considered in hearings by legislative eoiuniit-

tees or suhconunittees were :

House Committee on Public Tf 'orks : Various reportA on aduiinish. a b
lion of the t'e{feral highway - program, Bureau of Public loads .

Senaie Banking and Currency Committee: Reports on Area fteclevel-
opment Administration. reports on housing prograins .

House Public ll orks Committee : Reports ort .Area Redevelopmen t
Administration.

Joint -Economic Committee : Reports on defenve procurement an d
supply management .

Senate`Comminee on Astronautical and Space Sciences : Reports o n
leasing of pri<< ai<~ aircraft ali€l or duplie-ate film proctire Ilien t .

Joint-Commitlec, on Atomic Energy : Reports on Atomic Enera v
Cotmnis~mion contract, and management problems .

Senate- Armed Services Committee Reports oIt mailltcrnance of ina -
:eriel and equipment ; re=ports on utilization of VI l :1- and VA-owned
hot€sing by military personnel .

Senate C.'ormniuve on Agriculture and Forestry: Reports on Publi c
taw J80 p-rogrant .

(louse Education and Labor Committee: Report oil the student loan
program, title 11, ,National Defense Education Act .

A complete listing of our audit reports for the year is con e
rained in die appendix heguining oil page 1?96, and maity of th e

significant findings contained therein are discussed in C;hapiers
Cour through Twelve of this report. .

:SPECIAL REPORTS lIl!,Qt I14I'I:D BV { OMIT FTEE S
Olt INDIVIDUAL -11F'.11BER S

011c of the tuon-t important responsibilitI€s °"If~`ned to th e

Ueti€~rtll -accounting Oflive by than 19211. acl and sub ecluent.
legislation require the Comp troller General to Ittak such

:nve'mkratious and such tell€>t'E at .; shall be ordered lip either

House of _:ongress or h,' any com—mitice of eitlter Ilou-se havin g
t

lurimhci ,ui over re~~en t-s, appropriation .s . or exPetti~It n.".

	

' e
i

	

fdo not. liiliit fVnv istanc.<~ ill thlti ITSPc et to tie € esi,nated

comiiritte3c" but respond to the re(lucsts of all eoit) fill tiet's anct ,

to the extent. that staff is a vallahl€ .. to Elio requests of individua l

Al onlibe-rs as well .

	

urine liscal -,ear .1,96 5, N~ e f` irnished 16 7
SuIL•lt sp€=eei .tl reports to cotinnitt€ses and Indivi€ ual Nielllbers ii t

regpoi€5 ;-. co sp cilic re lit€ sts .
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Nearly all the committees front time to tittle need current
inforination cut some phase of a program admillistered by an
agency within the cornnittec s appropriation or oversigh t
Jurisdiction . C~i'te23 tl3e re€luircd iufor3>lation is readilti ~Iiraifahle
and most easily obtainable from flie agency itbelf, There are
times, hoscever, when the committee will iii :li to have, il l
addition to complete accuracy and full, impartial disclosure, a n
Objective analysis of an operation along i .-itli recommendation
for the correction of deficiencies . When we are aiicare of such
a need in aQ, of a regmst-- Awl we fregnelitl`- area through
close liaison with the coiaunittces---ice find usually that it is
nuitually advantageous to first discu." the matter with th e

comitlittee staff -%i ith it view toward reachiug ail advance
areeiilent :oii the nature an(! scope of the Ni orl to be lierfornied .
oliietl±lire Olil'_ staff riial' Ile. able to sllggest 'gI-lideltnes which,

if incorporate€1 in Lite committee's r€ quo4. to our Clifie e, .-, il l
result its is rel;art thy:€t will he more titter- and snore full y

respcni ive to the cominittee' s needs .
Due

	

~ .to the inature of mork dt~yolvilt~ upon -Ill( , Apliropriatiali s
Committees from the constitutiomcl poicel° of C :otigr s over the
tlillilit' purse and to flie closeness of' our siatutory relationship
ON Ouse cmimlittecs, it is natural to evpec*_ diet we should
receive. manly regueits from ifie `Ilpropriatiolts Committees for
special reports. lnclucl-ed this year among stieli gwcial report s
was a report to the House Appropriations Committee on th e
work actually perforined under it cert=ain architect-engineer
service contract to determine whether it Nvas properly- charge -
Ade to udliulry construction appropriatiorm as site elevelopmen t

sand Mat-c;l- work ou za iliissle system . The Hon4e Ajltlrollri -
;oio is Clouitnittee also requested and ia-e fin'Iiisilet! a colnpar -y.
ative an ilyAs of rods reeelved for it comi:imation ?oyt office in(,.
commercial building iii Nei, York C :it

	

i,notl3er example wa s
rile report to the 113c i el_Eelident: Ofliccs `71-dwontillittee of th e
tlomic A ppropriations C1olnIllittPe oil the li _416 -aced ill 1,110,

Mec't% of a pardenla,r site for a low-rem lio€ s.irlg project for

the elilerIv .
;'Similarly, the Governmew Operations C,oiitmitt-ees, m tht'

coilrSO of exeieishif their colitimcous oversight resiomisildlities .,
We ommAon tt> call upoit us more often than -most collimittees

and for special w rla taiiet reportse As a sit,iiifiea3lt example ! call €

:=ueh re(piest residLed in Eve special reports to t :le tflouse
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Goverililient Operations Committee showing illegal expendi-
tures by' the militar), departments of operation and nlailiterlane e
fifii€3s, for construction projects which should have 1>ceil budgeted
and authorized as Ike items W military construction al)propria-
tiolls .

Special reports acre issued during die )-car alo at til t, re-
quest of the Senate Public Works C:o_?ninittee, the House
C:onnuilt.ce mi. Science and mronalltics, t:he lfousc Committe e
oil the Judiciary .

the Senate Co,niilittee oil JUile» and Admini.,
tratit n, the House Committee on Adini'11;;tratioll . tile,- ,told"t

Economic Ci e n-miittee, the ?enate Committee oil ig'ricu tor e
and Forestry, and the House . ,krnied Ser}"ice Coln nlItter's

Ar !Special In es6galions .
,Ve issued tike} special report ., to the ulwojumit.te, f€w

Special bu= es_tigAtioas, last-mentioned above . aria notlt -r(Tort ,
whieh contained significant, findings . reiulted in extensive hear ¢
iug,i Pe=.fore die 'subcommittee . tT,Ie> of the retx~rt g related t o
Cxpelldittines by defense contractors, ultinmteiy ` borne by tale.

Government, for ellh)IV'-.'ee recreation fin([ morale acts hies
and the APT comeroctl t-17€ reasetllaltle~le5s of certain opetatWg
cKpo ldittlres by 1 inallwofit wrijoration under the. Department
of [lie Air 'Force .

The report rellile.,,teed by the Senate f :onlinittee oil Agri -
culture and Fore .Ire- i e viek ,, e(t deCi,ioli, rcrac tied by the Depart -
ment of Agriculture oil i.'i:l'joo- 1)1'itl)1€_tus sit(t'Cthg the storage
of cotton by the Comnwoeli[N Credit Corporation . "I 'lie chair -
nixing recc g iizing, that- the _5tibjcet would be of widesprea d
interest, agreed whii Il-s Wfore i :jsuallee of the ref}ort that it
should he issued to f- ,`_lugi€s rather than to the committe e
alone .

dither special reports to colilnlittecs . as Ii-ell ;is those made
at tht3 rein_st elf individual Members . Ilia%- he identified il l
the list: of report ., tillown bvgiivaing- at page 296 of the appendix .

DIRECT

	

:iSSI, -,'rA NCFl `to t OM—Nif 1"I - lii 's

l an g w itli other rt spoil"ihiliLies placed hilt=n tile Con-11)[rolte r
General 1W the 195 act is the rey reiileut to €air€yet assim€ ns-

from his ` ,)itlee to Knoll sell a,€l aml. information as illy be

retail# m€_'€l to lilt'. rominit,"Oes having jurisdiction (wer reE'€ ii w ,
appropriations. or ext££`ildit€lr€" L;IJ'1€ .1' this aw other 1)rmi 4
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tiIims o4 law, AilL-}I nmN III soIlle circumstances require rf ' Ii1I °
Arseil ent ., we regtllarh dtitil(n tpialiff ie i staff members no t
only to t iLlf?$e de;s1gnated committees but to f flier commit tees- as
well to assist Ill tiled' studies and inveotl`r2 bolls . During, fiscal
.V ear 1965, these assignments contrihmed over 7100 ZIum-&qss
of pro luctive assistance to committee effort.

Lie

	

following

	

8ilil1llTary

	

shows the

	

311111 i"T

	

of

	

per ;ollllel
assigned to the various commit tees <tt one tlllle or almilier dtll -
121 ,, the year _and_the cost of such services to tile- coIlltllittef_'- ort o
the General Accolintillg Office :
summat

	

t,

	

1,"ignntivits (f Pet'sotircl (u C'ofyvw .,aionttt Coitunitto's

	

l iscu t Icar 190 5

-

	

( .00nnitLec ~`Clift

	

i 1t6niltor•ett

	

`,f[eCll"[_di -
-

	

i a .°. t h fwd !

	

i

	

Cmillilittee< tur", by(, .-it(I

	

-

UNITED STATE 5 SENATE j

	

-

Cominh ee on Approjiruititms	 : 4 ~

	

'9, 8313 . 16

	

o
Commitum on (Amincrve

	

. . . ,

	

. • . I

	

(I

	

ii t1 . () 1
- ( .oniolii ttee

	

oil

	

(2oN('rlooent

	

(_11aet ltl UI1S :

	

Per -
tuauent Subt,ommittee oil Inv"tigafions . . . , ! 23

	

a

	

O

	

l t 1, 8(),I F 9 :i
Counnittee. on Rul( .s and 1(l L'liobtratton . . 11, 79 :

	

76

	

It

	

_

Select (Ainulii;tee on Smatl undu( -a	 1

	

i

	

0

	

1, :i-t(i. m

-

	

-

	

110USG OIL Ii£EPLILSLN'PA'IVES -

E3cinnnittee oil Approllriutionii	 I( .

	

1,25-t.6-

	

13 1 . ",1 1 :; . -I Q

C:oiimitttce (-)it Banking and ( .til'rCri('.4	 y

	

1

	

i)

	

j 1 . :3-1 . (m

C:oo n(ittee

	

on

	

~ti°i=ritut :~Iit

	

O icrsifi

	

na :

	

j 3 1

	

U

	

W -ti)
-

	

Sidwoounitlev on _t`orvyn Ihwi t6mix an d
_

	

Government Information	 _'

	

(J

	

5 _2 7 9 .20
Sit

	

iili tree on Gov rnniciii 1

	

n

	

11 . .=(73 . 68
Inge •ovvrn tilt- t it

	

l

	

ItlaIi' m

	

StIh

	

.in -
ntstt? . . 1

	

t)

	

3(1 :1 .36
_

	

Commit tilt , on liouse -t(lil in il trntion . .

	

_ . j

	

o

	

406 . 32

	

-
-

	

-Chmnin" an Ow J"dbhwy .,trWI SWit-til- -
-

	

-

	

juitive on Stat( Taxation of Iillv rt tate. Ono -
.

	

. . .

	

. . . . . . . . . . . . . . . i

	

t)

	

`itr? T 6

	

-

{ . .nlmittet

	

on -Pot 00i". and Civil semi( e :
Manpower I-Gliv.:ttion Si bortuotitte-e	 3

	

o

	

11"13 . A
Ciountittev (ail ~r -'i .iii'

	

N o t,, .. : pet ial ."1o1-eum .
iuittt•ir on dw Federal-Aid t lyhm ,y 1'r yr ni 1

	

I

	

Q

	

c, 2 0
Joilsi ( .ommi1lPC oil (eim"Tantent lie

	

omi .~ 3

	

U

	

*

	

. 6 36.88

	

-
NAME C`t=an"Air)s on Smau ltie=ir-mc	 _

	

11% (i ~

	

3, 661281
um sr Mice 13ltilili" ((talon sm . . ~ . . . 1

	

2 Oil 64 j

	

U

JOIN T

_

	

listslt . t .:'iSinnitive on Aitar_ilt

	

Eil may	 _ 0

	

1 i . M 0 5

t'

	

t

	

tc=	 ~2

	

at), 0 i 1 . 91

	

1

	

3

	

.3t <_ 8 1

25



N lien assigned to committees, our personnel cork under th e
exclusive control and direction. of the committee chairman and
staff. We exercise e go supervision nor do we make any revie w
of the material produced on such assignments . Although con-
sidered priiliarily for the benefit of the committees, we regar d
the experience and knowledge gained by our personnel on thes e
assignments as being of great potential benefit to the Genera l
Accounting ' Office as well as to the employees themselv es from
the standpoint of their careers .

lsxainples of the type of ~cork involved in those assignment s
;during the year include assisting the Senate Appropriation s
Committee in a study of the operation in Brazil of the Agricul-
tural Trade Devc1opment and ,:assistance Act of 19-'14, commonl y
known as Public Law 480, and a review by the same committe e
of the justifications relied upon by the Veterans Administratio n
for its order to close a number of hospitals . One member o f
our professional staff on loan to }he Joint Committee on,Xtoiui c
E,nero,v assisted in a detailed review of the annual appropriatio n
authorization for the Atomic Energy Commission . Others
participated -%N-itli staff members of the 'Senate Permanent. In-
vestigations Subcommittee in the investigation of failure o f
several banks insured by the I+ederal Deposit Insurance Corpor-
ation. Nunierous other examples, ineluding our staff as i=,tane e
to the l:louse Post Office and Civil Service C :onunittee in it s
continuing studies of manpower tailization, £an he cito(l .

R&PORTS O- I ENDI-SG U GiSLAx'10 7

In fiscal year l )65 we furnished, at the rerluest of committe e
chairmen, a total of 4 -46 reports on bills pending in committees .
These reports are prepared as a cooperatk-e effort by our ac -
counting and autditing staff and our General Couni2,el's office .

ALIany bills are referred to us for retort : because they may
contain provisions directly affecting our operations or becaus e
they' niav have been orwinated as a result of an a17dlt finding
and reeomnrendation or a le ,al decision rendered by the Comp -
troller General . 'flans- others, bowei ,er, bear no such direct.
~elatiouship to our v.orL but, raflier, relate e_scliisis els- t o
progranis adniimstered or to be adinitiU tered bN' other alrencles .



Frequently, by experience gained through continuing reviews o f
operations in all the departments and agencies, we are able
to furnish the committees and the 'Congress pertinent advic e
Nvith respect to legal problems that might be created as well a s
to the operational, 'fiscal, and administrative aspects of the
proposed legislation, whatever the subject matter . Often, We

are able to call attention to salient facts that have not been
revealed or to probably unintended, and not readily- apparent ,
effects which particular language employed in a bill may have.

For example, because of our responsibility under the law t o
make the sole audit of the Government 's transportation expend-
itures, we are able to furnish data not otherwise available an d
independent views on legislative proposals as they affect the
Government's interest in all fields of transportation, To
illustrate, we made an adverse report to the Senate Coininitte e
on Commerce on Senate bill 1726 and to the Ilouse Committe e
on interstate and foreign Commerce on House bill '3868 both o f
-which would limit the performance of free or reduced rate
transportation services for governnieirtal bodies under sectio n
22 of the Interstate Commerce _'l<ct to services performed in
time of war or declared national emergency, and to those exemp t
from regulation under fart .. 11 and III of the act . We believ e
that freedom of the Government agencies and the earviers t o
establish fair and reasonable section 22 rates is essential to th e
economy and efficiency of the Government's transportatio n
procurement. In fact, we think the flexibility afforded tinde r
section 22 may be of ultimate benefit to commercial shipper s
because that flexibility permits rate and service innovations
through experimentation which would be difficult to achiev e
tinder the regulatory strucuire of the act .

The following table shows the committees to which ou r
reports on legislation were furnished in 1965 :

Reports on Legislation to Committees of Coiibress—IFiscal Year 14 0190 5

Senate :

	

Tota l
_Aiiiled' Services	 4
Bank ;nf, and Currency	 l 9
Commerce	 18 3
District of Coluiiil .p ia	
I'orei8n Relat iorls	 1
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1{eitorts un Legislation to Coniniiitees of Congress—fiscal Year 1965–Con.

Senate -- Coirtintieil

	

Tota l

(;m ernment Operations 	 25
interior and Insular Affair.. .	 9
.iridiciary	 5
Labor and Public Work 	 It

Post Office and Civil Service	 3'

289

Ilou..e :
Armed Sen-icc.S	 1.
Din-Irict of (,oltufil)ia	 :	 1
Forcion _Affairs	 I
Govert] ment Operations	 80
House Administration 	 I
Interior and Insulter Affairs	 it
Interstate and I-loreign Commerce 	 9
Judiciary– 	 11 $

Alerchant --Marine ait(' Fi..lierieb	 I I
Post Office and CiNil Service	 1 2
Public Works	 7
Science and \atronautics	 6
Veterans Affairs	 3

10 %

	

Total--Senate and I-lou e	 476

ADVISORY ASSISTANCE IN LEGAL AD LEGISLATIVE Nl,1TTEII S

By vin fie. of
C

the diverse experience gained in auditing go v .
ern-mental activitics and -tile competence our le t,ral staff has
developed through itg day-to-day assoeiation kith the statutes
and regnlalions frOverating the conduct. of those activilies . Ny e
are in a ~logieal position to furtaish assislance to committees civil
Members in drafting proposed legislatioat of- providing i-easone d
legal opinions as to the proper hate-rpretation of various lase s
alld remdations . Iu addition lo numerous informal coil re-rences,
in Ndiieh we advised committee staff raaembel .s and individua l
A'lembers of Congress on legal or legislative problems, we fur-
nished v.-rit:te:n opinions to committee ciiairmell and ellilwr s
in 33;5 instances during the year .
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The legal opinions-referred to here are to be c,listinguished, o f
course, from the formal decisions of the Coanptroller Cenera l
on the legality and propriety- of the expenditure of public funds ,
NvI ich are discussed in Chapter Thirteen . Mather than forma l
decisions, -which are binding on the e\ccutive branch of the
Government, _ our legal opinions to coinrnittees and Ml embers
of Congress may he characterized as "advisoi-N " in nature .
For exanipic, the Mouse District Cotnin "i tee requested oar
ophiinn on the validity of a legal position taken by the Distric t
of Columbia Commissioners to the effect that the inclusion i n
the I''caleral liighwa`- _pct of authorization for the Distriet o f
Columbia, along N itlt the :̀Mates, to partictipat.e generally in
the Federal highway program, upon approval of' plans by th e
Secretary of Comanerce,- constituted authorization for appropri-
ations to cover the District Gov ermnent 's share in :specifi c
high8N-ay projects -without further consideration of suelt project s
b the Congress . In our reply Nve expressed the opinion that .
`'* * * Ave do ` not agree that such araanifestation of genera l
intent is necessarily sufficient, in a technical sense to suppor t
appropriations for the I-Astrict 's share of the expenses involve d
iu its par icipation. Nor do we believe that approval of. a
Distriu hig Nvay plan by the Sceretary of Connneree [under
'the Federal 111hway Act] can properly be construed as a n
approval on behalf of the Congress for Dihtrict higinkay puv-

poses " 'We pointed ont, however. that we have no pun-::~itcil4)n
over, the question Nchcther a proposed a ppro,_riation for higima y
construnion, -without prior legislation specifically anthoraznn g
it . 'FiOUM he proper under the rules of the house of llepravent-
atives .

Most request:, -we receive for assi~t,aaace in tf, Ring legislation
are inade inforinally, many tithes from coiiunitt-ecs or individua l

limbers to carry out reconuneudatbns camained in our audit ,
reports to the Con .gressz T lie requests nr .a~ require drafting an
entire bill or as special pmviskmi to he included in a bill and
sotnetianc;s rtaereli= appropriate =wds of dobit-ioat or lianitatio n
to aeeoanpli gli tt very precise lnarpoie. 1fter an initial draft i i
devised, Our legal, accounting, aaacl au(M staff naeanhers cotrfcr
with c atta ;R tc s ioatal -Itatff naenal)ers as may K necessary lo workk
out. denial, and refirictnents . t?gar sole OQWtke, of eOLUNe . i s
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to itisiwe that &c 'results intended by the proponents of the
legislation will be achieved . llecogrtizing that legislativ e
dxaltulg can lie, neither an exact science 11or a perfect art, W e
believe that tlic informality of the arrangement through whic h
five render this type of assistance contributes greatly, to the
<ttiainnlent of that objective .

TESTIMONY AT HEARING S

During fiscal }'ear 1965, repi escntatives of the Genera l
Accounting Office appeared and testified before congressional
cotnnittces on ? occasions. The subject matter covered a
wide range of Goverjunent activities and legislation includin g
in two instances, certain aspects of our own operatiolts .

hi the latter caic,ory, for example, the Coinptroilcr Genera l
outlined to the Subcommittee on E.xecut.ive and Legislativ e
Organization of the Douse Committee on Govermuent Qper-
aiions our activities under the, provisions of the Aceotintin g
and Auditin- ?pct: of 1950, regnn•ing all agency accountin g
systems to be approv=ed by the Comptroller General, and th e
treed for greater progress in many atencies itI readying thei r
systems for approval . Also, the C:onnptroller General testifie d
at the inquiry by the Stibeonimittee on -Military Operation-, o f
the saute coninuttee into the methods and procedures employe d
in our audits of defense contract, and the reports made to th e
Congress Iliereon.

Areas of in(Iniry, In which varions committee'retlites ed an d
received testin onv from reprl,entatives of the General Ac -
Colintin" 011iec. are :

Appearances by General Ace,unting OBicn Refrresvntraticrt trt Coligrrssional HLY11iut 1's
During f isod }ern 1965

filar . 19, Jlw- I i`nreign aid nuthorir-ation lettis-
la[ion . Findings front ivy . t
revie%Ns Mating to the ]-' C() -

E

	

noruic~ .•1 ; i ranee Program .



: fppofItuir(~s Li G, lu'laI Accounting Office Relwesentatives- (it Ctmigres-sional Hearings
Durim, Fiscal Year 1965—Cominned

Comm

	

utee ~

	

Date !

	

Subjec t

I ~
Banking and Currency : I

Stdteommitice oil Production May

	

7 , 1965 1 Public worka and e-momi c
and Stabilization . development .

	

Re : iel~b o f
- ' activities of the Area Rede -

- i

	

velopment Administration ,
Department of Commerc e
(S. 1618; 89th Cong .) .

Appropriations : ~ l

	

-
Snbcotnurittee oil little- May 17, 1965 t General Accounting (juic eipendent Offices . budget for 1966 .

Artned Services :
- Preparedness Investigating .' MaF 21, 1965

1
Army eeltnpitient and materia l

-

	

Subcommittee . . 1 (

	

matters .
Appropriations :

leaislatr:e Branch Sub- Juue 2I, 1965 Review of Government Print-
committee . ifig Office estimated savilig s

oft operating expenses in stilt -
port of Iiew building .

HOUSE OF IMPRESENTATIV'ES

GovertilliellL OperationE : i
Subcommittee oil Executiv e

and Legislative Organiza-
tion ,

Armed Services :
Subcommittee for ;specia l

Investigations ,

Judiciary :
Sitbconunittee No . 2 o n

Claims .

Government Operations :
F',xecutive and Legislativ e

Reorgaitiratiou Subcom -
inittee .

	

-

	

-

Appropriations ;
Snbrommittee on lntle-

pellde.lit Offices .

July 2, 196 1 Subtnisio[isof agency accoilui-
ing systetiis for GAO ap-

f

	

proval .

July. 21, 1961 j Stirv"ev of activities of defense
III

	

contractors \etch respect to
employee recreation au, l

j

	

morale expenditures .

July 22, 1961 TO confer juri Fetion Oil Court
of Claims to hear and render
judguient on claims for
retired pa .' by Reserve 4111 -
cers (11 .12 . 1711, 88th Cou- .', .

July 22", 1961 To provide expenses of em-
ployees assigned to Californi a
offshore islands ULR. 11211 ,
88th Conc .) .

Feb . 18, 1965 General Aceotnttin ;- Offic e
budget for 1966.



Appcwu[IeGy by General Accounting Ojjice Representatires W, Congressional Hearings
_During Fiscal Year 1965— Continued
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Date

	

Subjec ti—~—~	
-

	

-

	

t10CSL OF REPRESENTATIVE S

Education and Labor :
Special Subcommittee nil Mar .

	

8, 1965 i 1li0icreducation a

	

1-.tancc,
E'dtleiltIon . t

	

Report oil aunli ii~tration o f
-- the Studcot Loan Vrorra m

-

	

- by the Office of Ethicatioll ,
t

	

Department of 11h.1ti' (MR .
3220 and I I .N . 11221, 8 9 t h

~

	

Con g .) .
Government Operations :

Subcommittee on Govern . Mar . 30, 196 :

	

C tmi-dui_iliou of t

	

svcrnlicit t
aient Activities . n--c of autmoi a

	

data pro -
ces, ng equipment ,

Public Works :
Special Subcommittee on Mar. 30, 1905

	

C :on=trur.tion and uibcr prat .
I+'ederal=Aid I3ighway t

	

tiees relatin„, to Federal-ai d
I'ror e uih - highwa%' pro g ram .

Armed Services : '
+iihraelunitte_e for gpcciiif 11=7}'

	

(_. 1'1Gi

	

Ftamivatirni into nature an d
Investigations . i

	

rea-onableniss of costs in -
i

	

curred and fees paid unde r
-

	

- +

	

i

	

Csovernmi'nt. contract, \Pit h
Ae.rolla('i:- f .orpora tion .

- Government Operations :
Sullcoioniittee oil Militarl- liar 11, 196 t Comptroller General reports t o

Operations . Mitt

	

C:ongrc .,s oil anlits of defumse
- 1I.it

	

114 , 1965

	

contracts .
Post Office anld Civil 'Svrl cr l

Saht olnnlit .et on RStal May 12, t%--

	

Di ;wontnmani e of 1he posta l
operati 77il s. - .aving

	

3yme n lI1 .R, 8030 .
i

Interior and In-stir Affairs :
Subcommittee (ill National Mily

	

18, 19 (i .)

	

Conct

	

dir?tl policies ill nationa l
fart- {

	

park, (_11.11 . 2o91, I ii)t b

Public Works— _, .>__

	

_	 l May 11), 1955 x Pulili mork= and cc,lii-nie
{

	

1114

	

de%clopment (71 .11 . 970997 ,

May

	

'ti, 1=X63 i

	

"Oth Bong .)-

	

hekuE« of ac .
j

	

livitiezz of the -ErCa Redevelop .
mvnt Administration, Depart .

.

	

-

	

- ~

	

I

	

rxrixiti

	

rx~

Judiciarv :
snhconiniittee.'io .

d_~eirntiilii r
~u_hcouiiirttre ou lt-rlerrt l

1'IOCUri~tnt=119 .71177 Rcrrula -
ticxi :

3r ~<.t

Done 9, 190;i

tpr . 21% lilt,,

WaiNer of iiniitatians on claim:
111141"r Public I .aw 88 .)19 1
relatin> to pi a=iou~ of retira d
o(liccrn (fbl{ . :-,263 and ILL ,
5136, 89th t_ ug .) .

Siguifie ;nit in itt ~r.~ tli~clo-i,d i n
rep . td icl ;inn* to 1?cpari-
meta . of lei fc77 . c a7 77N-itte= .



RECOMMENDATIONS FOR IYGISIATIO N

CWr audit rcports include, for the information of the Congress ,
our observations on agencies' practices akin procedurtys that, it t

our opinion, constitute deficiencies in operation .-; or in admirti ,; -
tration. When Nre believe i e call reasonably (to so, Nve include
in our reports recommendations for corrective action . F'or the
most ,tort, these recommendations involve only adminiLrative-
aetioin but sometimes it appears to its that legislative action ma y
be required to correct deficiencies we find.. C:onseeltell tly ,
under our mandate in the -Budget and Accounting Act of 192 1i
to make reconnnitendations to the Congress "looking to greater
econoiny and efficiency ill ptnlslit expenditures," our audi t
report s, occasionally contain specific legi9lative recoinnien da -
Lions . We also submit ;special_ recommendation, front tilde to
tin lei based upon disoveries nnade iii the course of legal research
or upon reevaluation of sonne phase of our own . operations .

Several of our reconnnendaLions N ere enacted into law
during the, first session of the 89th On«re:ss while other," received
Committee consideration and may be enacted later . ;tonnc were
rejected in conniirtittee or in conference .

4ntong those recommendations apieroNed by C:on gr( ..-5s and
enacted into IaNv (Public, Law 89-171.) Nvere three suggeste d
anncildinents to [lie Foreign Azssistance Act_ 1 hcse attend-
nneints were based on material presented to the SenaLe Foreig n
Relations Committee in testimony of the Comptroller General
Oil N1 arch l c), :1965 . In substance, We recosnnntennded :

L I'htrt the (Ugnas nmy wide to clarify the broad le=gislation tha t
is now heingy interpreted in actual practice in afashion tha t
i nirintizes the nee of e 'ce-ss propery as a siebgRute for new
purchase— (Stet* bee. 1- 01(an MdAic. Law M-171 . )

. 1'hett this C :efnignas eonAtleer the enatIntent of legisialkni ret1drin g
That agmenient he madwd with eountries receiving em-
nmui assistance on the payment of intereA on US-owne d
fore i ;;3) _ cur renciv, (t oSq of Inter€' .,t one U .S.-owned Foreig n
Q_ :ut vneics in the. Jhpubl& of Odna (AKau), 1411670), No -
r eeidwr "F, 19W j (,hey m. 3(H QT 1'ulilic Law € 9 t t . )

3. That the i ongretz., may wist) to eott,ider estalilishinr a lea :-,is fo r
-

	

tfnott effe. tite~t. uane of ~ .S -e.3`,Sn,q! Rweign curet nckh and conside rr
nevi-ion of present, legislation, particularly of section 012 t o
les'o ;itlen'n.he, p0it, ao that it M clot- be restricked to cwesl"
€:nreci cie s . (; e•c µcc . 301((), Pulblie Law 89—17 _t .)

33



We suggested also that the Congress may -wish to conside r
enactment of legislation -which Nyould require appropriate of.
cials in the Department. of State and the Agency for Inter -
national Development to certify that the recipient country ha s
sufficient, available resom-ces to devote toward proposed pro -
grams, to assure that they are being carried out effectively .
An amendment to the Foreign Assistance bill to effectuate thi s
recommendation was adopted by the. Senate but rejected in
conference .

The Congress granted relief in three e€lnitable claims ca pe s
suhniitted by- our Of€ice . Ira another area . it enacted a provisio n
in the housing and Urban Development _ pct of 1965 to authoriz e
the Federal Honsi€ g ~k.duli€aistrator to hay insurance claina5 b y
cash as well as €lebentur" . 'Phis, was a recommendation w e
made in previous ye ar4 audit reports .

In two €grort`s to -Cion ress and in tesfrrilony before th e
Senate: Banking and Cnrrency Coanurittee and the [louse M-bli c
Works Col. mitt,e€=, ve recommended iha= C:on joess clarify- two
provisions of the Area ie<hn elcqrrwn :Oct . The proti iskmis
involved" t "=.te- re€luireaareaat for local participation in area re(le -
velopnien', 1)rojects a lld the definition of "project costs" aa ,
use€l' in determir_ing tlae extent of Federal Iinaaticing availabl e
under the act for expansion of erismig irtdaa5triaal and eomnwr-
cial lacilit-ie, `Fire Public Works in(] Economic Developmen t
pct of 1965 (Public int—y 89-136) includes specific languag e
chtaa gging and clarifying the requirements as to local participa-
tion tul, in our olrinion, tlae legislative history, of that act noAv
adequaNy establishes the congressional intent regarding the,
€laaestiorr of] project coats .

In arroduv instance . after we had brought to die attention

€> ;' tide Post OfUce and (Anil Servive Committees the fact tha t
an apparently unintended ine€laraty had resulted frorra the salar y
atipmtrums anthorired liar fourth elaitis postrraastea°s in the raaus t
recent Imy act, the (Amigr" enacted P"blb Lays- 89---116 cor-
recting, the inv( uit) "

Other re-coi)amendathin for legislation which Nve submitted
to the Coargre"s (11,wilip faseal year 1965 are st=d out below :
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illanpoimr Utilization

We reported to the Congress that the Department of State sustaine d
substantial losses in manpower utilization through the granting of hom e
leave to employees under certain conditions . During fiscal year 196 3
an estimated 03 znati-years was lost at a salary cost of about 566,00 0
by reason of granting home leave to employees who had been returned t o
the United States for an extended tour of duty ; an a :tiinated 22 man-
years stands to be lost in the future at a salary cost of about 5200,00 0
by permitting employees to earn home leave while on house leave in th e
United States ; and an estimated 65 m :-n-}cars valued at $726;000 was
retained for future use by Foreign Service employees who had been re a
turned during fiscal year 1963 for extended tours of duty iu the Unite d
states .

We recotnine zded ' to the Congress that it consider revising the pro -
visions of the Annual and Sic( Leave Act of 1951, as amended by th e
Overseas Differentials and Allowances Act of September 6, 1960, t o
(a) prohibit the granting of home leave to eruplovecs of all w encic s
immediately preceding or during a tour of duty in the united States ,
(6)' prohibit [lie accrual of home Ieave while employees are away fro m
their overseas posts on house leave, and (c) re(lttire that unused home
leave balances be canceled after an einplo .-ee has served an extende d
tour- of ditty' in the United States . (deduced Manpower Ut-ilizatiott
Due to Uirtuceasary Home Leave, B--1_46925, Aug . 20, 1.961 . )

Donation of lour Instead of R "heat for Distribution Abroa d

Unneeessary costa of About $3 .7 million have been incurred by the U .a .
Government because flour has been processed or bought in the Unite d
States and delivered to the Republic of China (Taiwan), for distribution
by volulttary relief agencies, even though it would have been more
economical to furnish wheat and have the processing done in Taiwan .

We recommended to the Congress that it consider legislation which
would amend section 116 of the agricultural Act of 1919, as atneuded_ t o
permit the donation of processed commodities, such as flour, instead o f
whole :grains, to voluntary agencies foe distribution abroad, only afte r
the `Secretary of ,agriculture has determined on a case-b-1-case basis tha t
it would not r;igttificantly increase volts to the United :Mates to do so .
(Unneces sary Costs Resulting From an _Inflexible Policy of Donatin g
Flour Instead of Wheat to Voluntary Belief Agene-ies for Di . mributio n
Abroad U=cdsr the Agricultural Act of 1919, as -~menticd, 11-1 =16971 ,
Mar. 19, 196,:5 ;)
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Utilization of L.rcess United ,States-owned Foreign Currencies for Air
Trarel

U.S. agencies are or have been unneces=sarily expending about E2. 3
million annually to buy air tickets for official travel to or from eigh t
countries instead of ritilizing the excess foreign currencies whieh th e
United States owns in those countries .

A more effective utilization of Reign eurreneie5 for air travel is depend-
ent on the willingness of tlmerkan air carriers to accept foreign currencieb
in payment for air travel tickets and their abilit ' to convert such ctu• _
rencks into dinars . 'We found that; in the absence of specific converti-
hility agreements, the air carriers are experiencing considerable (I iflicult y
in obtaining foreign currency cony embns .
«e suggested that: the, Congress may wish to consider the need fo r

legislative action to ensure eonvutibihty of foreign currencies .
The Senate finance (committee reported an amendment to 11 .R .

4750, a bill W extend the interest equalization tas._ which would, to Borne
eNtent,, accomplish the purpose of our recontntendation . The amctrd-
ntent, -which Nvas passed by the Senate . would require that al interua-
t-ional agreements, except those under Public Law 4-Plo include provision s
enstaing: convert-tbibty of kwelgn eurre.ncks accruing un&r the agree-
ntents in amountb necessary to pay UT .S . obligations abroad. The amend -
Ynent uss approved in conference rued was enacted in Public late WT`? 13 .
(failure to l ffectlely Utilize. Excess U,S -mti nod frn•,# (,rtu• m&,,;
to I% Inwmational Air Tra,cl Ticket Costs Being, Paid in Dollars ,
13-146749, Apr . 15, 1965 . )

Vvd cal >Serrices Fitrzi shed Uthaut (Male to f35han Meld h 'ntplcnwe s
I dte 140c lNulth :Service

Pursuant to section 33(a)t) of the PubHe IRAQ Sur%ice -p ct . the
Public health Service furnishes nndical ,cr .ierg without charge to it s
chilAn field employees for illnr yes and injuries that sire not pm6matel y
caused hi- their einith num! irut occur du6ng their rvgulz dv m4mlided
Ncorkda .% . During fiscal bras 1903 them, sm%&s (,at about 12 5,000 .
_ len . -Pursuant to the Federal 1 ;rnplo)ees Health Benefits- Act of 1 .959 ,
the I%bHc IN <hh Service harems in the paznumt of Im n hems to connncr -
uhl insurance cmupanks for h,allh in : mawe c,"Trage Or moa of these
cmldoyees. During fi cal ),ar 1)(6 these- fre .nitnus co>t the GoNern-
tnent scout $111 .ttOtl . The ulna of the iir :arran,v "numos pr-cod e
the Public Ilealth Svt ic, from recoNe.ring _front the insurance companie s
any portion of the im of IN inedical scryic,s furnis ulL As a result ,
the L :oN,tcu lent ik it] effect hearing coo- relatin g
slave etnpheea'cs tub —once as direct patient costs and again as a shar e
of h matt„ lar Blinn ; .

W -uggc~ ed that the Gragn s s may Mi to consider amemdio_ scc-
tiQn

	

of they Public Itealth ?e.rNice ,het tee (t) di contiliuv Lhe

36



authority for furnishing medical services without charge to Public healt h
Service civilian field employees at locations where private medical care
isavailable and (7) provide for I' rrrnishbg such services on a reimbu Kahl e
basis to employees at isolated locations where there is a lack of private
medical facilities and services . (Need to Consider _Modification of La w
Relating to -Medical Service!; Furnished Without Charge to Civilian fiel d
Employees of the Public llealth Service, Department of Health, Educa-
tion, and Welfare, p . 8, 13-133038, Apr . ? 1965. )

Sale of Ilyclrwelecui-c 1'oiver bjr the Department of the Interior

In _'No emher 1964, tine submitted a report to the CAugmss on the sal e
by the Department of the Interior over a period of )-ears of hydroelectri c
power generated at projects under the control of the Department of th e
Army- at rates which had been specifically d6ap wmmd by the Federa l
Power Coll nrission. Also, in another arse, revised rates had not bee n
submitted to the (Orr mission for approval . Section of the Flood f-on =
trop Ae€ of 1944 (16 UST . 8254 promsicics that. rate schedules for th e
marketing of hydmeleetrie power and energy by the Seeretary of th e
Interior from projects under the control of the Department of the _army
become effective upon confirmation and approval by the federal Powe r
Coi mAsion. flowerer_ the, a" noes not state what acOmi van or shoul d
be taken when poi<er and energy are to rrkeied at rate=, that have bee n
disapproved by the l0deral Power Commission or at rates which have
not been suburittol bw ronfinnation and appro% g al .

Because of the signifiea nt amounts of revenue involved, we recorn-
nrenled that the Congrms consider amending .section 5 to prescribe- th e
course of aebrn to he taken when Mwdules of rates are ,hsappm ed b y
the I mi end Power Gmunksion and U) require the S o-retary of the Inte-
rior to submit to the Federal Power(Inuni-lion all proposed amendment s
to contracts for the matUting of parser under section 5 so that the Cwn-
miasion can determine whether q ueh amendments have all effect fsi pre-
viously approved schedules of rate . ('gale of Hydroelectric Power b y
the Department of the Interior Umler Section 5 of the hk,od Contro l
Act_ of 1041, at hates Not Approvod by the Federzil Power Commission .
p . 1 -4, 11 125032, Nov, 23, 19(i 1 . )

IE6`Er1tlJUrcewmc entfrom Internee! lierxsum C :ollec AnsY I Q& Idaruls C:or mw -
tion foss wm 'ttpm Qn-al2on .s

On the basis that the tkgin Islands Corporation wa g E-wganizm t o
promote- the economic growth of the island :; by providing crnplo~uren t
and rssiming in inrhrstriarl dmeh,rnent . we rn"mmemlei_f A prior audi t
reports that the Congress eonsider financing the C:orporation 's operatingr
hews front internal rP-vemie vollwikms odAwke :qqm=twiated aw Weral
grants h, the insular government under echo! '800 of the l e ised
(),•gamic : 01 of dw Virl;in g land-, (26 10M 765200) . Knee the fari -

hf
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r iary benefici tries of the Corporation 's programs were the residents o f

the Virgin Islands and since Federal grants from internal revenue col-
lections provided the insular government with the ability to finance th e
Corporation ' s los8ca, we concluded that the insular government shoul d
logically assume responsibility for the Corporation 's losses .

The Congress adopted our recommendation by providing in the Depart-
ment of the Interior and Related Agencies ?appropriation Act, 196 2

( ; Stat . 2 =1.6), that funds for reimbursement of operating losses of th e
Corporation incurred during fiscal year 1960 anti for the financing of th e

Corporation 's fiscal year 1962 non-revenue-producing programs were t o
be derived from internal revenue collections otherwise transferable as
Federal granis to the insular government . This procedure was agai n

f€tllovied to -0-,e Congress in its enactment of the Supplemental Appro-
p6m4m Act, 963 (77 ±tat . `_'ti), in which reimbursement of the Corpora-
tion's lkeal Nears J%l and 1%2 sugar operation losses was authorized .

DuHng (z ;wid year 1 064 the revenues of the hisular government in -
creased to about $25 utillit= thereby increasing the ability of the insula r
government to participate in lutancing the Corporation 's losses. In
vies of the prior vongn ssional action and Ow continues! substantial in-
c'rtast' in insular government revenues, we stated that the Congress total'

N, i,li to c on :ider reimbursing the Corporation--from internal revenu e
vollectioas other vise transferable to the- insular government. as Federa l
guts—for its 6s"l year 144 -ug" operation loss acnotuaNg to 150

M. (Awht of a,-irgin Wands Corporation, 1`1wal Yc it 106t . 1341-18)22 ,

flay 12, 1961 )

C'3-terrtl;lca3mma ( n;punmabn PaW w YardsTal (Avinan and ,i[Uhary Rt:dtrefl
h:rctplf>vecs

TO wuployment, sernrity -a1mult, of five :Mates rive preferentia l

treatmeaat tc~ certain Federal retirees . South Dakota and 'Tennessee

alts,~+ _aleral civihan n g ircaes to receive both unemployment compensa-
tion and retircaut-nt pay, whervas private indusiry retirees are allowed
to receive a minploymeut compensation only to the (-tent, that it exceed s

retirement pay . Ortain wht r ail :-tes hawing W" similar to these
es=tates do not grant this preferential trvaatuient . Alabama awl Iow a
extend this preferc•otiaal trvatauent to military retirees only and NUOliga n

exu uds it to bout WIN ci; ilian and miht a y retirees . We estimate
fla t the preferential tre ..atntem results in the payment of additiona l
unemph namt compensation of its mtwh as $282,000 antr .ually=, the cos t

of ca°bkh k borate by the Federal Goae_rnment .

We had reported on thik t;ituation in s onnection with previon3 reviews .
Our current review kd us to he_lit"m that action by 61% the Departammt-
of lAbor or the ` l att'A to resolve the problem_'. of pi-cferentiat treatmen t
was not imnA ['.nL ""T"111 in our Alwil 1965 report, vYte recom .

anended that the Congra ~~ con-.i+ter aaartemling the Foderaal uuetoplo~ nien t
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compensation late to specifically provide that Federal chihaat and mid i
tart' retiree., who retire for reasons other than disability receive unemploy -
ment compensation lased oil Federal service only in the amount by whic h
the uneniploy nient compensation rate exceeds the retirement pay -rate .
(L nnea . savy Com Incurred as a Result of Preferential Treatment o f
federal 1Ce tirees in Connection with Payments of Unemployment Con a
hensation, Bureau of f_ mploy-nient Security, Department of Labor, p . 21 ,
13---1332B5, .=pr . l et', 1965 . )

Change_ in Method q Main ing jaee and C Wities .for Sinalf F'081 Ojires

Our mvie.a+ of alhn ances pail to putm asters of certain Amwth c1a ;
port offices in seen postal regions disclosed that s=avings of about S800, a
000 annually- could he ach4ved if the Department were required to nego-
tiate _ agreements with tide postni asters a> to the aaaounts paid for spac e
and atilit.ies . The laws= now in effect, 39 'BLS C= . 3544(h) ; proYdes tha t
ivlen a postmaster of a AmrA gl=ass post office furnishes; these itcias he
shall be paid an allowance equal to 15 percent of hi, ; basic compensation .

We n conimemled to the. Congresn that consideration be given to they
enactment of legislation rcquiriog tle Po .-nEmaster (moral to negotiat e
fair rental agreements with po tmastn of fourth-class post offices bull'
18 or nave revenue tud s, Awn They furnish spmw and utilities at the
reelust ref the %partment, or to prescribe some other method of payin g
for these items which could be uaont economical and equitable than th e
present system, and that the Post Orrice Department be required to mak e
a sandy of the atchisahilil:y of changing tile inethod of estabiishing th e
rental allowances paid to po: mastery of fourth-class post: offices having
less than In re p eaute units . (95stantial Savinzrs Available Through
Change in AIM & of (Ttaini ig Space anel htilities for Small Pos t
Offices, B-8 5,58-L June 1961)

Batzrfa-ia, ; nf r -cc c-rte . L,rnl> o .'ves

In a re=port to the Con;. ws oaa Review of Bomhng Program for -Em-
ployees of the federal Government," -8201 dated March 29, 1962, >ae:-
reconun(aided that the ( wgress enact legislation 101441 would repeal th e
mandatory mquirement_= for fidelity- bonding and require each agency te i
AM any fidelity- Imms inanmed. Prior to the issuance of that report ,
all tile. Principal a rtncies involved, including tine Bureau of this Budget )
the `['rea:;ury Deharteumv, and the Post Office Department . infornied uti
that they favored or did not oppose self-insurance for fidelity= losses .
flower=er, when a kill to accomplish tile objective of our recorninendaticul,
House bill 11900, 87th Congress, N,ond session, m-as introduced in Ma y
1962, it. was oppo end by be Post 000c 1APartment . -Wv under"alid
that no other .agency consulted oppo vA th b a4e ptosisio€€s of the bil l
ss'lM e xthred Wth the adjoiumnma of the h ht Congress .
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After reviewing the Post Office Department's objections, we stated i n
a curreut report that we did not agree with the Department', position:
and expressed the belief that savings of about 5190,000 annually, o f
which about $125,000 would apply to the Post Office Department, coul d
be achieved if the mandatory requirements for fidelity bonding of Fed-
cral employees were discontinued . Accordingly, we again recommende d
thatthe Congress give consideration to repealing the mandatory requir e
ments for bonding of Federal employees and to requiring each agency t o
absorb its own fidelity losses . (Potential Savings to the Gover-inicIlL i f
Bonding of Federal Employees is Discontinued, B-11201, Dec . 30, 1961• . )

E'tcessire Interest Costs Incurred on Certain Income ?a_r Rcftrtrd s
by the Internal Revenue Set-vice

We pointed out that excessive interest costs were being incurred by th e
Government because under provisions of the Internal Revenue Code the
Internal Revenue Service could not, in most cases, make interest-Fre e
refunds to taxpayers who either delayed filing initial tax returns unti l
after prescribed due dates or filed under granted extensions of tune . The
Service iscurrently required to pay interest at 6 percent per annu m
from the prescribed due dates of the returns on overpayment :, not refunded
within 45 days thereof regardless of whether extensions of bane for filing
may have been granted or whether taxpayers delay filing returns unti l
after the expiration of the 45-day period .

In view of the increased number of extensions granted, the late filings ,
and the substantial interest cost incurred b the Government on refunds ,
Ave recommended that the Congress consider amending section 6611(e )
of the 1954 Internal Revenue Code to provide that tile. Service hav e
available it period of =15 days starting either from the prescribed clue (lat e
or front the ±late of filing the returns, whichever is later, to snake interest -
free refunds. We stated that the amendment should further provid e
that, where the Service is unable, to refund the overpayment within 4 5
day.s, interest at 6 percent per anmuu should coiumence , IN-ith the pre-
scrib(>cl dine date of the rettim or with the date of filing, -ishicheve.r i s
later. (Excessive lntere;nt Costs Incurred on Certain Income Ta x
Refunds, by the Inter-nal Revenac Service, B-137762, May 25, 1965, ')

R(;dstration, Tittirtand Inspection of Covrrnnnent-r>ttrte d
.Motor lchicle .. Based in IF-0shinaton, )-) .C.

Savings of its much as ` 8,000 annually could be at taainc(1 by the 1'edera l
Government and the District of Columbia if regtiiretlient= for registration ,
titling, and inspection of approxicnateiv 5,800 Gmernuncnt-owned moto r
vehicles bared in NN'' a :,hington, D .C.,Avert , viliminated . Under curren t
Covernment vehicle identification, centrol . nnaintenance, and inspectio n
standards, the zpplication of these requirements to Goyernmennt-ore°ne d
vehicles is no longer necessarv .

0



We recommended that the Con,,m.S, consider enacting legislation
amending title 40 of the District of Columbia Code to exempt Vchi ;;les
owned byf_tile 'Federal Government and by the District of Colombia from
the requirements for registration, titling, and inspection . Such legislation
could provide, if deemed appropriate, that the District of Columbi a
continue its inspections of Government-owlied vehicles until the rejection
rote decreases to a point considered acceptable by the Board of Conuttis-
sinners . _(Potential Savings by Elimination of the Requirements fo r
Registration, Titling, and lnspe(-tion of Government-owned Motor
Vehicles )3ased in A' a bington, D.C., p . 14, Alar . 8, 1.965 . )

llilittu)` Construction. Classified as Repair Projects

A hr,-,ad interpretation by the Secretary- of Defense of work constitut-
ittg airf ahl pavement repairs not requiring cony essional review enable d
the fir Force to overlay an airfield harking apron it Otis Air Force Base ,
-Nla-s ., at a cost of 1 .6~tnillion without specific disclosure to the Congress .
In our opinion, the work performed was snore in the nature of it sub-
stantially complete reconstruction than it was a repair . The military=
departments are presently= required to justify in military constructio n
programs construction projects (other than those included in the mino r
construction. category-) costing as little as $10,000 . However, they ca n
embark on costly repair projects costing millions of dollars, particularl y
those in-,^olving the restoration of airfields in increments, without dis-
closure to tile Congress. There will tlF,, avs be some borderline projects
which could be categorized as either "construction" projects or "repair "
projects or a combination of both . 'VVe have generally found that, whe n
such borderline projects are contemplated, the decision has been made t o
categorize them as repairs, thereby avoiding the requirement for con-
gressional review . We reconurtended that the Con gress consider enacting
legislation to provide for con gressional approval of repair projects costing
in excess of it specified amonnt. . (Continuing Inadequate Control Over
Programing and Financing of Construction, Department of the _fir Force ,
p . 33, 13-.1 .33316, July 23, 1.964 . )

V 'se of FIf 1- and VA-mcned Housing as Public Quarters by _Militar y
Personnel

NVe found that annual savings of about $2 .7 million in basic allowance s
for quarters could be realized through the use of available Government -
owned housing to meet military housing requirements in Florida . Po-
tential savings were available in the Orlando area ($1 .3 million), th e
Tampa area (~ Ll million), and tine Jacksonville area (811 .3 million) . The

- available _Governmen[.-owtied housing represents properties awaiting sal e
by the Federal llousinc -administration and t-he Veterans -ldrnizxistration . _
11_mwever, in %, icw of the .size of the. inventory and the, lack of demand fo r
housing, the prospect, for sale in the near future do not appear bright .
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The Department of Defense is pre4e iily -using its leasing autliorii . y
almost to the full extent of the limitations imposed by the Congress .
We recommended that [lie Congress consider exeanpting from curren t
leasing restrictions the housing _owned by the federal Housing Adtnin-
istration and the -Veterans Administration and that the Department o f
Defense use sncla housing, if exempted, as public quarters for militar y
personnel . (Potential Savings `through Use of Government-owne d
_lousing to _Meet Military Requirements in the Orlando, Fla ., Area ,
Federal -Tlousing :Administration, llousina and Hoarse Finance A¢ency=,
and Department of Defense, p . 15, 13446987, Apr . 1, 1965 ; Potential
Savings '.rbro igh Use of Government-owned Housing to _feet Militar y
Requirements in [he Tampa, Fla ., Area, Federal Housing Administration ,
Housing and Hoarse Finance Agency, and Department of Defense, Via. lb ,
13-446987, _fay 10, 1965 ; fote-ntial Savings Through Use of Government -
owned Housing to kleet Military Retluirernents in the Jacksonville . 'ta . ,
Area, Federal Rousing Administration, Housing and 1Ioute Financ e
A,,enev, _veterans Administration . and Department of Defense, p . 17 ,
13-446987, May 17, t965 . j

Irttraa ertr,} Fund A(1 'vustrnaents

Under the terms of section 3678, Revised Statutes, 31 L .S.C. 628) ;
section 1210 of the General Appropriation Act, 1951 ; and decisions of
the Comptroller General, reimbursements and transfers of funds betwee n
appropriations, are not authorized in the absence of express authorit y
of law. Authority has been granted from time to time to specific agencie s
and we believe that appropriate general authority for all department s
and agencies would be advantageous .

Aceordinply, we recommended that the Congress enact legislatio n
to achieve that purpose . MR . 6.138, providing authority for such adjust-
ments or reimbursements, was reported favorably by the house Com-
mittee oil Government Operations on Aaag . 3, 196 ;1 .

Correction (!f -1-filitarY Records- --Back Pa y

Title United States Code, sections 22--t and 652, specifically pro-
vides that, when civilian einplovees are aivarded barb pa} for a period
following erroneow- suspension or renao :-<d, aunounts earned by the
employee daring that period from other employment shall be deducted .
We recommended that. the Congre s s consider providing the same. treat-
ment, for military personnel when, as a result of action by the boards for
the correction of military records, discharges are nullified and back pa y
awarded .

Incentive Pa} for E)ff$oarc{ Based Srtlirnar tte Staff

Becauee -lie Department of the Navy has for it long period of ti€ w,
paid incentive 11.1v on a Coll till uou" aaasis to offboard based operatioaaa l
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submarirtc staff personnel_ contrary to our view that much pay is no t
authonzeel ill law, we recommended that the Congress clarify its intent
in thi . re ptrd . _ll .l1 . 5 .571 introeluced £orb that purpose was pa ', ed b%
the. Ihm .~e on iblareh 29, 1965, and at June -30, 1963, ivas pending before _
the Senate Armed Services Committee .

Limitations in !Appropriation _ets an the Construction and Alteration qj
Public Improvements

:Although recent annual appropriation acts providing fundk for th e
Agricultural Research Service, Department of _Agriculture, have liarite:t l
the aniount which May be expended for construetifW or altering a build-
ing, there_ yvere no limitations therein on the ainowits which may he
expended_ for the construction and alteration of public improvements a
distinguished from public huildinp, nor on amounts expended for repa i r s
to-buildings and iruproventents . Therefore, yve -mwested that the Con-
gress may yvish to consider the need to expretAt limit in future appro-
priation acts expenditures for the construction and alteration of public
improvements, other than buildings, as Nvell as expenditures for repair s
to buildings_ and improvernearts . (Unauthorized lsxpenditures for Con-
verting a Bull Barn into a Research Laboratory at the _agricultura l
Research Center, Beltsville, Md ., B-1 -31369, Dee . 22, 1961 .)
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CHAt,TER 'I'IIREE

Assistance to the _ilityencie s

AUDIT IYORR

We are primarily respoiisihle to the Congress for making
independent andits of Government agencies and reporting to i
on the results of our audit word . IloN~ ever, one of the principa l
objectives of this yiorl is to assist the ageticies in bringin g
about greater effect-iveness, efficiency, and cconomy iii th e
conduct of €lien` programs and activities.

Aspects of financial management requiring improvement are -
brought to the attention of agency officials currently (tiring
our audits . Also our audit reports, whether addressed to the .
Congress or to agency officials, generally contain reconimen s
dations- .far corrective action . Most of these recommendation s
are directed to ageing- officials. Recommendations to th e
Congress are relatively infrequent and are made only if con-
gressional consideration or action appears necessary . 'I le follow
nip our recommendations to the extent deemed appropriate t o
determine whether the reeoniniendatiotts have been adopted

-

	

and a€lequaie corrective action has been taken .
Copies of all audit reports submitted to the Coogreys are

furbished -to the President of the l iiit .ed Brute,, and appropriat e
agency heads . III addition, copies of these, reliorts in(] all audi t
reports addres sed to agency- head : are sent. to the Director ,
Bureau of the Budget, for the Bureau Cs nsc in carri-ing out its
management responsihilities in the execubve braneh. 'Hie
llur€aan has directed the. head of each agency to provide for
systematic etwider<atbn of all € general Accounting, Office report ,
relating to the apsmicy- and to report to the Bureau the action
Men. on -the findings and rmoininetulations in the reports .

kSSISTSNC IN THE IMPROVEMENT OF FINANCIAL MANAGE-MEN T

B
1~i6 re T€in`?hM3 to3 € r tal)li ibig aint mainlaitling my'sLemsi

of accomit.iii ;, amt inUnwal contt-ol 14hich tnc'et the rtquireniem s
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of law and conform to the principles, standards, and relate d
requirements for accounting prescribed by the Comptrolle r
General is vested in the head of each executive agency by th e
Budget and Accounting Procedures Act of 1950.

`l'he :general Accounting Office has responsibility under th e
act to cooperate with tlic executive agencies in the development
of their accounting systems, and in the development and estab.
lishment of the syssteni of central accounting and reporting .
Stich cooperative assistance is rendered as an integral part o f
our audit work described above. Additional guidance is mad e
available through consultative assistance wit .h agency officials ,
when requested, and in -the review of agency accounting system s
submitted for approval. ~l'he Comptroller General also pre
scribes the principles, standards, and related requirements fo r
accounting to be observed by Federal agencies in the develop .
nient of their accounting systents, including fiscal policies and
principles for Goy=ernnient-aide application where appropriate ,
and is responsible for revietiNing agency systems in operation to
determine Vietltcr thev sers-c the purposes contemplated b y
th€F Congress .

Tic Bureau of the Budget and the. Treasury Departmen t.
We Sportant {=ove .`timeut-Nsv tde re, lIpo tsibifities- in account -
ling inatters t-o- he considered in prescribing these accountin g
principl€°~ and standard, . .̀i'he Bureau of the Budget: alto has

frtspo,t :dbtht:v under legislation and l Executive orders for makin g
continuous studies for more efficient and economical operation s
and for evaluating awl developing improved plots for the man-
agenient of the executive branch of the Govermnent .

The ,jr-)i.nt Financial Mcrnagetnen t

Ste effective dbeharge of the foregoing responsibilities ,
iwithout duplication or conflict, requir" coordination bctween.
the General Accounting Office . Ow €lt, Tau of the Budget, an d
the `l ' i czisttr :F 1. e l in tic=ttt, lush of thk is ac±eotupliyhed
throtigh. (he point Manch! _M €nagentent fnIpr0%'vnteitt Vro -
grant :started in 19M l_ittder this prograin the= dace agencies

wurl t€rgether in niattiTs ail€€'t-ing the financ:i_tl rtlilnag ti en tt
methWk and pnw ww5 of the Goy envutettt . 'l'hc joint pr•o -



,grain was endorsed ill the Bttd gget and Aceoujiting Procedures
:Nct of 1.950 which declared it to be Lite policy of the Congres s
that the three central agencies conduct it continuous prod ra m
for the improvement of accounting and financial rel}ortu? ;g i t
the Federal Govennuent. During the fiscal year 1965 con y
timed efforts 'were made under the joint program to prortlott,

improvements itt ageney -fiziancial management practices .
Each operating agency isresponhihle for developing ttld carry-
ing out (halls of action wider this, long-range tnodernizatimi
program.

1liglilights of the improvement work untler the joint: pro-
gram are published iIl the anneal report issued jointly by th e
Seeretary of the Treasury, the Director, Bureau of the Butige t
and the ( .,oiiiptroller General .

Szcbmi-ssion Reriew and Approml of

gettce ,,fccomiting, ~ystefns

The Subco?nmiltee on xecut:ive and Legislative fieorgani-
zattion of the Holt se Contrttit.t-ee on Government Operation ; held
l,eat'tttgs oIt rite ;t?atter of submission of agene : accounting :ys.
teims for Ge?ieral Accou.n6itg Office approval oil duly ? an(I 27 .
1 € 6t, at whies the Comptroller General, thti, Chairm .-m., Civi l
Service Coll ill) ss?oll, and represet?tati es of tltt_' Bureau of the

Phidga and the Treasury Departnteuit te :stifie€l .
Mixing tue hearings the Comptroller Genera! made the

following statements :
Air Chairinath Own ir"e refer to accounting system, problenus it] the

Federal agencies, Nve are not talking about accounting for the sake o f
asmmtinp PnTer aceounting for the Hnmwhl and other resource s
entruAc-d to an organiraSm is an inherent, responAbility of die manager '-,
of that organization. Good accounting is Itecebsary to providt essentia l
information to the ma nagenlem hm- use in achieving eMcient and eco-
nonticat operations and to enaltle the management to satisfactorily repor t
on the custody and use of ate r . tuns .

The objeetise of pro;idi ig all ON of management with the iii=ancia l
information needed for planningand control and ail' el} elobiug to lic e
(-"ogres-, and Cite l'f('=?dent: information nece .stirs° to fsc('p vat-h 3V`tSf l
infornietl . thus eualsing a thtier clKeharge of re0on lAhth-., are the
ratite as throe pr€ weril"I 1, We Ifudget and Accounting I%wedtwv,,:

vi of I9--)0 .
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' o encourage-tile iWn,a ed vM&t needed to carry forward the mod-
ernization wwk, our (Vice, is planning to adjustits audit progmmA t o
pro p`-isle-tnore cinphasis oil making examinations into the operation o f
.e mul financial illanagenient sy sielns and to Submit reports on th e
results of , such -Nvork to :the (- :oil r e ress . ., part of the examinations ,
pe 'ifit attention «viii be devoted to tile effectivelles ., of agency accountin g

systems in producing usehd finandal info station, in assisting in, th e
contend of re mirees; and in otherwise achieving the objectives for felt -
oral a°enc accounting prescribed by the Congress .

The hearings titers: pubLiked by the collnnittee and a repor t
(Rouse

	

89th Congress . I t sess.) oil its Sidings--

	

Report 17%%

	

r,

was lmned on lwrek 17, 190 .1, - 'Olieh illetudet tile foilolking
reectiunte. ndathmis:

L ; The }leads of departnientU and agencies should take innnediat e
action to nee that their stthortlinates iniolved to Wancial managemen t
prmwed teeth dispatch to institute accounting symems in Nardanc e
will standards pre'eribed by the Comptroller ( ;eneral and to Mut t
such systems to hull for appeovetl . `urge( date agreeable to the Cony -
troller should he proposed, and adhered to .

2. _1 rlore rigorous approach should be taken by the Bureau of th e
Budget and the i're curt Department, as the principal executive agencie s
coneerned, in spurring prompt eompliantce by flume executive depart-
meuts: all(] agencies whose aeemmOng syntems hati-e not been submitte d
to the (Amytrolkl: General leis approval .

3. 11w OrmptroUvr Cene ral should v-igorou4y acid espeditinl[Ay impte-
lttent Iris annotimed plan to itttel&fv his iTview of agency accountin g
)n tenh and, nla3l;e. I~tports oil such review, to the, Cougry s . He should

ako undertake to a4si,t. and encourage agencies, through personal effort s
of his .Ma g, to exlMe the iNvelopnu=ut of their accounting )steles t o
the degree necessary to obtain appro%al .

!
1 . With re garet to the GO °e-wive Conuni-<AW, work in nilmdW

the quality of C otierttment Iler ..ounet no uorki ig in the held of financia l
tuanagement and in othertIl g e a i (iigf the departinents <tnil agencie s
of Government in lirelcuring comp tell( anviniting mid hnancutl ntati_tg e -
nnent technicians and Imi e At_d penoilltel, this eollnllitlee revonittiends :

Q0 17hat- h le.ai ed emon six be vkvn to eanwr Wolopment pngntmt s
through More concentrated attention ()it grealer partuvpatiou in ti ork-
bolls and seminars by hilmitial management pemmud it A e I national

le vel .s ill all 4tepartuteuts and agencies .
(h) 'rhat "wk be-.4lieedvd 1, the [:rams," ilt tt) ililltr"c t=r nielue -

I "loll dvpalrtnteut~ and awetleie eNaliuete the relatiNe shahs' o f
l

	

cand- idatv .= under tWr Ill m--+Beall lifalrl

	

v-peg+tall . for iiallvf td lean-
.

	

t+spats .I

	

I) .i-i tlt)fl .
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(e) That more financial ~tlitr3tt ~eiil£nt cotwas he iiicluW in A of

- the'g£nemhq pe lnanagSnt£nt cont . es offered by the Cotlnini.-;aton, because
an wderstantting of and aNwevialion for good financial iiianai!Gnie:n (
llrae iu£A durst l eNm"e an integral part of We tAM nwneeinen t

(d) That. the Conitni~sion %tork %6th all departs ivilt, ; and ageovies of
ll "emment in encouraging and amanong Aw £nllfit,wi to attend

	

-

cowns in Sam& nutnagement in nonpn"vmnt£ntal Wit-i has an a n
aclEhOmal mean_ of upgrading IS gnality of peranutel in podAms of
re ponsilAhl is the field of "amid maneetnent .

In responding to the recotrunni flations addressed to ottr Of -
fire, we ads-iced the coininitt w than "v mcre ilieri ising - th e
ammunt of review effort. ctE`l°otccl to agE ivy finaitcial Ina la,ge n
inert inatlers and that we 1dlanued lo liwrcase otti . efforts il l
e.€iCotwagiI2 g <.ni114 . 1F`: . through dil^eussioii,,, to expedite (h e
devel(Titlellt of ON at`eoiniting systems

. Ile (Wets!>liee amling C'ftir,im reiltlr, ii al vs its service ,
avidlahle to execl€tii E: c .i?mi ies Oil an adl'i'i ry basis. Stwh
sHistalnce has inclu(led -guidance ill re ~;'olving 'plewha of prince

cihlex aid Annigh the rm iew of llrocednres for. the 1nllilelllell 4
tation of these prineiple-s ; and advice in IN developinelit o f
ac"Countina Inalinals .

Du6ng our reviews of selected typNothnis in an agency, i f

any problems A the area of accounting are noted they ar e
ideniTal and reinNI I luet<nwes rectnimlended.

'l'he procedure to be followed by ageiti°icti in obtaining ap-
proval of their acco'nnting systeins are gE t lo€ dt Ilt title 2 of th e
"Ge€le:rail Accounting Office Poliev and proeedurr ; Manuall fo e
Guidance of Federal Agencies." A t one 30, 1965, the account -

€ g s me€ns of 49 orb udmtknal entities among the £ivit depar t
namits and agoieies had been alTroved . III addition, approva l
had llef? i given t :o 16 Dart ;; or iegnteiits of systenls, coverin g
such. -operations an pa rtAl ailll 1woluT", aesmi it'nlg, hi odwr
ciltitie s unong the civil departments and agencies where t-he.
contlilete. SYSteen haw not vet been € pproved. `I'll(, only corn .
phg e ammo€Icing q l.eln approved in the Del)artnient of Defense,
iA the s y stern E;i ph g°eel. I the ( .. wps of Engineers for the civi l
functions ' of lit ; , Delmnineut. Elf, the 1krini . Pans of sy tents,
nio=itly relating to f lag prod-hires, hat! beent approved iil nin e
Hiller Inm an e :s Ill 11te Depart€vent .
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Dur.in-, the fiscal vear 1965 the general Accounthi Office
had miler review 21 complete and 8 parts or se;itient s of sv7•

terns siihlrlitted for fornial or informal approval consideration
by the civil departments and agencies. Two complete systeni s
and two partial systems were approved during the Year an d
four complete will two partial systems Nvere returned to the
agencies for further development . Al the end of the. vear ; 21

complete and 1 partial systems submitted for approval Nvere hi

various stages of review.

GE-NE'R AL ACCO- DTI YG OFFICE POLICY AND PROCEDURE S
AtA UAL POP, GUIDANCE OF PEA)EAZAL AG'ENCIE' S

The General keeountin, ~ Office Polic .v and Procedures fallual `
for (,uidancc of Federal A(,reneies is the official medium throe-1 i
which -ube Comptroller General promulgates (1) accountin g
principles, standards, and related requirements to he ob-serve d
by Federal departments and agencies; t,2) uniform procedure s
for use by Federal amicies ; and (3) regulations governing til e
relationships with other Federal agencies and with individual s
and private concerns doing llu:iness with the Government.

1 listinf- of new and revised nlater4d issued Burin, tile vea r
is included in the appendix at page 3-1 .

ACCt3i'NTINi_, PREW I'1l : AND T:kNIl :i,l?os

The responsihillo a shipied to the Comptroller Celieral by
the Bud ',et and Accounting Prot edtire : .pct of` L950 to pr"er ib e
principles. standarch, and related recluiletilent-s for accouliti n
to be observed I, v - 1'~edferal 1 ;enviLw is a coni-tllllill(I responsibility .'
',1'he Initial "Ialelnent~ of tIl' comitin- pritiviples and stam lard s4

	

.
ill compliance %kith this responsibility m ;ere Issued in 195 .

}lbe e st€itellwills, were supplementeJ In -ml)SC( ttent Nears Nt"it h

additional : taletneut, on sele led su'Djec".
luring the 1i :%al Year 9965 a major pro_ject of restatilir th e

accoulltillg principhes and simidardus to be oft er .Ted by Federa l
<;t clteic

	

° : .~ z°+plz {llc1, c1 and, llta"l:lisllec"t as <lf' Julie , 30 . 19(5 .

This was die den.[. Collyrellensi . 'c re"tattmelit o aecomitin g
prine lil,s mid Aam ird~ siilce the illilial_ Vel ion was pubtishe d
ill 1 .9}21? .



The several purposes of the restatement are as follok .s :

1. To consolidate into one comprehensit e statenient fn•onouticement s
that over the years have been made in different documents .

2. To clarify the statements of principles where needed, based o n
experience .

3. To make the stated hrineiples and standards more specific wher e
believed needed, based on experience .

4, To incorporate statements of principh,

	

emitters not previousl y
ccovered.

5 . To revamp the organization of the statement to produce a inur e
cohesive document .

The restated principles and standards ve ere of icially published
as a part of tittle `? of the tie~ieral Accountin g Office Policy ali d
Procedures Manual for Gui€lance of Federal .Agencies along with
revised instructions for the review and approval of a ggeney
accounting systems . To facilitate wider distribtition. and use
by officials and employees in the Federal agencies, this materia l
Nvas also printed in separate pamphla form, copies of whic h
i-nay be requested from the Aieport Departinent. of the Genera l
Account.iizfy Office .

Rt.s'rATEAIE Ì' OIL GOVEI'-€LENT-NVIDE FISCAL YROCED IL,T RE ;
,rER Is OF PRINCIPLES A --,'.) STALNDARD S

l'lie Pud`ret and _lccoinrti, Procedures Act of 1950 gives th e
Comptroller Gencrit authority to exercise his prescribitrg rc-
sponsibilities over accounting inatters in teruts of principles ,
standards, azid related requirements rattier than in terms o f
detailed . forms and fi ;cal procedures a. provided under seetion
; ;t}€; of thrl t3ud et and Acc;ountin .'het, 1921 . ~fler passa e of

the 1.950 act, the Getteral IkeeountCi2-a- Office followed Elie practice
c> € } t e; i t`ihiii only priiicililes omit standards eacrl)t for the area ,
of civiitan pay and aitowanc.e°s mid t=;<overmu nt--Nvide Ls€« i t
iroceditres which were included in iitl€.s 6 and E of the Genera l

T
Acconviting Office Policy an€t Procedures Ala€zeal .

'l'h€ General AC'€',omitin z-, £lfli€,e tiiitiated a protect to restat e
title ti (Payroll, leave, and _allowance,.) and title ''I (Stand-
ardized Fiscal Provi- lures

l
~ iii te=rius o l' b t sic principle s. si tiidards ,

and related i'equireinents . The re .matemeut of title, 6 m.as com-
pleted, diti i?i, ; the fi cat year and lie= r evi:'ed title was

	

il l
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May 1965. A bookla iRnstrating procedures for a siniplifie d
payroll system Nvas al:4o coniplete£l and issued daring the year .
The restatement: of title 7 in ierins of principles and standard
was it! llroce at the end of the fiscal year .

General ccortntin C)f)Sala :-_v _fable s

During tits year Us. General ~~cconnting Office. Salary Tabl e
~,o. 13 was ,tisiied for the inforniation and g'ilidmice of those
officer;, mi(i employees of the Goveninien.t concerned with the

preparation, ce-Lificat-ion, and payment or civilian payrolls an d
pay _ onc-hor,b covering per nnnni einployees inider [lie Genera l
Seltedt21e of sal trz" rates as set forth in the Governillent Ean-
ployees ; .-alary _lieforni A(-t of 1964. Tile rate,; contained in
;salary table No. -13 were retroactive and l ccanie effective on

o f the fiatday of the but pay pe6od lie halting on or after ,litl. 1,
19K 14) a«tat the agNwies mith Ilin retroactive feature ° . of
the Pict and for other lnwposen an midit table coinparbig the-
Wd and new rates . by grade and step, and setting - forth ilonrl :'
and pas peAul. differences betiveen dic old and neA% rates Nvas
lwepared mid issued to the heads of departments wid other
Federal agencies .

SUbSt=Clllentli, £lisetissions ieere held bet ; eci1 the Genera l
lccon nti-ig, Oflice and the Bureau of the. Midget and the (rai l
Service Cotninission reggar(lin, the -preparation and isstianl,e o f

. fnt:ttre salar,` table., and by letter of june it 19e5, the ( .;hair-
nian, United State, Caivil Service Coniinissi.oii, advised that the
C;ollinlission wild assinne responsibility° for the preparatio n
and is :. tnmtce, of siittire salary tables .

_ U)'011ATIl_; DVI'_i PROCESSING IN TIII : FEDERAL ( ;ON71,',RN-NII,',- 'r

The General Accointibig Office conkviol to lo. .idi advice
and assistaitce to 1''e(tet~al a,etieies with regard to actinisition .
n-t ilization, aii(1 to n genient or an toinatic data pro per ing,- ,)A-

tent"' . `i,lso in carr ingr ont olir rev ievv and ev alaa Lion respon-

sibi#Rtes in this field., ice ssiAted agencies by reviext int?' Avith
igale t>Wd lwol}hins encotiiltered during otir andits relatin g
to 'the plannhij for and the tise of :inch ,systeilts . In a ntirriber
of iti fait=e& we nnade nxin2inend&tions whielt, -,dwn filly-

2



iiirltle erttecf, should materially improve the management o f
data processing prograins in the avencies involved .

In addition to advising and assisting individual Federal agen 4
ties, we have, over the years, as a result of our continuing
surveN s an St€idies of his field, made recommendations )s-hick
were directed toward achieving improvement. in the nuinare d
orient and administration of automatic data processitrg resource s
on a Government-wide basis, Our first comprehensive reports
on Government-wide developnie.its in this field Nvere tr €ns-
initted to the Congress in June 1958 and December 196 0
These. reports called attention to the need for more posi ; ;ve
central planning of a long-range nature within the executiv e
branch of the Government to provide the inaxiinum degree o f
efficiency, economy, and eftectis €, .ne.ss in the administration and
management of costly automatic data processim8 resources .

On . `€arch 6, 1963, we reported to the Congress on the result s
of our study of the financial advanta, es of pu~!chasim, ove r
leasing of electronic data processin g equipment, in the Federa l
Government. Tlu., report was widele used Iv the. Congress
and Federal agencies and has been a sianificaut factor in the
increased purchasin g of electronic data processing equi pment
by Federal agencies . At the time the report was issued it wa s
estimated that only 14 percent of the Government's conymaers
had been purchased and 86 percent ha€1 been leased . Increased
Government purchasing by the Department of Defense and
other Federal agencies has resulted in significant savin g
throriLh the eli-m nation of annual rental costs for the. equip-
ment rnirchased . It is cst_:l,lated that €is or June 30, 1963 ,
shout 45 l ecs'~T ;t of the computers installed. in Federal agencies
had been purcha wd .

tBecause of the need to ~= i7i1,-_ider t_le financial advantages o f
acquiring and utilizing electronic data processin g equipment
from a Gove-rimictit-wide viewpo .'111 rather than froni the stand -
point of in€lie iil;ial r1 1';rYf; iiistalla~tiom,, our A.lareli 1963 report
recollunended that the. President of 40'e I Tnit.e€1 state-- establis h
within his €i-anizaflon a c:entrat m atnaffement office- suit 1111v
efullo evrered l : Yt,h responsibility acid authority to make de€ is~ion s
on the pro—ur'eaYent. and utilI Ytion of data lr€:.t. t lYl r equip-
ment eiith die

q
of- jective of o0ui°l#ii !~ and nillizing all Oee(wd

t overna wal .
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Following the issuance of this report, legislation was initiate d
in both the House of Representatives and in the 'Senate . to
authorize the aichninistrator of the General Services Adminis-
tration to coordinate and otherwise provide for the economic
and efficient purchase, lease, maintenance, operation . and utili-
zation of automatic. data processing equipment by federa l
departments and agencies and their contractors . NVe provided
assistance to the Members of Congress in connection with th e
bills that Avere introduced . As of Jane 30, 1903, these bill s
were under consideration by the House and Senate C :onim ittees
on Government Operations .

One of these bills, H.R. old 15), -was subsequently enacte d
into late. ( public Taw 89-306, October 30, 1965 ., 'I'lris lair
amemi2('title I of the Federal Property and Administra live
Services Act of 1949, to provide for the economic and efficient
purchase, lease, maintenance, operation, and utilization of
automatic data processing equipment by Federal department s
and agencies .

During tfte past year, see- coml,leted a number of esamma-
tions of electronic data proeessiugr procurenrettt practices at a
'01111ber of ~' ,' o ernntent contractor locations . During these re -
views, we noted that it is the practice of Governrettt coat-rac-
tors to lease rather than to purchase such equipment for use i n
performing tuider GovertunenI contracts . We coneiuded ou
the basis of our ro ie~N s that Millions of dollars could be sati e d
if the Government purchased electronic data processing equip -
Wren( and furnished it for use by -t-he. contractors rather than
having the contractors rent the equipment directiv_frotu equip -
Ment suppliers . 'Phis suhjcet is covered in more detail in (hap -
ter Six, "Departmem of Defense—Oilier Aetivitie ." begitming
on page 9.

On _April 30, 1964, v%e submitted a repotl to the Congres s
entitled "Rey '-ew of Problems Relating to _'t~lauagometnt an d
Wrninistration of Electronic Data Processing N .stems in the
Federal Go~-ernjnent ." The problems discussed in this repor t
pertain to the acquisitiotr and utilization of eleetrottie data pro-
et21stng ectutptnent. contractutg for Its procurement; need !or
conLinuousk- updated centralized information on the availabil-
its', test ti < and needs for this equiputeni . cont asl-,e€its of the ~zse



of data processing facilities 1iy Government contractors; an d
recording of ntac line t se lime .

Our report pointed out, that our review of these- problems an d
the manner in 1~biclt they can he resolve .1 to tike maximu m
financial advantage of the Federal Government, reinforced ou r

rearlier cane tits iorf that an effective centralized manag --eulen t
organization with appropriate authority and responsibility is
needed to exercise control over the procurement and use, of dat a
processing facilities and the related eoms being incurred by th e
(,ovet•nment .

On 'larch 2, I965, -the President of the L;nited States t.rall.—
mit .ted to the Congress a report on -tile management : of mit nna-
tic data processing in t-he _Vederal Government . 'Ihii report
was prepare(! by the Bureau of the Budget after a coknpreliell-
sive studs o#' Government policies with, respect to the acquisi-
tion and use of automatic data hrome sin« equipment in the
executive branch. Such a stud- hail been recommended to th e
President by the chairman of the Douse Committee on _Post
Office and Civil Service on Augu it 1, 1963 .

The contillwe:'s mport on m'16_0 d is revori mida ion m a s
based stated that the findings of the suhcotnmit-tee that had
im!"ired into the subjevt llael "largely confirmed t€te disclosure s
of the Comptroller g eneral that the management and utilka-
tioo. of EDP equipment in the 1?ederaf agencies is in need of
improvenu nt and is suMcienlly imporialkt to he called to the
attention of the President ." Mie report stated that it wa s
imperative also that the Federal Governments maiiagenicnt . of

I&DI' be restructured so that this ne" science ;t ill lie accorded a
higher level mana ggw,rlt- dkrectkon than it has in t€le past . °

€meause of the importance of the Bureau's report, we initiated
a coiltprehensi re analysis of it in the lyht of the Wings an d
recommendations Ahich have resulted from onr work in thi s
field in recent Year , . v e consider the Bureatt's report to be a
useful doelmkettt for highlighting many of the automatic dat a
processing lil<li'_ageumu problems m14f:rtng attention 111 We
interests of achieving- greater eflieieng4 ectmionly, alts; effec-
tivelless in the applicatiok1 of public fluids .

The principal di f ference, i ll our ViON, . duel tile- c :F{lclitsiott s
f

	

7recorded in t1u-• €~ureau 's report. concerns d degree of centra€ -
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ization of manageincut authority and resporlsibility with respect
to automatic data processing. We have felt that the cos t
factors are so significant in themselves as to warrant the estab-
lishment of a central office which would have appropriate
authority and responsibility for providing management coor-
dination of the acquisition and use of general-purpose automati c
data processinor facilities deeded in the operations of the federa l
Government with the objective of miniani7ing costs . We believe
that such an office is needed to effectively provide an overall -
Government viewpoint in snaking acquisition and utilizatio n
decisions to achieve this objective .

Our views on this subject and on other aspects of the Burea u
of the -Bu€ get report. are set forth fully in our report to the
Congress elated August 31, 1965 (B- :115369) .

ASSISTANCE THROUGH 'rHE ADJUDICATION AN D
SE'VPI I'MENT OF CLAIMS

Our function of adjudicating and settling claims by and
against the Governmem of the United Mates assists the various
departments and agencies in that it relieves them of the respon-
sibility of cicteriniuirlg the proper action to he taken when the
facts and circumstances in particular cases are unusual o r
complicated. and when established administrative procedures
are not applicable to the cases .

We exanih-le and review the claims submitted to its by th e
various offices to assure that their procedures and operation ;
are coordinated with those of this Office to the greatest ext-eiit
possible and that their procedures comply with controlling;
st.atizte and itl~ renlrlatio~ • o ` this f (lice. 'N'e su-cst cbanges

zz7in administrative procedures is-henever it appears that suc h
changes will facilitate and expedite the settlement of claims b y
and against, the United Shoes .

Our policy of requiring the departmems and ageuc_ies t o
report their debt clainns to this Office after they have completed

reasonable collection efforts ,vilhout 6IIC= f relieves Heels of the

task of e4milirmed efforts Nd wo tliev havi3 been ituable to collect
file full aluol11It due the Euited ;Mates though memis availabl e
to them .



ASSISTANCE IS THE _-',AFFIC AND TRANSPORTATION FIELD

During the year we assisted various Govermment agencies i n
programs involving traffic and transportation matters by (1 )
granting final approval for use by the Department of Defense o f
a short form Government bill of lading for the transportatio n
of small shipments via express, bus and parcel service ; (2 )
furnishing statistics relating to civil payments for passenge r
transportation to the Bureau of the Budget for their studies o n
reducing procurement costs of Government transportation ;
(3) meeting with the General Services Administration to discus s
simplified documentation for the procurement of and paymen t
for Government transportation ; (4•) advising the Departmen t
of Defense of irregularities in the billing practices of certai n
forwarders of household goods and assisting in the amendmen t
of the basic rate tender to eliminate these practices ; (5) fur-
nishing passenger fares and other data to the Department o f
Labor for their use in the preparation of the Department 's
monthly consumer price index ; (6) considering and acting upon
several requests from the administrative agencies for permissio n
to deviate from (,tablished transportation procedures in th e
interests of economy* and efficiency ; and (7) furnishing gues t
lecturers at the State Department School of Foreign Affairs ,
Washington, D .C., and the U .S . Army Transportation School ,
Fort Eustis, Va .

ASSISTANCE IN THE LEGAL FIEL D

In the exercise of our decision authority, assistance is given
to all departments and agencies in the executive branch of th e
Government, including Government corporations, regulator y
agencies and temporary boards, committees and commissions .
Many of the decisions have the effect of establishing the lega l
bounds within which the departments and agencies ma y
properly operate in carrying out their statutory functions .
Notwithstanding that a decision is directed to one agency an d
concerns a particular factual situation, it nevertheless ma y
have Government-wide precedent application . Some of th e
decisions resolve controversies involving two or more depart-
ments and agencies .
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Legal advice is given to other agencies in their promulga-
tion of administrative regulations and directives . Members
of the legal staff confer with representatives of other agencie s
on litifration, questions pending for decision, and legal problem s
arising in the day-to-day operations of the Government.

Decisions of Uniform application or general interest ar e
published in monthly pamphlets and annual volumes . Digests
of these decisions are distributed, and copies of unpublishe d
decisions are made available on request . Also, in response to
telephone inquiries there is provided a research service on
published and unpublished decisions .
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CHAP1EH I'o[ - tt

k -.

Department of Defense

Daring the fiscal tear 1965 otir audit effort ; in the Depart
anent of Defense A the thee militaey t epartinents continue d
f .~ be directed tom ard. aiding in the improvement of inauage. -
ment-anti operating con-t .rol and financial administration of th e
complex operabons of the Departments . Mr audit effortb

	

s

were directed generally to those progrmns having _tali jor g ig-
Meance. Where appropriate, lve naade conct_irrent . and
cooidhiawl. rev=iews of those departnient .al activities that are
a part: of, or are related to, broader activities and i11VOlve wore
than one military department or the Defense Lstatdishnient a s
tl «bole .

	

~.

Our audits completed during the year or in progress at th e
close of die rear included re-views of various aspects of (1) th e
management and operation of supply systems ; (2) the iiegotia-
t,ioia of contract prices and the administration of contract terill s
and conditions_ (3) the development and procurement of ne w
types of etl dpineait - (1) the maintenance, repair, and overliau l
of mptlpment- (5) the utilization of rnanpo«cr; (6) the use o f
transportation services : (7) the acquisition and use of atito -
Umtit! (Ala lw Messing eduipanent ; («) the administration o f
uuht irN pay and allowan s ; (9) t.ht tise of communication
services (IM the admAmration of' military construction ; and

1- l) the ru nnitii ;s'mathmi of eivilhni Imy .
lip wldition to these reviews which are discussed in mor e

(h-tail in till later sections of this chapter and in the imo chat? -
in, iltlirte4:Iiatel- t- Iollowi,ig, "r ii adv a nuiiker of stwell audits ,
niv estiga kis, and cury evs during file year at the request o
v Orions cotlui It ices of the Cons"e esw and intlivid tal Meia2lwrs o f
the t .:ci?apv w . Ilk special work related prhuipally to (1 )
am Aiming and hm'_ ;l mintrols " "thin tla ;'.- wlia,metit of Defense
to f)i'm u k tit2i_t3tliili'hmi iuihtarl ' construction ; (2) prtaeti€fie;
of De- ft= itse immi 'ae-tors relating to e_xpenditnres for recreatio n
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< nd morale of employees- (3) allegations of waste, extrav-
agance, or other improper practices by the military- departinent s
in various areas of their opera-Lions ; and (4) procurement prac-
tices and circumsLatices surrounding awards of specific_ contracts .

During the fiscal year use submitted 270 con gressional report s
on our audits and i11vesti atiol>s. 193 of »hull Nvere Submitte d
to the Congress and 77 to committees or Alembers of the (,oft -

gress oil special investigations made at their request . In addi-
tioll, we transmitted 137 reports to officials of the Departmen t
of Defense and Mlle three military departments . 'Host of the
reports to the Department of Defense officials dealt with matters
relating -to local policies, procedures .. and practices disclosedin
our onsite exanduations of civilian pavrolls and relatedrecords .

The replies of the Department of Defense officials to our

reports in which administrative actions oil the part of Defens e
officials are recommended have been generally responsive, itldi-
catiitg, in a lame percentage of the cases, agreement «w ith our
findings and an intention to institute corrective pleasures . We
have received numerous replies -which indicate that new direc-
ties and instructions have hither been issued or are. intended
to be issued . 'l'o assnre that the revised directives and newl y
an OUnued policies are being carried out . N1 e are curreritl Y
str+ p si?. the tired for independent re,e ; s at higher echelon s
1litllin [lit: _Dcpartmcnt and b ..° internal audit oruanization- .C

SVPPLY -MANAGEMEN T

_Dmrin~o' the fiscal 5°e tr 1063 %e subtnitted to the. €_:o;igress 33
reports oil our review,; of the policies, procedures, and practices
followed by ilic 'Deliartrment of Defense and the military= depart -
ittents in the nianal;eluent of various type , of supplies all( !
equil,rrtent . The reports covered selected aspects of Supply

man#I n,ement relating printlpally to J) determinations of stoc k
fftluiroments, (j) managenient of c ct :ti ; and surplus stocks .
(3;) interpervice toordirh111, 011 in ssipply inatters, (l) siandard-
mation of stock item.,, and 1,,3) control over dr Ise t °,,os and
tcelinic-cd data, needed for t .r€ CHI' °ntent- purposes .

`Xe found de is+leu tee?, as hilnrruarized below, in €ae li of 11, s e
IVeas of r=nppfv mana uce neat which resiulted III 14II11~`'€ g til'y
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costs and expenditures . Our reports on these deficiencies ar e
listed and described oil pages 229 through 233 6 in I-lie appendix
to this report..

Deternzinati€ n of Stock: Regiti-i•entent s

One of the main responsibitities of supply management is t o
assure that adequate quantities of appropriate supplies are on
band to meet current and future demand . ro this eucl, pro-
jections of future demand are made periotlicallV to determin e
stock requir•en£ents . These. determinations ser=e as a basis for
procurement plans to maintain stock at proper levels and for
scheduling repair of' unserviceable items to maintain stock in a
serviceable and reacdy -Wissue condition. We found many in -
stances where the procurement plans or repair schedules wer e
based (Hi overstated requ Tments which resulted in ovw?"yWg
or in repair of unmeded items. As a consequence . million,,,- o f
dollars of unnecessary costs and expenditures were either in-
curred or Ntiould have been ineurred had we not brought thes e
instances to the attention of appropriate officials .

The factors used in computation of supply requirements ar e
coast-antly chanting— nirticularly with respect to spare parts
for weapon sr stems and related equipment--because of clwilge ~
in military- plats, moilificatioii or obscd"e ace of equipment to
be supported, or other reasons . Thus, requirenteuts which ar e
valid at the time they are deterinined frequently lbecoine ilivadi€I
prior to action to procure or repair . To assure the continui n
vandUy of requirements, it is necessary that the requirements ,
as determined, be Women to coirt.inui g iey&w, T foun d
that in nIany instances this was not being done effeeti}ely ,

_xdeguisitioIilt practices of niilitary instaliatiolls also colitrila -
the to over tateinents of requirements . We found instances,
Where the military installations (d) i :bsued requisitions on th e
supple system for stock in excess of their needs, (2) retaine d
xeess stock -which should have been niade available to th e

supply symt-ui to inea needs at othe < locations, and (3) delayed
the return to the supl4 sy .wn od unservVeabde but rc .lmOblc=
supplies. StwIt ty :metierN Ly ;lMortinr the true deinand, no t
only led to overstate)€tents of requiremenus but . also conecal tbe-
E_ximence of ;*wk ayailalde to meet valid reluiretiivnt :s .
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The deficiencies we found stein ned, in most instance,, fro m
failure of local Supply ira.rigetnent to provide adequate super -
vision to assure continni,ig reviews of requirements and th e
factory affecting requirements . Our hri-ngr ing theso deficiencies
to the attention of [lie military departments generally restc[te d
in cancellations of procurement: contracts . procurement. pl aim, ,
repair schedules, and other unnecessary supply actiows 111a t

'Were,, pending . 'In addition, action NEas taken by the military
deliarnue,nts-to strengthen and improve ~procediires _followcd b y
local singly man igetiient .

11w supply syst:erno of the militar y - (1cpaI'ttii('nh jowvrtite ii
Tar`''e .°ohnne of exmw6 suwks nt a Wad range of vateg(}I`ies o f
supId ° items. Unless alternative- uses can be loiftid -fir snch
stocks, they are ulthnutdy disposed of at a fiarlion of origina f
cost. therefore. it is essential to explore all l)o,'Zibiliti('s of
alternative use .

Excess spar(: lams antl eottipont is lTe(luciidy are needc(l 1) *
contractors engaged in jw( unction of e(lu4nnent for tlie-nnlitari "
departments . `1'rinisKs ()f the excess stock,; to meet such re ~
quireinent:s refine(' expendinwes for nmi procurement and as~ur y
fullest utilization of the available stock,, i ' ye( .S stocks ca n
also be used . in many instances, its accelvidde wilslitnivs fo r
(ether-nee(led it(ains of Wnlllay or i wy can he ad jAed at vela t W)
izttle coat to serve as aree,italde wohstimtes .

We found that the military departments were not taking ;til l

advantage of the availal oflliortiiinties to make Nqnwrnivall
IVMe of excess ttwks . t_I€Ir n-!p )rt,^ .. listed €in([ described in Ill y
alq)Nidix to this rep. icl(I(h` Wings o t ;dhwe to trwi>.ki.
exees : s tocks to contractors engag_e(1 in IniAtt 1kni of equyi(nent:
for dw miKlary departnient, in(t failunto nsv ,st€ ek ; as
ae ce1 uilb) millstitnies Air Other items (d SUP,) . Or example
11) the _eir Force_ could have transferred excess radar sysI € m
(ioujonmnts Air use in 1woli(S6mi of Ia(,"ti raft am! axohled
pro=_ur(` -mint o almut SWAM N"wdt o ;wm radar sys1eIl i
Con1po .ent,; . (2) the rjn1 could have tran : :errnl t'lays spare
atat(=211otive parts Vic_?r tar in pr(3tlitG6on +ff lied ; ti"iwl .6 an d
realized . .avings vwhi(h umdd lwye . "c-ded h alp=_ant WiTOO
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die iiroccedr received from the sale of the vyc ,, ;,> pitrt': an d
t h e Defense Suppty Agency procured about *700,000 Av orth of -
(,1 ,000-t'ound trailers while excess stocks of 1,000-pound trailers .
which could have been used as acceptable suhmitutes, wer e
Being d6li{)sal of .

'File Department cif Defense informed us that it souly ~%as
being tnatde to determine methods and procedures for inmashi g
alternative uses for exce 9 supplies. %- inmie a tii ndier of
suggestions to the Department of Defense for its consideratio n
in the Study .

_Vwd o otter .Itt e per vi-ce

Coordilr€rtion.

Alt.h ugh -the 1epamnlent of Defense has developed an d
instituted many suiiply ttt tttag€`.tI en! anti inter ervicing pro- -
ecdures to ttrovi€ c. itrtersers ce utilization of supplier, ou r
reviews continued io disclose. Instances there material in los t
Supply in one military department was no,, used to meet require -
ments of atiotber military department . This either I£~btthed ,
or would have resulted, in uIIllcceGSar~ hrocnzs-l~ICrlt, lmltea NF e

brought d we 27Lrtst' cos to the alt£:ntion of the I*Alclnnwnt o f
D€ Als , action was takm to transfer the material :front the
utilitary Qiartments in loth sun y- to the departtuenty having
need of the material .

The Ikeaardent. of . 9feIts>e Nmict rre€l in our recommendatio n
that the internal an lit staffs of the military d€ patrtinont„ be
rmjuired. as a part of their re vie.ws of the to ter wervIe Supple
SiTport Program, to examine closely only instances In \ .̀° hch
interservice coordination has tacit ineffee6ve to that fault} '
l,roeedtwes may be correcte£l .

A din ill istration (~f the 1?fe'tI_s e

Standurdization Prog. um

l ltc Secretar y of D feuse -was directed by the €_:(migi ess in
July 1952 to deg clop and imptem nt it l-fc fez sc standardization
le ogramidikh could (1) require- the development and wiatgge of
in le : pec Hieations for Mentical Mum (2) reduce the minihel

of nize afid letmin of iten .ti that ale generally shut;; an d
k3'- Plandai"INe ImetAng a ml pa tatghT inethods .
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Our reviews of - the. item-reduction phase of the prograin
discloser) that the potential savings in supply, managemen t
costs contemplated. under the program are not being fully
realized . (Depart ment of 1.)efeiise--,toadies slioNv that tlae average
annual cost to maasage ate itet3r of .snpply is at least $100 an d
perhaps stnhstantially more .) We found that (1) progress i n
the ral ction of items in the area of electronics has been negl i
Bible, (2) implementation of item-reduction decisions Nvas
delayed on an average of ahimst a rear ; and (3) items previously
elitninated froin the supply syster►t were permitted to reente r
the supply systeill .

!ke 1)ropo,9ed to the Secretary of Defense that the centra l
management role: of the Defense sta iMardization activity h e
strengthened to provide more effective guidance, direction, an d
control of the Defense-wide standardization effort . Following
a study of the ltrobleer by a Department of Defense managemen t
group, an office was established under the Assistant Secretar y
of Defense (Installations and Logistics) to provide centralize([
management and administration of the Defense-vide pro jo atu .

and Tech..nical Data

We found instances of tanned saary coms iweause essentia l
ciramnags had not been acelu►rr- .,A, teelnnic.al data had been los t
or mislaid, or the technical data furnished to a contractor was

incomplete and itnaccurat, `)'here are listed and described i n
the appendix to this repoi* s threes reports oil our findings in
this area . '_l'N., o of the reports shoe that about 82,2 million
oudd last, e keen say end in the lvwnirenie nt of.' gasoline engines
and about '180,000 co dd 1mve been saved in the procuremen t
of Amon ttdws ►f drativilign and technical data essential fo r
soltc,tatton of esonitw66ve prices had 1►een avAhdAn and cotta- -
pebion haatl Wen obta►wd. i lte third report sh(--)ws that the
procurc°ment. eo`•t o

	

ntoaatnts was inca-c-ased abou t
v 192,0010 It{'.0 ILESC ill aCCIII- at% and, incomplete tecknical dai a
flu nashed the ont '<artor t e slatted in delays tit lira tawHon and
loss ill p roduc ic~ta efficient vy .

Tie i i Itaary departments e, ivnrred in our 1>►opnsals fo r
{

	

1'?th tine' c'ontra}l ; over dr<aivin' ; and t .etlinioaal data .
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CHAPTER FIVE

epa tent o e-Cseas—Delinse Cori tr acLi

The ntnitary department are awarding contracts for weapon
systenis and related equipment and supplies at the rate of ove r
$25 hilhmi annuall" The lest available information indicate s
that as much as 8t) to 90 percent of the dollar value of ail mili-
tary purchases are made by negotiated contracts . Procnreiment
by negotiation is designed for use in situations . specified in the
<lrmed Services Procurement Act of 1917, in %ilnch procuremen t
on the NO of advertised hid and award procedures is either
inypracticable or inappropriate . Cinder these circumstances ,
We is not the assurance of fair and reasonable pri+;iil,= nor-
mally obtained when proenrenlent is made oil the basis of `
advertised 1 IEc and. al%aid procedures . Therefore. negotiated
prices must be ba A largely on actual or estiniated ~costs o f
producing t:he arti x _les required . Such cost- in€ `orniation, there -
We, must: be sound and realistic to provide for the ne-g-oriatio n
of reasonable price .

Our examinations during the t-c-ar into the financial aspect s
Z 1 _

	

.of contracts alFardcti i~~ the nln4 iictry departments Colitiliiiet l
to be, directed primarily to reviews of the negotiation of price s
for selected major contracts and sulwoi tracts awarded by the
depar"Pents and Lheir pri is contractors .

The priniary res pots€ibiliE - nor negrot-iaiin-v>' fair and reason -

able able. subcontract lfiic.es rents vith the prime contractors . Th e
GoNerntnent .̀s €ni(€Se p-t in ili€, pricing or sull"contra(ts steins
from the fact that tlic: prices o3' nt gotiat€ d prime contract s
11sitatly inchid ' zwttuai or estiniat-ed costs to the prince ct'tiitra € '.t-{i r
for stllic'onti'a€'.ji itein' . t infer f rlli fixed-price anti price
ir ediurnii i .IPle 10i"W t`t!s trac , costs !ter sub(N)ntract€ d item ,
±r t= included in the liriint' t°c;it: t' ?4't lii' f'e OIt tlif- L ;in: G or slil .
tvattract Brie's kno"n or vaiini ted :ai ine ti -Ine of ne "otiat-io n
of the priiii i4mo act. I iit_

3
er ii3('.oni~'€`° ,jw j_ hne. contract :

the target prices are est 1_ti :. i"! on the ha As of W own or eMi-
i ed c w

	

am! the Mimic Q w i - :'ire ! the "rfi}t° ;` ;iitieii f, .
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in cffect,'represent- reinibursenient for the Brit=,e Coirtractor = s
acttial costs, including :subcontracted items., plus I portion o f
the, amount 13!> which 2ctti l costs are lower than target cost s
or less a portion of the aniount by -which. the Costs actually
incurred in lterforining the contraet exceed the target costs . .
Uicler costTIvis-a-fixed-fee contracts, the contractor r€_c .€.ivcs a
specified fee and aiso is reimbursed by the Government, for A l
diets incurred tinder the contract, including he costs of suh1
contracted it-eats. Therefore the -military departitlents haNe a
responsibility 'to protect the Goverunlent s interests b ' v assuring
thejuseives that the lrrinie Coll traeton 's proceclur" for itegotia-
tion of subcontracts are adequate and effective .

V e found instances of excessive pric.e~ riegotialcd for bot h
prinic emntracts an([ subcontracts . As noted in past years . the-

inegot-iation of inireasonalsly high prices inay h attributed l}ri -
ntarily to inaccurate, inconiplete:, or noncurrent cost iuforina-
tion, furnished by conlr actors or sulwojaraetors in sullort of '-
price lrroltosals, €lefle.IenLies W A- conirol by the t i limn` do-
t)ariniertts over IN prieing of t}rube vonttact :+, aucl defici-twicS
in the €ontrol lo- the deli€aril mts and b3 their 1rritne co2ttrac-
oms over the p6eing of subcontracts . We [1-mid, also, 122~'zir2i't` :y

i
of eS€ e snS t Costs 1Sliieh art iN 9)c, attributed to laxity of inc
indhap departments in their _Idnninktration it!' Ii otr :Iird
(`ndrl cts during 16 ha'r'd or cmnr tit lteohnnatw .

Duriii r the li-=i'i l years 1957 through IN65 . Nw reported h) Uw
(Wrisress llltdtu :* "; of ewcnsive prlt`€ aml other Bost-s €otalin.-
o er :125 Ttiillion brnrreil intrier eont nen neantialed by tire=
rnihiart de partliiet s . is A m% on lmge 29 t of the. Ip relulix
about SO9 inithon of this anKni It luid lwvn ranvered tlirtmah
June 30, 1061 €n Mthmt to ci ainin price aftltI~ linens, t `&
detrarttueirt~ ha%e niath certain hupnwenwrits~ rn the 32=_=g o
Att-ion anti adnihistraWn of contracts with re-lard to (lie
deficitnv ies dkelo .ed by tmw reviews .

he Mtiitt _o to thf l ,ong; e, :̀ 57 report din in the fr a l
year .1965 oont e evieN% . o ; ar jotis aspect,-, of defense contravls .
Our et'li<,rt- Vdi. r .inn avinal tji ;iC}tea ial inine essary costs
or exl etuHuire w as clh# .lt?_ d in tf?e :ti' iT im% merit° liste€1 =1
€ r e3 € ' i°'tie€l on pages 236 thr €)tigli ' H e_ar th€> Lit3penihx to thi s rel',ort .

-
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instances q 1 m-casonable Prices
-\k -v found instances of excessive costs to the. GoveI- 12Ilent

resulthig fr nt failure to negotiate reasonable prices of contract s
and sulwcntrae[ :i . rite types of deficiencies we found in th e
negotiation of prices of prinie contracts by the ndlitary depart .
meats were yaralfele€, to some extent, b the deficie.nce c~ we
also found in the negotiation of prices of subcontra!--ts lip- th e
pri is coiitraetors . imt or our findings in this area in=dicate d
either_- that the prices ltad been negotiated on -the basis of cost
information Nvilich was theonsistetit %iit-h experienced costs an(!
outer information available- at the little of negotiation or tha t
they had been iwgotiat.ed on the basic of cost inKu_€ation. tha t
was erroneous .

Wher factors also affected reasonableness of the prices nego-

tiawd . The folloStK exainpb selmlecd Smi our reports liste d
and described in the appendix .ire llustratiNe .

The ~mny negotiated a eotivact twice for auntica=tkin Mach
included ten-saide shipping containers . No lwovNion was made
in [lie contract for return o r

f the reusable co ntainers [o the con -

Ii'ac.toor for €ire+lilt The Army was selUng t44n an scrag} . fitter
webrought the ?natter _to its attention [lie Army arranged itiiLh

the contractor for the return o
f
f t1w containers for credit . This

will result. in net saying .,; of about 20,000. lbout 677,000 of
potential saN ings had aket ( ly been lost it the -tittle of our
review. (B-133312 1 December 196 E _

)

the Aims= negotiated a (mint act for arlifler ,v Wes at a pric e
w1hich ntelncled rehub tr c nes to t[?' contractor for Ou- fuzes
€ estroyrd in performance of roptired fit-s . t1'lie (- oi)tract als o
provided that fitz-s des iroye€t nt -performative of te' is would b e

hit e

	

a ; t fait t°-h t ey had been (fe llk s're .

	

As a result . Cit e
ontriacaor received duplicate 1=aymenti of Farmm $205,000 fo r

the fuzes destr )!'A rite tvatti _=etc r agreed to negotiate it

ettlt'n mL +(°."ith the .`(_ruts" .

	

M =_lilt 9at, ,Juba t_€ 6t . ;

`.l'ltc ]+alr x ismcd a svr W of t hange oi"t~_er--7 to a :dill bust€der io -a '
ii . ul ff;" `the t•`)lw of work recjtt i `i ( ==tree=` certain fixed-pric e

;on,ract;i .

	

M e fol===d that Etit_ putt n =ptiaird for tiff cfi ige

i „, r s Pre jtin'f'as oral±h' in rf°j € m tit the eli atij : in the ._a p(--
of r C r lk~ Ile !)wnes i,no” n i "Hicis itt

	

edit it', the f sov !,--m -
=lien€ t€}€ l4 iii t4 Wed iltll fiit3vt,'i?'(f

		

^ . IY a <i)1 ~4a?iet ' ti) . 'h e
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cost of the additio.-tal work to be performed . Our selective
review disclosed overcharges of about $260 ;000. The Navy
later undertook, a more extensive review of the prising of change
orders issued to the shipbuilder . (B-146898, October 1164 .)

The Air Force negotiated a price for klystron -tubes which
included about %65,000 for -testing. The testing was neithe r
required nor performed. The Air Force agreed with onr recom-
niendation that action be taken to recover the excess amount
included in the price. (13-146911, September 1964. )

General Administration of Contracts

Our examinations into the effectiveness cf the administrativ e
controls exercised by the military departments to assure con -
tractors ' compliance with tlae terms and conditions of contract s
revealed weaknesses which resulted in excessive costs or avoid -
able to€ses to the Government . We found instances where (1)
a contractor had rent-free use of Ooveriunent-owned facilitie s
for commercial production over an extended period ; (2) inappli-
cable c- ss had been cliarged to Government contracts ; (3 )
applicable refunds and discounts had not been credited to
Government contracts ; (4) defective material had been accepte d
because of inadequate inspection procedures ; and () contractors
had not complied with the patent provisions of research an d
development contract :. Our reports on these findings are listed
and described in the appendix .

In our reports oil tlles~- findings we wade proposals an d
reconanendatio is for strengthening of procedures and, where
appropriate, recovery of amounts due the Government . The
Department of Defense or the military departments concurre d
in most cases . With respect to our finding that a contracto r
had rent-free use of Government-owned facilities for cotnnler d
vial production. tl,e Navy and the contractor reached a{i
areetnent for pay)-rent of rentals covering periods afte

r uary 1, 1960. 1lowever, neither tile. Navy nor the contracto r
agreed with us t_taat rental itias also due, the Government for th e
hrecediti- 4-year period .

cocci for ~~' c ilriti,c T'rt? f,~- on 1~'uanisi=i ark
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tially higher than it should be, in our opinion, because, th e
Department of Defense has not provided adequate policy gtiid-

anee for recognizing situations where it is feasible and mor e
economical for the Government, rather than the contractor, to
purchase the subsystems and components of a weapon 8) stern ,
and has not placec . - suflicienz inphasis on the cost savings and
other benefits available to the Government tinder this method
of ;procur-nient .

Because of the complexity of weapon systems, no one con -
tractor is capable of manufacturing all of the various items o f
equipment, subsystems, and components which comprise the
system. Although a specific contractor may be responsible fo r
delivery of the weapon system, the ultimate product delivere d
represents the combined efforts of many manufacturers in many
segnients of industry . In negotiating contracts. for production
of;systenis it is therefore necessary to deters;fine, with rc,r.pec t
to the items not in anufac t tired by the contractor, which sub -
systems should lie pure€lased by the contractor and w1lich
should be purchased by the Governinent and furni,lied to the
contractor .

Purchasing of such items by contractors results in th e
pyramiding of profits or fees by contractors and intermediate -
tier subcontractors on the cost of the items . On the other hand,
purchasing b) the Government . where feasible, reduces th e
profits or fees which otherwise €would be negotiated with the
contractor, requires the use' of formal advertising procedure s
designed to obtain full and free competition (unless specificall y
excepted by law), and provides an opportunity to consolidat e
regt ircinents and take advantage of the lower prices that ma y
be avaivable b-.- purchasing larger quantities to meet the needs
o , tite military departments .

Our review disclosed a munber of instances where lliglrer
costs have been incurred by the Government because tl= e
military depa .'tnienis peru.iit,ted iti°capon s4 stern conic actor t o
ptu:ehase equipm nt. subsystems, components, and accessorie s
under circumstances where it was feasible, in our opinion, an d
<<oUld have been inore economical for the Coovermiient to
PIHVlia~3e the; items directly from €-tic= manufacturer ., and f-m-nish

thiin to the c-omraetor-s . Our repori~ oil these resie c t~~- fare
t ,

li .xtccl <iiit i
s

lc ;ci il) cl in j€if

	

1":l encii

	

to this r€ Dort .
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A major factor contributing to this situation has been the -
fact that be eparti-awit of defense has Clot provided a defin-
itive policy and established adequate criteria for determining
under what circun stances subsystems and components o f
Nveapon systems should be purchased by the (overnlnent and
furnished to coutrac-tors . In the absence of such a policy and -
criteria, each of -the military departments bas developed its own
procedures N bich vary Acidel, iti concept and in the degree of
g>iidatrce they provide. The positions taken by the militar y
departments range from tie c-oucept, of the -fir f%oreq that
subsyshnns and componews should he Goverument-furnishe d
to the maximum practicable extcnt, to the concept of the NavQ
I3ttreau of Ships, that the furnishing of srtch itenis by this
Government- ,.,could be "reduced to an absolute mitrinnliu . "

The 1.3epartment of Defense is in the process of clarifying it s
policy on this matter . As of :tune 30 1.965, the Dehar(men t
had tinder development ne,c policy guidance )clrich it proposed
to include ill tue = .rmed Services l rocuremew Regulation.

Potential -ari-rigs Pirougfit Use of Gerieral Service s
Admi-rristration mj)j)1 Sources bY Contractors

Our reviews of the procuremeut of office furniture and oper-
ating supplies by selected cotrtractor ;s disclosed that suhsI all fia t
savin~,~rs call he achieved in Goverumeut cotrtract cost ;, through
use of Genoral Services Adimrustration (GSA" C;upply sources .
N e found that the contractors is-ere purchasing these: it-eats fro m
commercial sources at prices higher than th- prices of identica l
or rburparalrl€ items available to auisros i-'ed Govenment user s
through GSA supply sources . Inasmuch as substantialiv all o f
the work of these e.ontrartors was being performed for th e
Govermmienn gene ally undel' e'Ost ,r'eilrrllnrwfrneirt atti~)e (1011 -

tracts. the higlmer costs Awre borne b*- ill( , Goverlunent. .
The Geueral Services Administratimi agreed idth our emi-

clusinns awl informe€l in that the Ve _feral Procurement 1a€=<;un
la t tons m u dd be re v ked to pertu i z Governmc-nt contractors ,
mider the Areum :gm uct `s li c;ta:,ed ill our reports_ to Ilse GS
wpply y>iu'€ms. Ac ri°e•-s.111mended to the Mpartinent o f
Dt 1en .-t4 1i :1t flip 33t i;'s€1'irrwrlt (15 11i n"t e`c)Fp°I1r . dial the Arrrli' t,i
Service ; l'€' Ft'{'re'tl m t'L gulabru ` h S ;l l be n wked W f 3awmi Luce



Ron

with the action to he takwi by the General Services Admi n
istration. We believe our recommendation has merit and
should be reconsidered by the Department of Defense . We €li€1
nat' recornmentl that GSA su.l iply sources he used etcl iAvely ,
bia rather that these supply- sources be used as another pro-
curenienL source N; hen the Use of MICh SOUrCes ANo€ild result il l
lower costs to the Government

	

i

Potential ;Sarin"s h- Soliciting, Competitive l"rides r '
t)ur reliorts .. listed and described in ,he appendix, includ e

No histaticcs " ue the prices negotiated wit .b nit competition
m-ere lii rher than tiie.s %Noel€i have been had coinpebbve prices

	

,
~Been soli€ ANI from other avaddde sources of sulgily. Ill one

	

'
case the Arnis mould have saved about $111 million in the
Iwoc-uren ent of 11_ton trucks had it sought competition . from
other• trucl manufacturers. In the oth•r ca g e the .-sir Mee
cmdd have saved abort i67.0 1O in the pr€icureme-nt_ of batteries
had ►t. smmht a quotation from €noil-ter supplier who bad lire -
Musts "Aished the swine type ofbattery at a lomer price .

t
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CHAPTER SIX

Department o Defense--Other Activities

l'n the two preceding chapters we discussed our audit cork
in the areas of supply managente!it an(] the negotiation an d
administration of contracts . This chapter deals with our audit
work in the more general areas of Department of Defens e
activities . During the fiscal year 1965 we sub-mined to th e
Congress 83 reports on our reviews of selected aspects of activ-
itics other than those relating to supply uaanagement and
contract matter . These reports, except those, containing clan -
sifted information, are listed and described on pages 2-14 throug h
2154 in the appendix to this report . The types of findings dis-
closed in the listed reports are discussed below .

COSTS INCURRED IN DEVELOPMENT AND PROCUREMENT O F
CERTAIN NEW EQUIPMEN T

Our reviews of development : and procurement of a limite d
number of items of new equipment disclosed -,~ eakiies ,es in th e
managenien-t of the programs which gave rise, to unnecessar y
costs. Our reports on these reviews, listed and described i n
the appendix . present: instances where mmecessary costs wer e
incurred because (I) production quantities of equipment wer e
ordered before there was reasonable assurance that problems
and deficiencies revealed in -the developmental stage could b e
st h ed (ground speed and distance indicators, $200,000 ; portable
radar set z, 52.2 milliou) ; (2) prompt action -wa not taken to
curtail or cancel programs when it becanic kilo l—.1 that. -til e
equip-mcut mould not have the performance characteristic s
required for its ail'tetuled purpose (t•ockct. pact s, *-i, milliota ;
B()l ;tl flropellant facility, $825,000)? (3' € umis i'llctiou of tit? bf

Warsttes Was aCCelerated, at additional cost, to mem ready-for ..
. t°a €lates tha g Nve--c 111 ztdvali€`e o tliv d a,e IAtitan(=€1 1)v lte
Chief of
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illlei'itli ilelii {lnt•ill 'L" the tlanS.ili€}tl fr(All UaSolilte engillt`s to

itltiltihi p! i z ngines (SSA nAlion) .
`iW lu}Mon of the INTaniul lit of Defense_- oil the hi sling,
c riTorad has heron that its j)rocedures foraelininistration an d

ct,iltty cif deelopuent anti proennineut llrogranls are gen-
erallN sound. The lkli u•tnwat expressed its belief Hiat su(4 1
un itcc,isar costs as inny have been incl.t•t•ecl in the Astairve s
i e-citedzare atirihiitable to decisions which involved caleiilated
ribs and drat A reaching: the deci ::ioti tli{ anilit Iry d} har t
;inentb exercised lea,,onahle judgineat based on the eiximt-
stances existing it the tbuio . N e beliove., however, that €)Iii'

rep6rtr W& that floc deeishms € id not reflect a llrndent evalua a
ton of all existing eirctnnswnces .

1 A[ TENA C10 REPAIR . AND OVERH 1t 1, OF 1s'QUIPiiE-VY

During the 6=1 yeas- 1965 me z;tFhAtted 10 reports tni ou r

Selective.'rcviews of inainteliallc;_' . repair . and overhaul of, iuili °

tat` e£lEli uncut . live ( 1-1he. reports a re CIEl~~I~if:Cl ,"rel - or
`''coidi€tential ." The ultcl_a si,ied reports are li.=t e ~l all.f_I vle-
c•ihed il) the appendix and further di~c~uS~ell below .

Since February 1961 1V U have submit teal to the i ,ollgi t ss a
Iunnber~ o repow on our emiHiltiii"l f•>' I c dv" < of inatntenane e
of eg"it}"rent anti geed to various high 1_0orite ( quuMal inks
of the Ai°?l v at o ersea loco inin and ir ; tW e0it1il nual Med
Sta g 's . orb, t`t im:s wo -ered vytipitient essential to perforin-
aaee of the nli- :-ion g of the emnba[ unit q iii : olved and included
>itch itenis ag c`olnhat vehicles l tcolia ,_ self-propelled !'`itii ,

persoTlliel i-_sr1ers) . c(unbat- uppori x-t llit
I
'ies_ €'toIllinullicatio n

and electronic ttln4m'iii . aimrak . on"! air Adhise etluInleni .
We fa uud inbtancvx At1;ire the f't=loitllnent "SA l"q being

lwnpcily-Itttimiainef_l an€1 vsAe?tisal eclnilinient ,+ti .q unsvrviee v
(5 i lle. In smne of these i3E e..tEliuTA it. had Wen rut,o?ni'le€l cha tt
the efluilrut`nt - Beaus in neN1 of repair aund niainuit anew but th e
nec {ark - 1#=k ma :g riot ( .icrAit-1nzY oil a tinter` tisi-Q. As a

	

-

ccinseiluence_ large b Icl..l€I!-,_+ o : ork had accui it kmcd and a

hig-h percentage of the c`€llailMu nt MM-

	

if t ab!e . hl other

-

	

h"i atif'i'_ th. . . nt"M Pi

	

rel a i) aiiA iii! __itei) oic ` him! iini
rt'E ;45guif,ed anti 1.0 ii . i. - ;•kart` mot-1i livid list h 't' :i :zi li . t iileel M
he (ter - A ;iiii_f"-_1•
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MMN i1'i011

	

efinilt-

i 1:. .



itle•i)t eli~,t .o ;rr€1 also 11-t the combat W is co Tshh-red etinipuivn i
1e1 1_,e• it) =em icexildp etmid-Ilion when in fact it haul nu2„en iv;
i,e it frts; . i lie e l tliy Teal iii pec#toi s mete iiladt- b t< iiiiicall IN
qu tlihed Army ho;pectors under our Observation .

ho Ite Abon of the A£ln in r"potme to €m .•;1mos ovi these
revielss luis °fellerally been (1)- ai:.reVIu('Tt( lba t (ItV 0 lli,ttlaeil t
we reviewed had riot beeii maintained as Nrell ik ~?iotil fiax v
bxm ('')diagreeiiieiit that the tleftwo hi the eelCiij)ilwnt had
[lie serious adverse effect, N Bich we in-timird, oil Im . Zevrvice -

[t13ihtS eti the eeliiil1l wul mitt the muhat readii vs of the units :
aN a ;!Flip' Wt actTmis o the Ann". alremly taken € r
planne'ei . would improve IYTa inagetne-'.?it

	

ti. control of tiiain .
te'iTailGe ;lieratfi?ii° and comm Ill y ' defici€'tic'ie'v %Nr reported ,

We do not believe we (Ian e oc e rstaNd the tliainteiianee Imi l -
lent c€3illi ` ontiiiir the Armi .

	

Our c<<ilil.aiion" ,, of Hii' 11iiS ie'a l

conditiiiii cif` lice equipment Av

	

made- %%ith lite tecliiiic>_i l

assistance o qualified . Any Itc`r<oune'l .

	

Nor 41e; we e iiit'iir it )

144 knTI

	

belief that its corrective ae t .elri .y talit'ie thus Air wil l
so1S' e die itiai3 ienailce Problem .

	

li± ,)ire-'. tlic-it ', i,ction. .. our

hudlIig,s At recent folk"Tilt reviews of if", _knits s Tilaiiitm :itice `
Of equipment disclosi'd

	

hrtatlt'ilIIS thi' -nir condition ?1F '

had reported Ai 1,962 .
Our I °13o1`tS TihIITittcfl to tl2e .43[tg e, ; it'

	

l e ar 190.5 oi l
ImI°'. s of inaintenance' ofd e€lint?inert a I`s -'•wd to

	

i i {M a t
overyva. locaLi€iTis and ili the civi iaeiltal UF:itee' Stitt€ tire -

d findings o inn equate iii iiiitele .:liie' invol ving, comba ti
in ce;:ilillamppon 'teltiel( --?_ airera i x Ctiiti

	

and
c=lecte €?(tie e quiiiinent .

ASPECTS OF i tel:I .-_S'rIO OF eiliri'IR AND CIz.it AN :ei .' II'e)SVEH

There are I .xtt'el and €I€'.5e3`Tl t ' t' iii tilt' <ij :ll?T tlt4 -ik ie'Iti> i ' t`= oi i
our re'a'kws o several aspects o ietaliiiol er ieti`ilath"I b) W e
lliil

	

r 1
ita-rS

	

{I€`~un - ii Tonto

	

Ili+'>e L`t`- >irrl

	

[?t'± `c'ett

	

ttise {ilce`.

	

€) 1
r

	

:
~e'iit

	

,,

	

Hi ti natul i7i3t'e't3Tiotnical my 4 leii .itarY mid ei% Hitin

~)er54 ;TiIif`l ,
1\Tel' I't'-ait-t'i to ndiit.ar

	

l+t-'i°^ s is?ile'I_ m, K?ii -$TtI iS 1°?ie .̂ilil Bray—
tares in ilie ; d6tinktration of Reich Im u - = r setts =i =- - the . a% al
lKerve

	

t irllim° 1' i arn, 15, phy -t"d eiiu° , ev,it :lillait nin of



prospicfive recruits for the -Bridled Forces, and the Reserv e
Incers"I'raining Corps (ROTC) Program .

Sig-, ikant' portions of the 40 iilillimi spent amorally on the
Naval Reserve Surface Program to provide trained D-day auger
mc,atat.ion forces available for immediate assignment to the
active.>fleet were being wasted and the immediate readiness o f
the :forces was questionable. The forces -v ere coinprised prin-
cipally of raw recruits, high school students suhject to possible
deferral, and oiliers cl-lio had not had an-,- active-duty experi .

ence. The Department- of Defense staled that it would tak e
action to raise the quality and readiness of the Naval -Reserve .

About $1 .5) million of unnecessary costs were being incurred

ammally because of inadequate proceintres for e-,amination o f
prospective recruit s . In 1963. for example, 3,250 enlisted inen
r4-tre separated frumn the services, sh:-)rtly after entering activ e
duty. because of phi ,,ic :_1 defect ; which should have preclude d
their acceptance for service . The Department of Defense ad -
vised us that it would review and, rcvi e it regulation ; relating
to physieal examinations .

We found also that the cost of maintaining ReAerve (Acers ,

`Niming,- Corps (fdt3rl C-) unit,, at certain schools was out o f
proportion to -tfie number of officers produced . The Depart-
vnenL of I.3efeime agreed . sin,[ undertook studies leading t o
di establislimelit of unproductive RLOTi_ : €dints _

W ith r=

	

to civilian personnel, j e fo€lilt[ i11estai1 es of over -
staffing at the `army Finance (,enter (`X

M
personnel ,53

	

`htA Millionz- 1
aiifiilat cost:) lick! at the '_naval Ammunition Depot . .-1awthorne.
Nev . (55 persojmel . $311000 annual cost) . The Arun- an d-
Navv liter advised us that the per-;on del at tlwt is location ; had
Been r< .hwed_ bv 350 and 47, "Imclivey,

We Kii,ct also, at Navy i . mrdlathn on -__ €la€€L tl€< .t at h=all
116 of the civilian position : filled by ei,pl(isee, recruited from
the t_ lilted : tan, could have Wen fills=d Q i nmuai€dam Ha d
tfii' lie€'ri dmie, cost saving of €lma MUM annnaHy mould
have Own rc`silArd in salaries and wage.-;, halide lelwe.. and trave l
bc'taceeii Guaira a"d the Whi'd teat_" The a v advi :'ed :[:

that a ;_i grant "oubi be developed to give 1?rcaiCr i-<msiti rath m

to ilfliu c`iv'il-, u tlUMms " di t=lramanimi l' ;' minel .

-

		

In our 3`oport 6)r lis'-al ear 1961 .. -kNe t{i : ew} :led mu . i it d ill!-,

ihai certain t€ ;.lf3had - vr't i( , 4iyded Q [tit ' t,l`ftili(t i ` i:', .z

	

i, m -

'76



ics En-inceritlg Installation 1geilev, Fuchu -fir Force Ba°(
Japan, ere bcin! Performed l)t ' contractor-f iintished personne l
at higher cost than if the services were perforated by GOVeril-
nent personnel . W`e estimated that the additional cost to h e
Government was about $230,000 in fiscal Year 1963) for t~t a.
approximately 100 contractor-furnislied personnel . Ili re sp011~< e

to our findings . the Air Force advised us that a reduction o f
more than 100 contract technical servic es spaces lvotild he mad e
during_ fiscal vear 1.965 in the Pacific re;ion, Gromid a?lectronic s

Engineering Installation ~~ {Y eIln .
The contractual arralwentent in this instance apnea€v t o

have established an employer-employee relationzhip heiNkeen

the Government an dl the cocitr<lc~tc :rafurni It=, d l pr: :oimel iri v o .
lotion of the pro i5i€3ns of the Civil Service. Act alid/or di . ,
Classification Act of 1949 . nastinich. as the. Serb-ic+ =
Colnlaisslon is responsible for adnlnilstration (If these acts . W e
asked for their views. In February 19Cl57 . the Cavil ~cr'°t ie €
€I .oII missi€n adviseil us that, hi its opinioll, :Ruch co oraet, ~kere
A form of personnel procureillent which is not authorized hs-
law. The C€lmmisssion stared further that It I's 'Sa,10-S-11 6 , 11 111f.

Department. of Defense is taking; proliip-1 .st a l~ to correct th e
employment 1wactices and to prevent similar prat t €yes ill th e
future, and that it wotil€l manitaink a clone hahon N .it h

flit

	

epartnient: to observe the Depa:rtitlent- progress .
in my 1965, the Assistant ` eere.tary of Defensw (, l mpov er g

stated 'that ll)> the eDd of fiscal bear 1966 ah€,alt 8300 contrac t
technical service employe" Neill have been replaced by Cy overn-
tnent personnel----7 .100 civilian and 800 luilitary .

TRANSPORTATION oERVICE- S

There are listetf. and described in the appendix, ^w en report s
i :-p ane€l during the I'vical year 196.5) € n our finditigs In review s

of tz'aiisport ati«n matters . The reports, show that additimia l
€ osts N v ere incurred because of cerlain anecoln,rlli al practices ,

lil the area of :air tratlsportatioll,_ we found that several millimi
dollar- of additional cosis I -Near were Inctirred lheeau e th e
Illitltary elepar "talent :; tised col oli 'rei=n tlli' pla stinger Service . ?e> r
trap--vortatloll fro n poillu; III l "111,0P, and tll Far € ..sit (t) t1w



i., itit ; cE States, tsticlE:r circntit9t 7iic cg j, Ei r t 4tac: Ei trailEtort<tt4)7 I
cvitf€E have Iie it }Irovi€'€<E on soli :y€Ettle{} Ili{it of de tIiEitar t
Air `.E`rzinsport Service JUNE 'Hik rs' ; ;7i} yd fr( tti b181E€Ttme
C(t€)ii1ination atuollg trait=llt3rlatimi officials it relating trans -

portation requirement ..; with `pace mailable on, 1LV -3 flight, .
NO reNnninencled tlt ti the S€+ Tctar, of Defense p-ov i€Ee a
cenna}ize€I control over inharj pa .i ,,engvr air traii-liortatioli t o

E- ,
assure a(loghate coor€ inatiom The 1,1cpart-illent. of lD fe n7 + e

coilenrred and later <l vived us that N}A'E S was gkvn tti c
r€`nl)imislliility of establishing and (3l}i rming a lAngle WI M
R€servatiotl Agency.

]it the area of 9€'a trauslNirtalkni, we fit; rml that addhictna l
c•o'i,tti o about $,1 .2 million a ~ €'ar E'r ery in s ' ` €'!.E 1bi't'.au!4v o f
duplication of transportation services i) -v the Parianint Cana l
Coni}.itiits :lttcl tli€' N :6.tlitiii ' v Sea

	

E i°<liti+t?iSi ' tat ioii Sf i' 's i€`t' . Ile
Panwria (Ina! Company rt'reell "ittl (mr tindiiigr

	

he IM
s}?cEitnwnt of ~3€'4bie .Plated. dial the x_ rni tt a Nav " - moult !

r
give the matter -fort ter situ?, .

	

av t€uml also ll1 a al"Mit A
million of additional transportation costs "cre inetirrc .l in
( ' (il, 'ti€ar \tars E960 to 19€ .'> to uv nl11 . hid or is atel-i im ssvd E €'Eii€'ie 9

after delivery froin o, er: eak 11 gse L I S IS c '(mdd have live n
avuldcct had the indbar

	

4€ artnieltts iniul'- 1)nq)v seleetion
o €Ec`tinati€ n por t ;* and had the v di3'ltu,"r i front
€. vvr: ea Porls to d _ tiriation I)oAs . Ov ii€ac}e a ntimhpr of
4rugg stkni s .. ;vilh "Tic h M b loonlestt of t :le t•ei" a'_`rt_'etl, fo r
t-4r ligittt`iting, Ctt7itrt is to iW3 ei tt'tw<. ary ti ,'"ftQ):tic nw.

daliti `nal~'ral `portation co, c N%o-€` iitt:'[jrred at5o in rt'ttn`il-
ing; €'[1iElii iiiltitart € .irso tonwiti€TR hom t` .ttrone am! in Iwo -
i'eeting, tE4it??tieilts inat€'ri1'l, 'd)-itii AM millbort
(.oli t il tun - Wit saved in IQ63 had IN - , . :tily muit-di G .icr o 1writ

~

	

I111`ed for Ill — ulovelli[nt of 111' .'-73'-Ithold

	

1111 oils t ,tti € pv and
alumt :'r :}(Jt ; .ltt-M could have Kim

	

S ed du n.a a Kn ear 11wriot t

had We Kin, ti_t4i a Ws (".f cnsiS pr(t -c vi i% ai % we

	

ucht n-'s

the Xan am! The Air 1' ' , •1'.c' n,4e4-I and found acc, lit bib O r

shi}Tiile"I € f z t t : •-1111 d mat€' ial .

	

l tit` i sll .trtnw it or i fit !i :1- .
tl<- it, i .

	

l to o s77 1t'-'itit iIi't rn = Wing t ;fi n tt) a (dd tiiie,t'i'

	

: n
itt returj li'ig € argo t°i nlaiit4 i .

	

iiic• t_ nitt'tl

	

tat', - . and
d t

	

a"! -2rin.y atl.`i-•t•s a that it-, #•cgulaiion .`- Nit`rc- heiii' re-%i,€d it ,

I)7n Isla' for	 ! .•'(Wit o
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rompatilde Nsith 11w. security classification of the material bein g
transported .

'W c found that certain -practices of commercial carriers als o
coiMimi ed to higher transportation costs About :55 million
a year in excess charges on :shipments of household goods were
being pail because the charges were based on erroneous weights
and, the military departments slid not maintain adequate contro l
over the. N~eighuig practices of tine carriers . `Fhe Depart-went
of Defezise agreed with our findings and proposals f€>r corrective
action .

In addition, as ,cart of our centralized review of tranq)orta-
tion- payment documents, we identified numerous individua l
cases Ii?volving the procureim21t of transportation services a t
exce ss costs to 'lie C,overnment, These traffic management
error` . which resulted fi•oni the selection of imceon€ finical routes ,
diodes, or services, were brought to the attention of responsibl e
transportation officials of the Department of Defense for
necessary corrective action .

ACQUISITION AND USE of A =?T€m uric DDT-i Pi1Oc LS->! - G
EQUWMENT

Our overall fir?idings, eonetusion5 and reteyinih :-i daiions C,f i

reviews of automatic data processing systems in Fede=ral aj,eil -
r

ties are discussed in Chapter phre e' . -A} `listance to the _ eigeii -
-

eies ;" beginning on 1mge i51 The he following disen .~,olo I relat e_ 4

to our -,elective audit work in the Depal t I :ent of -t 3efetn>.~~ .
.the Department of Defense is the la- rest ls .sc! of` a€iia3l<L€ic

data processhig equipment in the Federal Go%niiini p it . Our
efforts during the fiscal year in this area were dircml 1wi-
imully tort>ard reviews of the Met on cmms to the Go ern€li o f

of the practice of leasilty_ rattier than tillrcha'i11 ;g ;,.hell efluill -

ment. These reviews inchtdcei €±ntramr-Ieased e[pnpmen t
in plants or offices of seleewl debmise c.c;ntractors eligaps l

solely or predominantly in work for Ihc> Govermium mute r
negotiated contracts . VA found 1hal To most inslauces th e
araclice of leasing, rather than Inn-chasing. resulted in additiona l

coyis to the Gov thin mil . The reports on our reviews, liste d

and described in the appendix, Ei re disc€€',tied helow .

9



During the year, Nve submitted t-f reports on our reviews,
conducted at plants and offices of selected contractors which
were leasing automatic data processing equipment primari! y
for use in performance of Government contracts, of the costs
to lease as compared Nvith costs to purchase such equipment .

The reports presented our findings that leasing by these con -
tractors resulted in greater costs to the Government, in th e
form of reimbursable costs and as elements of contract prices ,
than would have been incurred if the Government had purchased

the equipment and furnished it to the contractors for use o n
Government word, . We estimated that, with respect to th e

leased equipment installed in the plants and offices of these
contractors at the time of our review, the costs being incurre d
by the Government would exceed purchase costs by about $42
Million over a 5-year period . Furthermore, the Governmen t
would not own the equipment at the end of that period an d
would continue to bear rental costs for further use .

In our reports on these reviews Nve recommended that the
:secretary of Defensc consider either purchasing the leased equip -
ment we, identified or limiting the amounts the contractors ar e

permitted to charge to GoN ernment contra. is to an appropriat e
allocation of the cost of ownership. The Department of De-
fense, while agreein, Nvith the basic concept that automalie .
data processing equipment should be acquired and used in th e
most cconom ;.-al manner, expressed its intention to avoid rur a
nishing such equipment to contractors unless the equipment i s
already o%vned and in an excess status . We Nvere further all -
Vised that the Department. of Defense is considering a re", ision
of the 'armed Services Procurement Regulation that will, unde r
certain conditions, limit reinibursentent of lease costs to the
equivalent of comractor ownership costs.

As to leased equipni g ut. installed at military installations . Nve
found that the Navv's leasing rather than purchasing of th e
equipment installed at the -Naval Shipyard, Vallejo, Calif . ,
resUlzed in additional co ;;t of about 1.5 million in the period
March 1958 through June 1965 . Consideration .eas g iven to
purchase of the € quipment in 1 €1-M and in 1 €603 Ira€t no iv-1'3a j

Nvas taken be aus of lack of 'hinds .
As to ttsc of equipment i ~stalle41 at, =€ailitarN iaastallatioaa , ~, e

80



found dial (1) the -N!ayal Shipyard, Philadelphia, Pa ., used it s
€1g1tiplllout to process certain supply data without having pro-
vided the programing necessary for effective, use and additiona l
costs r", tjlted rather than the anticipated cost sayings ; and (2)
the Army's depots were incurring unnecessary costs in proc-
essing daily reports which were not needed on a daily basis .

o t l ter findings disclosed in our reviews included (1) sale an d
leaseback of e€luipment by a contractor which could result i n
the Government: inciyrring excess costs of about $36,000 unles s
the administrative agency monitors the charges to Government
contracts to fissure that they do not exceed the amounts tha t
ti%'ould have been allowable had the contractor retained title to
the equipment; (2) evidence, based on comparison of use tim e
of equipment for comparable operations as recorded manuall y
and as recorded in later periods after meters were installed, tha t
the manual records in some instances overstated the actual time

and caused excessive rentals to be paid ; and (3) savings could
be realized by the Government if certain types of electrica l
accountino machines leased by contractors under the standar d
commercial agreements were leased at the lower rental rates
available under the General Services administration agreements .

The

ADMINISTRATION Or MILI''_'>RI PAY AND ALLOWANCE S

€lhe accounts of military disbursing officers are exanii-ned o n
a continuing basis by our audit; staffs at the :four military fi-
nance renters located at Indianapolis (vrmy), Clevelan d
(Navy), Denver (Air Force), and Washin gton, D.C. QIVIarin e
Corps) . hx atIdit.ion, at selected military installations, we mak e
€ DSite reyiCN s of the management controls and of the. procedures
and practices followed in mainta -Ming the records and preparing
the documents k,hich support [lie ;accounts of the disbursin g
officers . The scope of our examinations include~, a review o f
the internal audits made by the military departmenis at the
installations and at the finance centers, and consideration o f
the funlin-s disclosed in internal audit reports . Erroneous or
.illegal pavinents of military pay ano allowances and our silg-
,,esiions for corrective m swires to preclude rectirretwe ar e
continnally"la€itr e reported to and di=•c€used Nvith the military



departnient~; . ilo"vven overpavinent5 conliiille in ;~i ,rlilflean t

anoints dupite the attempt" at corrective efforts hE the "id-

itary depart:mc►It s .
During the fiscal year 1965 ~.tie n?inittt_il 22 upons on oin:

Illlt7tngs of ivea3c i r ss(s in the adinili►stratlon cif military =ta t
and allovianee& t t fled' rcfort= F hgte(I and ttt 'el`d"l nii pays 2 t' )
through 52 in the appendix to this rt1mrt, i'(3`+s'1' =udi ."Ins a ',
CpiarLers allon a nees, travel and k?4l,', r"in ailo" alit` -Y . anti a'Niera l
adD ini : tration .
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1~lliliuir~ti°atic~ll ill die matter of hole .,ilia; all(] stated that a

re,,ult of ef!<,l't , of the General 1ceolli Ling Of iec, the Federal ,
l l ot4hi 'o d m inisna 6on and the DMa I m"it of hefense hav e
(•unil ;iete(l- ai procedure Mliell will Drake FI1-i l ronerties al ai l
11)1(, ou it li 'll .!-term- lease basis. The- Senate Coniinittee oi l
~iilar(Iln~iattr~~n . also expressed gradhealion with the. inipro ed

reia i

Travel bite allowed persoiniel Ndho iraleled in jwk atel ~

o " QNI vehicles was greater titan ac ein are- . As at cone r?ucn uT.

1W&da vs were charged as -travel Nshich more reami)ably sit(_(ald

We be€gin charged as lulvo We (sliniated that thin Bract&(!

resl(11oc1 in t"in ccssairh costs of a6mt 816 million allnnally--fo r

Iravd of inditary a e uilti- el on 1w rulanent eliallge of station

	

-

Q 1. indllion) And for irai°el of ~nlilitaI aid cWhan liersnine l
On - teuiporary dut!- Ssi ,!)Illltenfs (42 nidhon % NX (` reeoin -
h1undoL acid 111e 11c1artlnceit, of Defeilsv and the HIflreall o f
the tlI!dgei gree(L that the ~'ow trilvik e hvx ('1 lime Or mil e l
by liri ratelti- ~itwned v hic1w Iw realnceil t i it snore realistic +
basis .

We hnind aim) that the tenillorar~ lodgitig, adol%anees paid t o
snit-itary lre, :amniel in Hauaii .titre greatcr than the actual
Above- nor! ll ' il c~ . >eii~<s ineaarred b tllein aid that file Nav y
paid tilin(c< :art- per die-in to personnel on telllporar4- dut y
assigrninenta who could have been ftirnishi d cIllariers and

niesslug facilities at a nearby Naval air station .

General Administration

`l' ie niunber, variel , aid eon phAity 4 (= aUlenu ate pro -
41MI by legislation niake ie adiiiii4mrathn of utilitary paw

and allowmics a clifiic;nit task, =daily problettis are generated

bi the int,erllretakil> of laws aml llrmnulgation of rvgt lmW,-
aid. insiri [Mons to inlllllounit the labs, VI believe Him th e
adlniuisiration of 3ti Nary pay and a lllciw<an(_e,s mill noL he im -
liY€wN! s,ignificand; lentil the llrv4ellt eonlllleo law?i are oiiopl-

fol . tidal is La 89-131 allllrciYM -s oguR 2L 1961 % hic h
bin-eased the basic pa for nieinbers of th_€' unifornial .°ery icvs ,

f
provides_ alsG ih_at tarp 1'r(=alcl.ent shall threet a -otnploty rel°icu -

{,



Of the prM.ciples and concepts of the compensation system fo r
Ille1111jcrs of the onifornied services and that upon completion of
s«eh rci.aew Iw shall submit a report to the Congrctis together
milli any recommendations proposing changes in the : tatutory
s ;alary S stem and any either elements of the compen8at .ioa l
: ;trncture a

(,tar reports listed and described in the appendix, -show - in-
.;t«ucs , s of such things as (1) erroneous credits for military leave
carne€l and charges for leave taken ; (2) failure to make appro a
pjrt . e deductions from military pay for allotment payment :
aw orized b service members or for filer and forfeitures o f
pay iniposed by court-martial sentences (3) illegal payments o f
hazardous-duty submarine paN. to personnel -who were not cre w
members and seldom performed duaty on hoard sidmiarit~es ; kind

0) other deficiencies of a general nature .

ADMINISTRATION OF COMAI TNICATIO_N SER"fCl's 5

AN T e sulbi it:ted two report.: on our reviews of selected comma.
Vacation s stems . `I'liese reports are, listed and described i n
the appeiidix-

`1'he Arl.Iy and the Air Force expended about $411,000 ia l
calendar year .1962 for rental of u.-ineeu?e€1 circa-tit ; and equip.
inent because of inadequate control over planning and filling o f
requirement for conimunic.ation service& The Department
o r Defense later advised ns that certain of the circuits w e
questioned had been canceled .

fn another instance, t.hc. Army, in negotiatin gIn _a revision i n
the revenue-sharing Fat n-o- meat, for facilities jointly operate d

the Gox-ernment-owned Alw.:;ka Communication SS'Stem t, i
coinniand responsialiility of the Arm y ) and a public altilitv t

failed to in- ovide for the, retroactive Eunptication of the revised
arrancrejiuent, As a result, the Govei-nnic nt lost at least 415 -
000 of revenue for the period atan<try N 'i tc, him, 1961 . The
ptirg ose of 'the t " Va :i€,l2 was to re(t n live the ( 'o, eraanient 's en =
.;Item€' t) a jrreater ;dare of t'€' Pline .alto antm)" atic dialinly
ectiliptnon -a l d a,cd ell €rllf'i'<1tiL:ll in ii l ,t} :l . The l st ill ation
of the eflttil3ti enu in [` 1-M a`t'tllic'ecl (-),;Ls of lute t1€ ill .a° aaiaiat5' lt','

Clind lat ::

	

€ ]Ftatu al il l w-cotiIlwettmi =?l)(z .iioai

	

It '?#'laltle on
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Melilrone caW to or front Alaska . In co>uineiiGng can our fini s
Ags and ct3n~lii ltoth the l̀i'my and the puhlie_ut-ilin took
the J ~o itioil that the agreement was an equitable one when
vbm pd in 1hv light ofall the elcinmscmidthwed in the nego-
tiation , ; . V~ e did not -agree mAh the .posi ion TO we had not
tall cii iirtii acctmm all the pertinent. factor ,-, Accordingly, we
rt~etnii.~nelti(i ~l that th e Secreun—y of Defense take action t o
Ofcct recovery .

=lDIRA STRATION OF MILI'i`tRY ('o'NSTat . ('"I'ION

In ii sical year 1961, ib- e, submitted to the. Co n zttp - e 'is it report €)i i

otu- review of the progrmning <in([ financing of selected faedities
construcl,ed at army, Navy. <.in(! Air Force installal ica " We
had, 1'ound that tnore than 850 milho it of cctlig tru(aioti an d
conarncticiint)lie mark was thine by the milimy del)artnient s
in the fiRntl years 1951, 1958, kind P59 out .~,ide the inilitarx-
Construction program and mars hurnwed iddi other than Iuititary
constructbn Quis . As a ri%ult, the Gingmss was not ini.ol•med
of, ;and did not. 1m ve, an opporumby t o review and specificall y
ap1move all the constniction, as cone-nl laced in the tuititar y
construction autt'Iorization processes emahlished bV the Ungren,

rto-controt and limit the '.tent of m4itary constniethin .
In response to our report on. these finlii gm the 5partinen t

of DeQnse issued a directive in January J-961 m-hic h established
basic policies for improving financi al iiianagreiiient in the area
of apliropriations for niftMi

	

<£Ii .triCt3€n. 1"he ciIPCCtIv C

provided, among other thins, definitions of such lerins as

cons true tion, maintenance, repair, alteration, and replacemen t
nfor the guidance of the military €lelirii•nneiits in distinguishin g

lielm'een the 1)I'l?lt.€.',ts which require military t'.€ nstrii€ ti€in fund s
.And the projects which require operation and maintenanc e
fiords, `t,t ie Congress, in enacting the I iepartncn t of f )ef€ lis€,
appropriation Act, 1962, tilaccd a linlimbin on the av<iilihihh-
of operation and maintenance funds for acquisition of nes
faeahN& cn- art eralthn, expansion,- extcn kin or add€fimi of
existuig faciMies, a defined in the January 1961 directi' ta f

- the Df'par— new. of -t-=ffa_'-iiw% Simi ur [3ni&W was made i n
the Pepartnent of 11i nme pliit) riaition t vis for iii't`tWinn,

years .

a KAV "- &S,



In ,[nlc 1961 .. a+o ,u1nuitted to the (ongres : a retort oil ou r
followup recit•E~ of (lie progr n.in _and financing of construction
ill IN _Air W ,ce . N~e fowid that, despite the Department of
I i , fs nsc rlin ,cf k c of Jan"arY 1961, and the enactment of
lt,g4=1,itir~n to control use of ands for construction projects, th e
Air Force had eonsiructed or extensively altered real propert y

f a• i l i t ies w i l hotit authorization from the Congress. Som e
eyansples follow.

W one installa hm4 golf andriding facilities w°ereconstrneted at
a cost of $286,000, without disclosure to the Congress, by using
a portion of [lie' funds O ich had 1-wen authorized for an airfiel d
run "a, At anotlier installation, a facility- was constructed, a t
a cost of $195,000 Nvbieh did not. include such basic items a s
phunbing, lighting, and WaNg in an apparent effort to keels
the _cost under 'i,200§00 and thus avoid the sw ltop- rolcire-
ment of obtaining congressional authorization . -At rive other
installations, projects were improperly classified as urgentl y
needed. This permit=ted. their construction without prior Coll-
gressional approval although it was apparent that. On- projects
so classified were not ttl•gent. I'he projects included buch thing s
as a parking lot for an olrcen-' s- innning pool and the conversio n
of-a lnulong for performing veterinary sera ice:y for sentry clog;
and pets of personnel at tho base .
Ile Mparnnent of Def ase a~rF=ed that dicre had beoi error s

A j udgment and ru7sinterpretation of regulation and informed
ns that [lie hasic direetives governing Inifitar eon. t-ructio n
Nvere being revised to unprove 7uanagonient of the in7hiar-,
Construction program .

M Mid aho that a Z)rtfad interpretation by tho Sr rciar s
of Dcfen,-5 - .ii (be work con ziti,tiug airfield 1=a<'einelil repair .i
not requiring _(ongressional ry it'd .', enai_iled the _fir I•ore,r ti )

ie)~~v lax- an airfield parking apron at a eost of :~h millio n
MAbout :sl7c .c•i r disclosure to On, Congres ;~ . The ywk per-
formed, .as i77ore in the monre of a ia~~ta7~ti~~ilh c•omplet o
lilmn-inicti ;tri Man it was a repair . I'li£` military departmen t
are rp(p himl to ju tiQ in Initiiarr tirnsinirtl£in programs Coo k
sunction iirtjngs (ot uT than O mm , inc`liditec) in the mino r
construe icni rail ;~or ) i't ; tii `~ as hide as ~?lt~ .t} O. ll(1~=,'f' tw ,
they can -emlmrh~ ou t }_tl rvpair 1wojc•eis cwingr niillitms o f
dollar Mow rii}eh 17ry to Ow I oig r rt3 ,, . Ve have generatl ,
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fonila tllat in cla~Sifying borderline projects, the decision bas
becii ina(i( ,

	

ral,-urize : tlil ni as rcij)airs, thereby avoiding Lli( ,
rc(pii n ,niciit for congressional -r e ,%i e- . kccordingmly . we recoi€i -
nicn(lr'd that t!ie Congress consider c:nactiigg legislation to pro-
W fur nnlgr(~clonal approval (if repair; projects coming fi t
Q_ A! r > ; ;?z Of a tilwrifiod amount.

DMINISTit_-'r 0IN of CIVII.IA°e PAY

The civilian pa rolls and related records of the militari °
age ivW and installations in the 50ed States ; including,
drink• and IIawait, are examined kit the site., by our tcgioua I

oflice .s . Iii offsite examination of overseab _Srrli3 , 'fir Force ,

and attache payrolls is made by oilr NV a "AIJingtoil regional office

and a shblar examination of overseas Navy 1)a_yndis is made 1)~ '

our staff at t.lie ? avv Mnance Center• in Cleveland . 'lNAe
examinations are made mi a seiective 1 Jsi . ht onr site e%anl-

idations, we also review procedures and internal c invo .1s as

part of our, evahiat-ion of file effectiveness of civilian payrol l

administration .
As a result of our selective exanninations, we eoittililled to

fiiid and report to installation officials many instances of mis-
ilit.ernretatioii acid iilisapplicatioli of laws and regulations Miiel t
gave rise t'1 erroneous pavinent:s and errojicolls credits an d

charges for leave . During -the year u e issued to a g- ency official s

at aliiropriate levels of nianaeiri€:Zit, 129 reports oil our° find-

ings and 'the corrective actions we recommended ivere eithe r

taken or promi . la The priocil}al deficiencies presented int

these report_, in)-olved erroncous salary rates, improper paid

juents for holidays and overtiiiie 11ork. improper processing of

scheduled :tell increases., and various inaccuracies i
n reports all(! leave records.

Our examinations iti prior years had ui.~cio4ed' that the inter-
11I€1 audit agelicic of the militare° departments were riot devotin g
sufficient audit ef-J"orr to payroll oluT p ions ill the belief. at pl)ar-

en y, that such andits could be curtail ,>d because of the audit-
ing work perforined by us. fiiasiniuT as we had found shnib r
Voliditions in other th= mrtlii€ nin acid agemdes trf the t_=os erii -

Ruent we issued. a cirwilar laUT In S€:ptembcr 1963, to tlic h"arl :



of all i Sqw Li'teats and other 101cral agencie, IMIFit1I19 out
in this area and requesting tlleni to revitnt -

tlwir° iiim•iral audit poceelures vvitli respect to civilian pay
lil[iti"n an to strengthen their prc>cc (lures wherever uvc'essary- .
In c %%er y later advised by the Mice of the Assistant Secretar y
of WWI, N',o €rijtroller that t11e i aernal audit : programs of

1 he Departineut- of Defense were 1win!ter rt<ipl?raiseJ to assure
a€lc€ uaie coverage in the civilian pay areas ail l in March 196 5
dint 011;r'e , ep or l.ecl` to US Oil the Status Of ihiS t ork . We
Relieve We the repor. tcel acti<F s taken or 11kIlue€1 by the inter °
Ilal alietif + :iganizatioi, s of ille 1°epartnierit ofl)efense represent
cI slgiliiieant degree of ni.provellient in. the internal an(li te

cooverage (if civHiam pay .

WHIER IiI%N'Iis`VS

1)urin th ye- :ir we submh tetl =six report ; on our rep ice. s in.
areas other than those elisc.tl ;ssed in the preceding vebolls Of

this re=t)ort. These reporis, which are listetl ailei e'eseribe(1 i n
the c1_ppenuix i-liner e'apti??li " 104 per revaells . presented ou r
findings drat (1) contra ry to the Fiiparhim-1.I1t of Defense policy{
allel the fiC2 Itie>rI of a ( .Uti ;rC• 1(:1lLiil ftJ321IIlltt€'€` UI3 re1Ca e Of
higli-value urban laic! which is iiot essential for Ilation.sl sectn'it y
purposes, the _Ardis- was retaining such land at Fort Delaussy,
Waikiki Eeacll . ill"ail ( ; .? acres iiortli ab .iit S65 iriillioii) kind
at 1'd?t`i; G(?r€i02I, G<1 . (,258 acres worth Lil)olit. : ;̀ 1 .9 ItlilllQll, 2
the I)eT3rtttifut of Dense Was olleratnig an expensive reere-
atioll facility i85il ;000 operating co-5s iIi 196:3) in Hawaii
Volcanoies N mortal flrh for inilitary per ~onnel g irl their elepend -
ellts witiclr was being a-,eel oid'% to a Witi 1. extent In abou t
8 perteenf,, of tho eligible personnel ; ( the :.fir l ,'oi-(--e granted
exc("se living quartern allowance i to civilian ernployces ii l

pan ($125 1 000 hi 1962) 1)i ' using the ina-ilium allowable rate '
z

rallies than a ra(e which ~ah}R?I'€ xhiitled e'xIAt:nny of illy e nt -
Itloy e s : ('i-) the _ nny gimt al otrt 820,000 at S m Gor€ (mv (V €1 . ,
to a i€.eu, nilo€ate visito's atieneling the 1963 tail=l 1961 'taster :
Q.- df i enirnal writs it a i oemionabl.e applicat.ioll o the l q)art ~

-

		

- - - u um o t. efe°nhe juilic exit conin i nit-y relalimis : air! (5) th e
low Angeles Controwl 1 1- Eli,aget"(wt Mirict o w Air Wr€'e.
1< st alJou! ` , e )MO) ox tins tkl i
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CHAPTER SI-AE N

of 'Af-i-riculture mad Commeree

and Related Agenicks

DEP RTAIETNT tali AGRI(l INtill E

Our work during the fiscal year 1965 at die various agencies

and offices of the Deptutrt ent of -4griculture Nva~ tiodertxkelL i n

the central offic.e., in Na hilig[on, D .C', and at 20 held offices.

`Ve subniitt .e(l 18 report : to the f on r `['life reports in-

cluded those on the activities of the ,Conimo€1ity Credit Corlio-

ration and the ,'e€lerat Crop Insurance Corporation v,lneh are

audited annually miler the Government, Corporation Contro l

Act . in additl n, 54e submitted 10 reports to e(}I'uinittees o r
to Atnubers o the, Congress on reviznS:'ts inade at Hicir re.(llleti t

or in response to intf hies € n specific sni-ject`i . ~ %ko reporbi

li'ere Inued to agent liea€ gnaw ter> off icial-, and 18 reports «wer e
S

	

tIssued to the iivadq of tip'i:iy field iii s taliatloilta .

AGRICULTURAL :R'APILIZ V -TO _A _tit? f Ci i. ` RV_-VTi() , SERN T I€'E. AND

f%ihq,T, the fi<;cai year Luidi , t; Nvere Zi3ade at thw NN _ .;bin t=on ,

Rt' , , Mike of the Apt('itltt ral

		

±i)?jLs:ftt :r;/L and Co_nsorvttionn
~€'t`!ke ( °t.S~.S), and at « number of its iiehl locaGuns. SImeW

re4-iew ; included those relathig to title ' of the. . ,grieiiltura l

t -add Development and A" E :` tance 0-t t o 195 1 (11"ublic Law

= 80) the feed grain 1wogrtillis, the price-support programs fo r

€IiIdy 1}rmhwts, cotton, and ",'.'heat, related man :agenient. of sur -

phis IIIvemor ies, and the ac( oiuu .:; and financial staienients of

the

	

Y€;7ttT?Z(3i tt:}" t,r!?(7

	

(,r/t`j?C)t'tdi,f 7tt. (f_, :f;) .

	

e sub— laitted

nble reports to the (,(I F di fr"s, relating to AS(S activities or to
The more si ''s'iati€`a t matters inc h .Nd in our relm i`t s..

	

7to Elic t ongr ,s are. c(tinllaemed ou brivA in the paragraph s
that €o,iow.

'V €= reported timt: 033 had ille wr€d to (s of c ;1mul $56it{lO O
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a of :9ccclul ;rlA 1, 1963; as a result of movements of 1962-crop
i!oiloll h } ttic agents of producers from areas of grou-th i n
~~e~stcllI ` ia(.cs to higher price-support areas in Southeaster n

`5taLeA A"m- the cotton was pledged as collateral for non
I'OcOHVV (' looms. A'e also noted tliat the salabRitv of some o f
this cent, play lave been impaired . fit coin luent.utg Oil our

i
1,r :>tl~Irs<I1, to effect savings fl deterring such itiovelnenty, the '
?cpartnieitt advised us_tha-, as a deterrent, Brice-support loa n

late differentials for the 1961 cotton €°roll had beell. revised set

that producers moving cotton to the southeastern areas coul d
C('eov°er only 80 percent of the transportation costs. flowesv-er ,
a, que doled whether this action was sufficient . Subse-

quently, in , June 1965. the Apart :um announced furthe r
revised rate ; differetttiats o that producers could recos-er oily
50 percent of the transportation costs . a`t'e InAieve Ods further
revision should serve to discourage such ii-iovenienits .

W'e r(wielt-ed the decisions re• w le€l. by the Department oi l

i, arlF`?ns problems affecting tile ytt3r2lge in ct3nnnett'lbl! ware -
liouses of cot i on in which h€l : all Iliwue;st= Eli a repor t
submitted to the ongres.i to -Now';It1w 1961, w sated our

~b1bef that the Deparmient coidd not afford to disregard poten--
ttal adverse effects oil the {lz-w lvin ilt ' s cotton dales prE3°9r«ln
and hitancial ll€ sltl€in that cotild restilf . froin [lie practice fol-
lowed b sonic'_ warellou--seIIen of offering, 1ndneviiietit - stie h
as e7-lit rebates, io producerr3 and giiiner,3 to =core cone n ift fil e
, arehouse'.men' :s btediths. I ' lle. Del-wartincnl indicated it would

adopt our proposal to provide for stirv°eillance on a contimlilt-
bosi :s . over the extent and ; ;(e?c•t. (if 1:16 practice t;o t.ha-t pI'o np t

action tail be Awn to m inimize anN z e l c'r .4 >lf€c!'t .

We snaed- also that IIt the . all iii',' of it current co "41 2all(i.v'

we whit not express an cphrion as to) the roaf"onab Olem ( the

i'xwnt of a r€ttl whwi of 3 €elan a lbale in ` tile moulhl- ..°l till, lard

atemge e a applicable to c'ertabi Go r eiwinett t-!ivy tic'ci cohort .
SO that in€'aldll,+,s,1td ne„s'n ttit"Is o t'f}tion moragv Yaws ran b e

s
cond"c'ied, ire rtToi€tnte'ltFlc€t &at_ filly nlprla6e- st nlr,W of the
costs of wareh<ttwhig e}1n itions 6, nia(b by the' 101mri.Iiiin t:

on t t.illi€l`==' ;s 'I> for i~I' in t€It -CL .e n€"goti :Crtt.Siik .

l c€stiii4Mo "p h :rti ., ?i'S'Wm `; €f, ie'tMtie.' iE tCzi`I' title 1 L 1
Me g IC .tllttwal 11adn 1?twell t31tll ew.. anet A . i. -~iaiwv %vi
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19 51 0 14blic Law I8t)! ive rr por€ d that _C(.:C did not have
it+l€~€1Ei,at , controls Or deterinining he z ~ium"t of refunds due

t`rwtt ifiej,n goi-en-unman arising froth adjumnientx in aaniount ,
huoiwed on cotton exly_,rted -finder &a€t -title . Follo .4 ng We
t " iaMWe of our rel)ort., the Del)artinent acli i ., Pd tt .- ; of certai n
corrective: action and of a revised liinaneOg arrang-cinet)t Ndhicl t

the Departnu-~nt indicated could result in atn eminiate€I redue d `

tioti of over •$1 million a rnu allN in CC .C-s net dollar expendi-
tures for financingsuch cotton exportation. !4 'e also reported

on excessive ocean transportation costs it;ettrrecl for ~4iiptnei t .s
under title f, huproper l,avinent of (_ :€?lonibian port charges for
surplus, agricultural-coii)inodities old under title 1, and unnec -

reBuluing knu an iii1le-%ible policy of donating
of i.°eat to vohantai aelir!f a,`enci€= for dixtril)aa =

tion abroad under the Agricultural Act of 1910, LA anuMil .
See pages 280 and 231 of the .al,pavh far fnrUPT chscu"WL
of these repor t

.Another revie-iv cnxclosed that C,i .(, had incurred to 'eta; of
alamn $13 n.ihon 1weacaxe of i€ nabilit~ L-enerally to fig

regmnsibildy f€ r the inst et Oft-siation ol'tlo id' at € rN milk o%S ue{f
i '1, N- it . Our re~~ieio :nsrluW also that xnh:,tautial clnautiti o s of

nonfat- dry milk donated by CCC for dia~[rihntitita to need v
le in rcic,iag alF ts -i

	

i

	

.

	

had . f•

	

=+: `people1!s' 2tii!_'3
1
~- ac )i) t;nt r~'tli to lilt' Went o f

the donation lrogrann been add b nTWi ni nts to cotunwM<a l
; ttt5 us and ups wed W Ia"mkin° aanini l Ened .

to a€IFIlttt)S3. i!'e to+ €' F.l (l) €'lc,,ti51i`e Iat1C_ttiant'f•3 for traitsh€ w

tattt,ta Costs granted on. €`port ales of nonfat (Ir,V :) .illy i,hiel i

perinitted .tuout,tar_f• li :•tat t't := to . .l_=or #• :w at the € l)eNe of UK' ,

(2) f'ailurt, to bring sllmut compliance :• ith the iaiv r€gnlrnig-
the use ot - ~ . ? .wt)i:aieti forei,-[t currcn cie accruing under trite f

of

	

)isliitE°. i i

	

it

	

~ 3 Ur

	

cr

	

t'21L~gm ;s~s_1E' 180i0 to pay for

	

li? :at'r.

	

on.
i - , _,-f,i i - ned xtoel -_ clf)n N—1 for fo-n-i! ;,l f.i .,trii,ut.ion ., (3) unnoeH .

€ r,ar ' E'aiisport<e kni Po tk in C (T nvin`aeil as the result- of

fleItF--a€" iv in tr ail_ t'. li_ai agrimwt tgwr6atioi x . and (4) excessive, -

,)ay ;n€ ni.ta in C( ;° ; Aw i cnfat tlri inilk ! e amsc. it ac'cepted

+. ItI"mi i i'i`tfEPation it3C'i P t°w fat-es of iat£ttru .tury t f'lwrtigll

hi iwitraavtor .

M :

	

e ,

	

t t. : ;t an! W it in t`moiinla tiai r;taa{~7 inp, the pr€bt€'iat o

itik ;t'a_kon ol' aai,nhit €f.', Eii=tt, aan

	

that: €€wrec i e action na . .



bee€€ takeo on most of dle other ;;tatter` referred to . However ,
rcbar ' ing the use of foreign currenciv v f~~,i.~reigu-la€iguagc
ma€•kiugs, the Department considers

-
it i€rtpracticable to have

the €Ttarl :i€€gs applied at oversea points .
Wexoported that CCC had incurred additional costs of abou t

,i4 .2 million during fiscal years 1963 and 1964 t€nder its dair N
products price-support program because of ,novetuci , Is of batter
from areas of production in ilidwesterti and Eastern :Mates
to the New York Cite area where it was purchased by CCC .
"'lie additional costs resulted because CCC paid a higher price ,
16glier warehouse costs, and higher repackagitlg and p oeessin g
costs tIzan it paid in the areas of prod€ietio€€ . Our proposa l
that CCC effect savings by restricting the eligibility of butte r
for price support to general areas of production ~4-as imple€tteute d
by a provision ~which became effective on May 1, 1965 .

FOREST SERVIC E

Iu a report relating _to sates of Hiuber by the forest Set-rice w e
pointed out that the use of oral auction bidding u€stead o f
sealed bidding iu reoffering a tract of timber for sale iu the
Califoriiia region did not provide adequate co€upetitioa and
appeared to result in a Ioss of reveime to [lie Goyerumer€t .
.Also, we poi€ited out that further €•ez ,emis losses appeared to
result from failure to obtain a right-of-way needed to ;gai n
access to a timber area prior to of 'eri€€g- the ti€r€ber for sale . The
1{orestService agreed with our 1€oposal t0 u4e sealed bid
procedures in reoffering ti€nber for sale and kith other prof€osali

intended to_ help prevent r€ curre€lees of similar situatious.
_Aaiother report related to deficiencies in 'Forest Service ap-

praisals of sotathe n pine sawlituber sold iu the Soutl€era€ region .
AVe estiir€ated that eertait€ of the :;e defieieucies caused t»ttl}c r
offered for sale fr0m Otte of the fOrt ~~ . to be miderapprai=ed iu,
the aggregate by about $711.5,000. 1'1€e appraised value ge€€ ~
erally represem s, -the €f€inisnul€t price acceptable to the Vore gt
Service. Some of the appraised thol€er was sots( at aiiiouiit s
which offset the ut€dert.€l€prais .ds. if the remaimtwy sale titutWr
had been sold at « l>pr~tiseo % v alue adjusted by the zuttotu€t of
the underapprai gals disclosed b our review, about `x330,000 o f

additional revenue ~would have lee€€ obtai€€ed by the G'o tern =
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went . The Forest Service agreed to take corrective action hi
line with our recommendations to require the regional foreste r
to give more guidance to individual appraisers and to furnis h
more effective super--isory review .

In another report we pointed out questionable a :;pects of oral
auction bidding for Federal timber sold at certain location- i n
the Pacific 'T\orthivest by the. Forest Service and the Bureau o f
Land Alanw ci lent . We noted tim timber areas where the iise
of oral anction bidding did not appear to provide reasonabl e
assurance that timber was beingg sold at Cotnl}etitive prices .
This was evidenced by the large number of instances )ehere sol €
bidders purchased timber at or near the agencies ' mininium
acceptable price despite the existence of a number of potentia l
purchasers. For certain of the sales offerings for which compe-
titive bidding was present, the bids Nvere significantly- highe r
than- the agencies' minimum acceptable. price. The higher bids
appeared to be the result of efforts to prevent the award of a
sale contract to particular operators .

i47 e recommended that the Secretary of Agriculture and the
Secretary cf the Interior arrange for the Forest Service and th e
Bureau of ; .and Management to use sealed bidding, rather tha n
oral auctit lit bidding, in their respective timber managemen t
areas whf re situations such as those: noted by its exist:, with the
objective of fostering competitive saki conditions and obtainin g
reasonable, competitive price ; for the public timber . The
agencies informed its subsequently that they would continue t o
study the problem, however, at the end of the fiscal Near n o
action had been taken oil our recommendation .

Sort . CONSERVATION SI RVI' i

In a report submitted to the Congress in, April 1965 we ex -
pressed the opinion that pie,kup trucks, inaead of sedan deliver y
vehicles, could generally- be utilized effectively in Soil tso;rsc>rra-

iion Service (S(,-'S) field operations at estintated saviiigs of -a s

much as $870,000 over the life of the replacement vehicles . We
therefore recommended tha% purchases of sedan deli~ rery ~felii-
csles be discontinued except where specifically Justified, an d

that those. in the SC S, fleet be replaced at the end of their useful.
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l~~ ilh piokup trucks. SC S indicated thaE; it would reduce
tire' wimber of sedan. delivery vehicles, of which it had over
2 .200 at iiir,e 30, 1961 but that it wmdd have a condin ed need
for allw t J .,'200 such vehicles . We expressed (lie beliE f, ho w
Wer,tllat ftwtlier redttohns imuld be rinskWe . At the end of
the fiscal-Year, use had in process a report oil our review of th e
effect" cn"s of veldde utilizabon by the agawy .

.a(,ttlt_ULTURAL REsLARCH sEtfVW E,

We snbuuitted a report to the Congress oil ()in- revici% o f
selected activities, administered by file Agr•icultrrr(d 11escarch
Service (AR's) udder the p ograin to eradicate the imported fir e
ant from the United States . «c rioted !hat Iliere had hear a
net increase in the nninlrer of acres infested with the ant ine e
the prograrn wa: started in 195 and expressed (he opinion tha t
the success of the program was doubt,fnf for "at'ra ;tl .~ CCs, oils .
_bout S25 million had lacer spent in this program rtp to th o
tine -of our review. in consonance kith our rrcoin inendatOn _
1fiS amine a critical study of tine feasibility of the program .
`l'he'111mrtmertL of Agriculture eoucluded that eradicati nt ma >
not considered feasible at the lev(_-i of support «hiclt it had bee n
prodding and that, as a rest,(, it Iroposecl to mithdin from
the program at the end of fiscal year 1965.

_lso, in - connection with auother rvview N%v pointed ou t
that unanthorize l cxpendit-ure_< were irrcnrr•ed for c'om erti n !-, a
bull barn into a research laboratory at the _ grienhimal .rim arch
(!enter located at. Beltsville, Aid . Mr review let! us h) sugges t

that . the Collgress may m-L41 to place liuritalion,~ on the art,otnit .,~
whieb A IR-S may expend for the Nor,stmetion and alwatiou o f
Imblic iuzlrroVenrcuts, m distinguNhed ftn"n Vubiic buildings ,
and on ;rtuotnrts whi dt it may expend for repair, to huilcliuf~
and improvements. Our reconnnemlation is di mrsmd furthe r
on lit«e 43 of this report .

COOS E,R A AD M<tttF:ETEM; SERVICE

Oui- audit effort at the (_'rrn-suns m and MfrUmbig Smr'icn
formerly designated as di Agricnitural Marketing, Service . was

ct}nc..erned priuarilY Stith r(lvbms of selected anponets of th e
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cornni~>dit~ distribution prograin which it administers . Irl Sep-
tcrrll" 1964, Nve submitted a report on the administration o f
the l"a r•ain for direct distribution of Federal surplus conunode
ilia" in one county participating in the program .

N$c note(! in our report that commodities had been
distributed to ineligible recipients, distributions of some coin-
nlodities i ere not accounted for by receipts signed by the recip-
ieuts recipients «ere required to sign receipts in blank . and
controls over the distribution` of commodities through proxies
icere not adequate. Although the cou nth= agency had removed
a ncunber of ineligible families from the rolls as a result of
various reviews, our examination disclosed that additional fain-
ilies did not meet the. States criteria for eligihility under th e
prograni, r l`he Department generally- agreed kith our proposal s
to review the elinihil y of fatuities idio were receiving surplus
Cmumodities in this county and to remove those found to b e
ineligible .

co3I3toI)t'ry EXCMANGE AUTHORIT Y

At ,iutne-39, I9F;6°, Ave hail in proces " a retort to the C:ott ggress
oil the need f<_,r the C:orrt>'ii-oditi- Evchcn ge Authorit'V (CT-, k) to
st'eingr tlten regulatory praetiee and stud'v certain Trading ae. -
ticities relating to connnodity futures markets . Our review
flnsclosed that the iuiuber of trade practice investigations made
by 'CPA was not sufficient to disclose and diyeouraire abusiv e
trading lwacti vs by indMialy trading, oii certain conixuodicy
futures nitarla ts. C.:;A agrecel that the aniount- of effort devoted
to trade praetive nit'estigalions bhoinlcl lie increased biit n udii -

~taiued that addithmal fumis and eniliklTes Avoulcl lie needed .
In our ophdmi . the lfroliJ ni is not one of ohtah ing aelclitionna l
111,111power aim! funds alone lint A also otne.• of co% ering. on a
planned basis, the trade lwactnees on each futures nunket, f_)ur
report, issued AM- after the close of the fiyeal ; ear, =Wnyl
a retwinnnciulat-ion to aecotnt:dish this ohjpetive.

(_te-tr review disclosed ako that ;l` ;_1 li .ncl_ not evalnated the
effeet tui futtwes pricey of floor trading involving a pra vliee
wlierebr nncinbers of a coiiriodiiy exchange tratle for their on..
cnee4mut. A study by the Sminities inn{1 E`iCli?Ii ge Uiiiiinis ton
of floor trading, oil tho sectiriiie inarkvi di?c±lo.-ed that floo r
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traders held significant advantages over the -trading public and
resulted in -the adoption of plans designed to eliminate floor
trading which is not beneficial-to the market . Since it eppeared

that :similar effects could result from such trading on. futures
markets, we proposed that the Secretary of Agriculture direc t

Clst to undertake a study of the extent of floor trading and th e

influence of such -trading on futures prices of commodities .

Although f E-N agreed that such a study would be valuable, it
indicated reluctance to undertake the study.

OTHER AGENCIE S

A r€=vices- of the tell- }Bone load program of the Rural Electri c
ficcition <-1€ ministration (11F,A) was completed and at June 30 ,
1963, a report on the results of this review was in process .

During the =ee ric.~es FA . ;-A or -promised to tape action to

recover about $538,000 which either had been used by borrower s
for ineligible 1 .rojects or es°at improperly applied by the borrower s
When thee° sold .111;_ Ainanced assets . Also, during the fiscal

year ikc made a Bruited review of 13 certifications made by the
_11 ,k Admi€:orator regarding the need to make generation an d
Transmission roams . `l'he,;e certifications are made to the Comp -

troller Genv2•al in accord-lice with Senate Report 497, 88th

Congress, s, on the Department of Agriculture and Related ~4~gen -

cie;

	

trl)rolWianon lri,l a. 1961 .

review of [lie aN Rila >dity of l.rivaie or cooperative credit to

borroicwrs of the Farmers Home Administration (1, 11_:0 was

completed and a report on Tlrc review -sag in process at June 30 ,

190x:), Reviews (if other aspects of 1 ,111A loan programs were in

progress at the end of t`sri trb.cal e•ear .
NVe completed an examination of the financial statements o f

the Federal Crfp Insurance CM-poration for fiscal year 196 =1 and
submitted a report Illereola to the Congre"s if] April 1Q65. (fur

opinion on, die finamnal matemet2t ;; esas included in the report .

also, it report st' .ts simmit.ted to the Secretary of A ricttltarre

oIa tl_w Deparlulv!!Cs €'onver'Ston of Its deceaatrah ped manual
t •r<cyrc ll sN°stern to a c-emrarrz-ed elecironic data paYroll syste22 2

at Its xvtitf!<R tr{ trc°[tt 1_tata Service (,"enter . New Orlean,,,, l .Fa .

VVe found in arru in :~Iarrces -tore err•oneomi lease and related

rlat=t e:~!rc, entered into lite master payroll record. l,ecaaase c f
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ineffective or inadequate _supervision,- procedural controls, an d
internal audit coverage . The Department took steps to
iniplemei t our proposals for corrective action.

FARM C IIEDrr AD I I N1S` RA.'rIO =

Iii February 1965, we submitted a report to the Congress o n
our annual audit for fiscal year 1961 of ilie Parm Credit Admin.

istrati.ciu (h'C11-), the 25 - fariii credit banks supervised by it, an d
the Banks for Cooperatives Investinen Dune administered by it .

e`v'e expressed the opinion Ilia(. tlty financial statements i n
the report presented fairly the fiiirineial position of the 2 5
farm credit bard.',. and the lnmemmeat Uund at June 301961 ,
and the results of their opemlions and the sources and altph.
cation of their funds for the year their ended. In accordance
Wth a -twoposal in our report . IW A direrhil the erNQ !ranks to
depreciate all fixed assets over their €,-Iiinateil useful life instead
of fully depreciating most of them uhvn ae€tuh,(L also, w e
reported again on the treed to re€!bite rte niter-borrowers o f
production credit associalions . as a condition to reeeil-ing loans ,
to acquire the full atuount of class 11 stock proscribed by law ,
FC A subsequend i :s ;>ued instructions it ith a view toward furdier
eMn rating deficiencies in such siocls acquisitions .

oil co.~ami ..~Rc E

Our audit: efforts at the 13c>fxr Pnein crf Commerce were oneen -
Mated prunardy oil the adnitniatration of the _Fe Aral-ai d
higlima program by the Bureau of Public -bads and on th e
operations of the. Area IledeYelopinetit- dniiiiistration . Mso,
we completed reviems of s€ iected activities of the 11laritini e
Administration and inade an miclit of the Saint Lawrenc e
Seaway 1 mlelo nient Arpmation for the calendar rear 1963.
NVC suimlit led 31 reports to the Cgngress on these r€ c icwN an d
stibinitted 6 reports to Ienil .crs of the Congress iii response t o
inquiries or on reYiew niade at their request .

BUREAU OP PUBLIC, ROADS

Our tntdit effort. at. the Buretut- £tf Public cads consisted
1rit0paRy of tevieWng operation, of the vatio"s highwa y
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I)ro~,- taul; ii 1millimered b the Bureau, and reviewing th e
policies, llroc'edtires, anti practices under Mhic h

filet am (Yrrital (1uL 1'.lueb of our worlc was dkeard to ac6v-
it K, hx , k, g' carried out heater the' ~l~-l_ billion interstate highwH y
l)rtTrauL IM reviews ivere extended to various State highway
llc'pawu'ilf :-. inamuch asWe organizations have pruuar y

for [tie plannijig and con .9trnetion of higlm-ays
under- the I~ eAeral-aiid high ay progralu .

Durilig the year we completed rebieww"ti of b`artll w ;m 'peels o f
11llreai1 ace hies in 12 Stapes . 11tese' acLiw-it& meompa w d
the award and admiristration of construction contra t , ill e
aldntini t . p ion o ;eIveted righ't-c Am-ay activilks .. prac'tims

relating to'11tt` tk ign ZIP{? lCtuation of interstate higinva w q an d
i

	

,prol'.cd_mu Fmw line?i(' i'lt';ctim a2all mahilalning tpialit, fmmitsks
over highway ♦work and niauerials- .

We siii bitted seven report.s to b- w_ ongre-is ml du'e'l' i""POrts

to "111wo llluittees or hooters of We < .; egress tlllrlliig the Nwa l-
i f' l' lOil ctill`Ic'iti,'-it-~± or t3r(i?leill .iI'" il5' re i[atnl~ to ~11glibwalt matter-+ .

The llli'ea111 wwa i1o[ ill coilil)tetf ' g eeineut twilit ()in , w ie%kws if .ii_l

idol 1 :sak of] _ale ilie mat-Ler t ,t c'iltccl in tliv report, to Hie
Wgran; hL)mmer, aililirolbate co)'i - ectibe altti4_)xl :^ w,%vre talce1l

or mere Neill° ' c.csli ._xiered- oil

		

of the itenlr:. Some of th e3
matters i lreseniml in our rel)clrts to the c ,lilign ^9 ary con an, iml
oli=Inieliv below . Furthm ct_tllimenn are ccinta!itcd iii th e

alll)eudil Heft 1111 ltl E;' at l)a ge 2,; i .

nil certak reports we ImAntect relit that the liurpalu bald

par t icipa t ed ill Iflit) ece"arG" co .'!' .' tf_)ta :lill- `? 59,70)00 iNhi,'h !!alt!.
i ,

been incurred by twwO State 13ccai u'e of the Tali urt' to dit_`quirf =

pareels of-uningwoved land for righin-f>fmala hrA)rt- ingW(,wc-

meiis "ere constrlictVd dicrer)il . Item Ociuuwais Junt d

the H CA lf)r a [hear Indir wwlliPh wwt)tticl I)rcf' ule l'f'rlc'l d

participation ill Such costs and '%hie h cmilti hawk• fitr-r vc -'Ionia,

: igniticall e bwlth resi" et to the' total amount of W h ill i f) W,
r

spent in acquiring, i'it~llt ~Ol-,s alb tleedec

	

for the -~nterstait e

System . Miming our rccouiltu rll`,_athm, tllc Blinn" illtt)rnwd

us that it M 7eft insisted hi_ all it : reap of t)lierathm that thcrr he
110 reliikin'mnwnt, for iitlt)i'udrtlt !'- Iielidllale

		

()il hc'+tf ran-aii, l
_ r _

hitrh?Ya1y nil°ftl (tc beet that it \4a1 :°'. f .f1'i1 ;?Iflel'ltig tiU t4ai=it}nt!w o f
1~3 ~1141?~r a ~;'o . .tit' I)f;th, iatc'-im-lit l'.erfainhig to t& jimteekii i

cif' l`ircl t l•°a l.Ilt) l t+i be I14=cdVd Aw highma , rid hlo-t)k"ail ,

98



4 , ('t)ilrnwii1cd at>o tin lie Atet that a cOnsith-rahle ilinnhcr
of Staw tit pi?1cering liersonnel wre- t`11Ij110yed aTT rt'pidar
hu~int~ ; h,mi- by eoinuh ant engineering firtus that, it-ere under
cl,titralt't . kith a State to perforin design " N1-ork on ioriou high
A~,A ~ iIrt- jects. Al-though the Bureaus was aware of this practice ,
it i,<<ti -no est-abl'Khed, lwhy RoN erning [lie- ac- ion that should
lw l al cn m hell the-1,i mice i4as foi ;nel to exist, We In-o m int
that the Bureau estail&T if Ixaicv that Federal ti3rticipaiion

riot Isle allo- etl in `I ' ll eo, t of any contract for -work under th t
il~cdcral-nit( highway lirozgrant Ns-bereili til

	

tonfraviol . thas

r'ir+):a t'G_ (,, it al full- or hart-time buds dark; the l,criod o th e
rt, itract, vn

	

tli'ole'stir,,itlal or tet'ht Wl lul'3(?Iiii 4 "ho an , o r
Ew"c been at, all linle during the period oil the contract- . ill the

	

cli1,loy -o the high-way t :,r±- 2Sltl%air,n o die stair . ' Ihf . Burci u

	

-
advised that _!% Na°oult i

	

runAd"ahn to IN, dinwhtlitnent o f
such ar l,olic,

'is a

	

-,il't -oinItTemot exltrvs,(, ti by the Ylz"Ad St11 âo1ii, Ote v
on the Klerakkit_1 lliahFlal 11 - ograni . I=ra" , (Am"i,ittce o n

Mildic_ Vv o;lvv wu rMi-yed Ile h airsnt-r in whk? thr llttrctnl of
- 1'uLlic Roads hatl f(,rnliitlann and -€ dmiffistcrctl a l)rt9„"u" .

?"erfe lii 4 reNTred to ai, thy ' rCrtwi--annulling, prog-rani . for rval-

uatlllg 'tin! &D-aliveness of `tat+` twwrtlls ow- ctnistrnciuiii oi l
110cral-aid high" ai) _ 1,rri,jcct,s . In ai reju,rt milnuitted to tli c
C:ongvvs~, -we started Mat the lack of vttWqh-e tlil'et'tW and

le.ltle his, alOn' liolic nial-J] w level of ill(' -Bure_nt had re ulted,
in serita s shormanifigs in wifife States thwhig tut£ early }tars of

Laic pr« grams milts that l~t•oh!Nns id Fan`cin' inapiitntle ct "Willed
w exist which [rlioc(l to ingN6r We Wertn°euc,~ of the itrq ;'rani .

'11) lard la e iinlwoveniciitS in the a(linilli,tratioit of th e
re('lt d"ainulht g pro rgrai l and to 'in I t life Bureau ni its respon-
sibilities for (lvtei-niining "W her allllral,ri itc Mate conti- M
over highway (4,n .'sirnciOn vxkt am! arc lif`liig carried out . we
reconiizl(n(1e that the PVdtTall Iligh ay =Uniinistral%ar rctliiire

the 'Late;; tr y= Writullale atrul aitinnit nithin a rea>tinalilc 1,i'riot l
K atenienis t,l' tluir niali ialwc,tins atncl eons(mile!ion itatM-c-
lion r?ilani!limn. 11v1(i(`.rt .`r* t an(t !rota d"res Air lillremi 1 'Ke"

and apps, ?tali as ai lsiY'I'(-tp6,iIv for twin[inwil 15,de t al al 1 .

	

li t
resplf se. the Adminkiralor intt,r`uvd in of ntraimm4 the hi,€ ot l
I) iquis('tl in take it- , ivakv the l _ .igralti inore: eflOvi k e oitt- tirt l
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not in€licate i-liat =approval of the stated policies and procedures
Ae-enlhl he made a prerequisite for continued Federal aid .

On, 1,l areh 30, 1965, our representatives -testified before the
pcci<d :subcommittee on the Federal-Aid Highway Program o f
the House C'oniniittee on Public NVorks on the results of ou r
exist examinations into the Federal-Aid Secondary llighwa y
,~ q,Iem as adiuinistered by the Bureau of Public Roads under

the t ,ederal-aid highway program, also, oil June 2, 1965, our
representatives appeared before the same subcommittee to suni-
ntarize -the results of our exannination into the manner ill which ,
the Biar eali of ~Nlbl-ic Roads had forint laLed and administered

the record-sampling program 1)reviou4dy referred to ,
V e ,ubmitted to the Congress reports ctrl unnece-sarti cost s

result.ing, froul dcficiencies in the ad nini tralion of the Inter -.

	

~'

	

i

	

tAniericali l lig_tN .^a re l ;i ograin in the -t7 elmdAic- of l ~osta 1-i-ica and.
ill the l-lel)llbJe of Pauaiva and another re p ort (mi otit' 3'e~ Ie'14 '

of the $32 lililUmi estimate of additional L .S. Rinds nceded to
conylel the= Intisz_Wericaii ighmw ; . hose rpons are
discu :g tied furUier in Chan el Wevs- n, on pages 1 19 and l, 7;0 .

Wring 1965 we contiituetl our inteilsire re~iest efforts wit h
re ltect to the progrmns administered by the Areu fle€li ,relopincrt- t
Administration (Ali 1) ilt aitl of fwva3 btirdened by conditions o f
gnln.ailt-ial Inn-inple )-ment. Tlie~:e program:, incitide(1 Imancia l
a, sisuance under the Area 1lctic~ eloliiiic±izt pct, for pr<?Teet s

iwhich Nmidl create llcrimment VillpioyIneut 7 and financial as -
si; tauce- Tinder the Ptihhc N orks Acceleration, _'p ct 1"or ltrolee

iwhich muuicl I roe= isle iinil_etliatc tc•inpemary eiTjpl<iaucilt .
We stab p itted 15 reports to the Congress, I report til th e

Senatc Committee on Banking, and Corm ley, and 2 reports to
Almnl ers of the Congres, These reports dealt with a i4itl e

range of inatteis relating; to the manner ui which the Are a

lledeN, elopnumt AdihAmrator had (fiwharged certain o bib

respow;ibiliti ,, under the area rac i ereloIn hilt. prograll) and the
aecelerated pubile works tiro gimp . Ile I}33rt.li'ill< A on illowt ti t

our re'fK-WIS to - Me. r :ongmss are i winded in thr appeileli \
beginidng oil page 25B .
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Five of the report:; concerned overstatements of employmen t
Opportunities expected to be generated b ;,. federally assisted
project l'he overstatei-nents generally ressulted from inade
quatf , s~aa aly,;e 1) .:A RA of the borrowers' estimates of the ml -
ber of jo1,s to be e.reated. Subsequent; to a nuinber of our
reviews;, in this area, the _administrator, in Septc wbe r
issued detailed instructions for estimating employment erpecte€ l
to result from the projects financed by, the. Ndmioistration .

We issued three reports concerning deficient or inadequat e
fuiancial ana"Y CS which resulted in the approval of U uaece~ .sar y
public €acilitY grant assistance or of Fe(l€°ral loalt participation

in unnecessary- project costs . lVe expressed the opinion tha t
fthese situations clearly- emphasized the need for a greater sens e

of personal responsibility on tlt°' part of the (sovermuent enact
pioyecs charged evitli the a(iliinistration . of public funds . Re-
ports were also issued presenting situations Mierein -kit

_

A

.1 proved loans to projects whicaa Jacked reasonable assuranc e
of repayment, e,'hac ial generaliy rtatl'K'.Le(€ entl.11©}1nellt OO[ic)rttt =
nitics to individuals having funds to invest III the husiness
venture, or which slid not. comply with a statutory re€luirelneaat
for local f naricia l art=icipation. 'although the. ld3niliibtrato r
did not agree e,-ith all of our colaclusions and proposals on tile .
matters presented in these reports, _ R _i took appropriate cor-
rective action on most of die matters and stated that it would
consider our recommendations on several other matters in th e
administration of any uew programs ,

fact another report we pointed out that A .R<A lea€l interprete d
the provision in the Area Redevelopment .=pct, linuting tine
amount. of assistance for expansion or improvement of Industria l
or commercial fatalities, in a more liberal manner than we
believe may have laeen the legislative ,heat . Accordingly, w e
suggeste(I that there was a possible nee{l for clarification be- the

eons*ress of a sinniltar provimon in bills theta pen€lint to exteo d
the purpose of the as het oaaal its ferinination Elate of ,Ilene 3o ,

1965) .
In our reports concerning the as€lLniatistratioai of the acceler-

ated publie works pro gram v.-e pointed out tlatat Inrojechs had
been approved in. seemingly aaon(lepre : sed aarcr, ; and in areas fo r
'Vilich the depressed area tl : ts ig iat?ons ,iere being cam sidere€1 fo r

790-9S7- 61, ---5 1_(l
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lt.'rnilnttl roll, and that the use of nonciu`ent elnllloynient dat a
had `• t,ln. neon« t•1i~i1-, tfhad el'aii:lec%iii atiil€et~ttita~l(t~_ailoca~~ft~~ off [ut _. c
ai't'ari . i it r? ;poise to our recotilnmcnu,alions, ,I<i a±1vi wil MA C

it a1 :provnig, no -aelclhional 'project-, in seemingly nomle-
lil'C6(11 arcelk anti_-that, i mler an future l rri :.lation imi'mr t o

-tic s'nl .lie 1V orks Acceleration _ pct, it wotild defer .Ipprova l
of aj?i)iit Mons in areas no longe r tniet_Ling 'Init . crit ria for

as redevelopment are&~.
C to i 1hed before the Subetimit n on I4uhte1 U''1 and

,Stallilizalioni of the Sonale - ,f writhe mi Balnlitng and M, r-
remo aid 13 . Awe' the Woe

	

on Public

	

(,)I t

Certain titles of the .% Pith ' V

	

c :,nd

	

conolni(` liCt't`t ll l iiif'il ti
of 1 1 365 .. (it ot illd the

	

ItI"

	

+f'r>; :t ~ .3t ` irea 1 -1nl ' 4' €` 1t lmiCtf t
Art,.witich was to E Spn'e on June 30, INK and the t)nt'lliov; of
the Pulllic- Wotl.4 A€°celeradoil On W r teslin"m

	

ti'a 3 b,_.t :+ftpe .
largely on hiform ation di-closcfl tlrt u ,,,? t t,tt!' r i iev', o tilt '

r
various activities of flit' _irea i :ed€'b`viol)nit ' t t '1chni li :stf Ltk i .

S
In bur rei"Inv of the ~.11k aCt'.lSlrittingr sN,tein a ti nt' fotni.i _[ a!

c `rt<€€n bade nlls)t`mimtcnt was needed to r'1't de the n ,t 'tn t o
p_'f)i lCft I'('llcl.,_e i3lttf TIwariti .K :ld- h3imt(' 1 ;1 : l[if . .̀t`ilta t 3.- )?' we by

Ac ._ S(#nilntxtnation *3 IZland ttr7it'nl to f' :,no% ing and Li "p i-nl;;
i(tie area redevelopment probraili 1)erforniance . Tile dnliiu-. =

lration in ortned its lltiit corrective action %loi:id l3f' takcil in

line Nvith our proposals .

_f IRITIitE AtrSl€'';ISTU i ` t O N

Dtfi' ig Lite MY F=eat' 1965, Nve co€ttt,(r±t<'tl n wiviv at fli t

,11fii'iti1tie AldnninkrW%r A huathlltartt rs of sAin'Ki acLix ilie b

relating to the olteraling etWrvntiat A) ;n itii Jlrt rant .. tl .e Fvd-
eral th4i nnorigage hisurante progrzunl tho con:41-l7etion an d

jontfittnig of the uttt'lear-lumvvred in rf'ltant t vssvl . N11 ,'}(Ir"nizah ,
and I:ile . drninigtration's value et gint_t Ci€tg 1?rt gram . M v Huh-

illtll d four relnnm to the ( .mar ' ;3 on the r 'wt IA t ,# otir tyi Aw .
ee t_clilf ' (' ) fi)t(_' of IN HAW N e<Lr, die. Itt'rit {' i }t)titltln .g our no leiF' .v

-

	

(if ,st`f'f tml wtt it_h s ref_ttet:l to the At1 nio ,=Iration

	

:, tit? Con -
.

	

strtulAn pogram . -
li) one reporte 6? e' coo l ine€lb-d on tilt` prt vetltlrt °; u:,,d 1 :~1 the

Maritnlne _%ditltl,lrimtritl in i'illit3riit ng olil`rcliitlrr_til t -~t'1`!,`nt-ril ~
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1ti'tti?c 1L7r, 1(lN ra!('g which. have resulte£1 in itn arranted 11a-, -

rucnt= to ~ cs—el operators . The Uj uinibtrat:ion conctirre in
our lintlin and estimated that corrective procedural sevi-iollr .

%Nil! ri-nit in avings of :!bout $2 .5 11iillio l in stibsid pai lnent s

njqdiralau to wdendar years 1962 mul. 1963.
'tiio f,t er,report concerned - lini,2manted I4 uncial risk, u`llt h

1W Own assumed -iiWer the Vcdis . $1 ship wort "11gv ilstlrance

lmwgrmn because of ina 1etltiaie vv ; luat1(311 ;; ll i0w -ol..arithn e

ikdh iinii . .iration o the evonoln is ,?tilldnt! :s :, of 1pri.q)o,,( ,d tanker

operations. We also i•(itorLe£t to tin t :<em ig m -otl our review
iof ti I to the t'€_2ii :irtietion and otit(ittiii ;~CiCCte£E - i?ai~' i i lc'7 relatin

g ol tlicnuclear-pnv red iner£ hatit i € ,m! N ; ` arannah . \N e

coi unet ued on a injuther of €f ti s' Wnt 1?rm-tkes mum 1ms€'eclti n , s

111 the <An;inistralion of la - P parts I;iownrement and otbe r

deficiencies in contract a£iini .Alratl n. Ytotlier relmrt Con-

cern .ed ninvarrautt i d 1payino is of c£Sl rtletl£~ti-(1ti`fercfltial snb -

Ady 1i(mit'se of the failure of the Mitii3il .'imiklt to rt'€pire the

adoption by Mt111ownws o c ,t sai iii.. wi ice d %eloltc(1 i1-1£le r

the A(hui1iWraitAnts F aine etit'h"wing lwograilt .

The Administration has nt- ierail4 e€}li=_wre£1 in the Ilrolso .al s
j

c£dllttilne{1-lit f?ikt' rel)(?1 ` ts ai2i ' iLE ;i ttiti£'il
or <tit -reel [hill it 1F'£iti3E l

t=ike appropriate corrective a('t - ton to ovei(`imle tile dclicicllcie-i

£lihchse£1 13, our redOus . The pate ttlar: of each of the rep-Ill s

'sire lnetiule?l in the appenl.tix l (_'inning at page 260 .

OFFICE OF THE, -'-~UCRET .xRY

Ott i report ail nil i t te£l to the. C€ i ,r£-

	

in October 1961, vv e

ccnnuenlvd on certain inicee7i oinical prat t ce° relating to the
t(1i lrillirtion of priss releases and fpdwr inibrin iti=onal iris leria l

In- the 1h1sarii7i( ' tit of Wunerce Nwhieh haw iisaditY hi tin -

necessary € ost-s to the C :_dv£ + waltiit . The partienlars of th e

lindiltgw I}r"wilod in this reVort are h u!"(01 in the al,endi x

at pap OI

NVI N r 1, "~'11ENCE SI ;-XWA

	

IMt l =H"I NT t` tiiit'f)t1A`WN

t-?nr rcliilrt on

	

Jh€' aisilit :

	

the

	

1'ii .til£ial

	

:tit .tt('ill€'lit .

	

or' tll£:

`?rzM ,tttt'rM€ ; -

	

Q't1Mw111 Mrc40Mrt-"It Wpartrlhuz for the pay
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enJed Dervinlpci A LICK
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l satilnot€ l

	

to
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Mumv,196-53. We expressed the opinion that the Corporation' s
tiaianciaal statements presented fairly the financial position o f
le Corporation at December 31, 1963, and the results of it s

€ peratimis :and the sources and applications of its funds for th e
year them ended.

-

	

SAIL'—ELL BUSINESS A )AII 1S`1 R .—kTIO

During; the fiscal year 4.965, vm concentrated our audit effort s
Ne*ith respect L(-.) tile tiyn all Business _,-Idininistratiwi (SBA) on
selected aspects of the- husitless kind disaster loan pro grains aiul
the , dotinistratW ;; snlail l ugi less investment cotupany activ-

ity. \V c coniplete€I fieldwork at five e regional offices on imsines s
;?

had andloans oil wili •h RB had incurred loyso ,,4 and re i€' k ed distaster
1(ians at two regional office s. ` Aso, N\e exilm ilied iato certain

aspe{ t .y of loans made by S13k to small busiues .r investnient

Coln!)al icS. At the close of the fiscal ) ,ear,.. reports oil these

reviews were ill process".
in Aril 1965, we reported that had i:icurred a labs o f

alow 1161 .000 oil ai 'i-,100 100 llu ills . .,, load li€ emust, SBA € llicial s

failed - to fully -evaluate the borrower 's ahilO y to repay . We

hiso poha Eli out that ahbough the aplwa ked values assigned t o

the collateral at the tilde the loan was mad ;viers si nilicandy
higher than the a mou-n - :, realized in lioui€cation ahout 1 year

later. SB A. did not determine the iva son IM the variances so

that re pon .sil ; its for any cle6cient aeLions €olll€1 lice Gal and
so that losses -could be avoided oil future lozuis

	

Recollunen -

d`itions were made for correctitig the inatt€'rs reported 011 .
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CHAPTER FAGHT

epannie t of the Interior an

	

at
Resmirces ID evelopment Pro gram s

_

	

During =fiscal year 1 .965, out work in the vai-iou .s bureau,,, and
offices of `the Departrnen.t. of the inner ior- included reviews of
selected activities of the U.S . Fish and V ildlife Service, the
f3ilrean of Mines, the Bureau of Indian (fairs, the Bureau o f

LandManage lent, the Geological 'urey, an([ the `National

Park Service. Also, we inade an audit of the Virgin Island s

Corporatiun and revieNked the activities of the Office of the
Government Comptroller of tln~ Virgin -Islands . In addition ,

we revieAved water and power resour cs develo .pnient programs

of the Depa.rt.i .ient- of the interior which 2i . ]nane' instances ar e
interrelated with the civil works activities of the Corps of

LIigineers .

We suinnitted 1.2 reports to tine Conk resy and :3 reports to
congressional e.Gnnnittees or ll '?nil er, of the C'€ igresi; on ihe:w
activi6es. in a€ &t,ion so i .; ue:_l 20 -reports to agency otiic ial €

in M ashingt€)n, D .C., or t.o lf,c it agenc . f offficia lts. The principali
matters ontaine in our rgmrts to the. (Ingres, are discussed
liricfl# iii the ;sections that AM=

OFFICE OF T-1 1E SFACRETAR Y

f is rt'vie##' of charge, for Icil y: im., id wilit c to .Departmen t

of the Interior eiii7)li yees (wenp, inn Gove3`nmeiit=Um ;"i2ed quar-
terz; disclosed that the charge; were lom,-Vr than those, for €',onya -

ralde private Wising aint_1 wr ."ws in nearby t'oniliunities
, Budgetco tt1airy to die requireinent.,~ of Bureau of the

	

Circular

A-41: in our opinion, MA €``„'iltRitl_)n r .'±tilt,{}_l. front Wa W
quote management €=mi .rol aild re-A.'4`>' . As rt result of our

review, the Departinent. :;tated Wt it bad €nn _tied the rates,
al" 731 i OO a year and that further iilf_rs ases would be maele .
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UNITED STXTES FISH AND WILDLIFE SERAT ICE

In ,i report snhui.itted to the Congress in October 196-11, w e
pointed mrt that the Bureau of Sljort Fisheriesand ft`iildlife ha d
spent ~ihoiit ~2 .2 million in one year to produce and distribut e
hatellei N -reared fish which were stocLed in federal . State. and
private waters without reimbursement . We expre tied the
viei~ Iliat the cost of the program should be borne by the pri-
mary beneficiary to the fullest extent possible . ~;'e also pointe d
otti that the President in his 1961, budget message stated that .

eynit Y to all taxpayers demands that those -%clio eujo)- th e
benefits of Federal Government programs shotild bear a greater
share old the costs . Because of the substantial economie s

involved, we recommended that the Seeretary of the interio r
provide for reimbursement of costs from Federal agencies an d
owners of private -caters and for sharing of reN enues received

by States from tile sale of fishing, licenses and permits N% here the
Bureau stocks fish. in State :caters .

Also, we observed that the Bureau was operating thre e
hatcheries which did not appear to warrant continued operatio n
because of the sniall quantities of fidlt produced at a relatiN-ei y

161,11 cost. After we brought. this matter to its attention . the
Bureau closed one hatcher° . discontinued production at th e
second, and trawd'erred operation of the third to the State o f
_Nr ew York.

Other work, included reviews for the purpose of settling th e
account: :: of accountable officers at t-lie central office and t t, o
regional -offices of the. Bureau of Sport Fisheries and ~l ildlif e
and at the central office of the Bureau of Commercial Fisheries .

BUREAU O MINES

Our examination into the procurement of 1whiuti-bearin g
natural -as by tile -Bureau, o Mines disclosed that ill ohtainiDC,
gas supplies to be processed in three Gos-et•nment-ors°ned plant s
the Bureau had entered into neotiated, noneoulpetitie e, fixed -

Z_

unit-price contracts widiom all adequate determination of th e
zeasonablencss of the prices .

The effective price nek;-otiated for the -gas delWered to one o f

the plants appeared to be very high Nilsen sortilaat•ed to the
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colnpalic . s cost represe itaimus . The cost representations ,
N ,Wli Nvere about one-foUith as lunch as file effective price ,
were available to the Bureau durinl;_henoiiations an(! at flie
tilde of Lite first juice adjustnient- . For calendar year 1962 ,
the Bureatt paid approximately J million under this contract ,
which rules for 20 years or moreand N,hieh provides for price

r
adjustment each year in the event of certain changes in the
supplier's co .is . fit our report, submitted to the Congress in
]tittle 1965 . we recommended that the Secretar y.- of the Interio r
make every reasonable effort to negotiate an appropriat e
adjustment to [lie effective unit price .

Also, _ we pointed otafliat. the Government N611 incur al l
estimated 81-48,000 in elcess4e costs and could Incur an e ti -
mated 121 .006 in excessive costs for natural (,as deli, ered t o
another -Plant; because the Bureau . did_ not provide for it redue-
boil in the purchase price which should have been provided for
and because it assigned an unjustified allowance far the heating
value of the ;has. `

dh ethe renegotiation of due contract price for nimiral a s
consumed at a third plant, the. Isureau agreed to pay- a pric e
which Naas about X100 .000 more than the average price paid b}
other customers in Lhe sanie geo raphieal area in the first yea r
of a .5-year period. tilso, tfie Bureau incur unjustified

costs of about ~I59,000 during the 5-year period because it
made in allowance oil special gas-gathe=ring facilities for N%heel,

the Bureau had previously rehubm-sed Lite R-as, supplier . ~% e

recommended that the Secretary- make every reasonable effor t
to ailiend the c~i,tillg contracts far this plant and for the plant

mentioned in the precedim, paragraph to prow iom, for a reduction
in the purcliase prices to eliminate exc essWe and unjilstifie d
cos t s .

EiURF .L OF ti\t?i 4° :LI'I .~IIaS

In a report submitted to the Con;,~ress in September 1961 ",- e

pointed out that excessive of , unnecessary costs of about S168,000
had been or were about to be incurred because of deficiencie s
it) Lite admin istration by t itle 1I111-euit qY' Ind'all -`t fjiail:s of flee
Navajo Median Reservation read construction program . As a

result of our review, proposed expenditures of ~2-13 .000 were
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canceled, payments to contractors were reduced by about
$253;000, and other corrective actions were tal-en to prevent
recurrence of the deficiencies ~ie Iioted. Inasmuch as our review
pointed to a need for more °penetrating reviews by the Burea u
of Public loads of the road construction activities of the Bureau
of Indian ,lffairs, we reconunended that the Secretary of C :om-
meree dircet the Bureau of Public Loads to exercise: closer
supervision than it has in the pas-,;- .

During the fiscal year we performed audits at the Bureau' s
centraloffice and at field stations located in areas administered
by 9 of file Bureau's 10 area offices . At. the close of the fisca l
year, ice had in process reports oil the procurelneut and m i-
lization of vehicles, Government expenditures; incurred in th e
management of Indian timher enterprises, construction o f
employees' quarters, and the management of Indian money s
held in dust .

BUREAU OF LA\D ATAN iGl. :ME.Yr

In February 1963 2 We submitted to the Congress a report on

bidding practices employed in the sale of Federal timber bN- the
urea. o/' Land llarlcateirrent and by the Forest Service . Depart-

ment of Agrieultalre . '[ 'his report. is discus sett in the suctio n
relatin r to the Department of A griculture .

GEOLOGICAL SURVE Y

In a report submitted to the, Congress ill Augi(st 1961, `s e
pointed out that, contrary to existing statute and admimstratIN e
rtdlings, the Geological urrev and the. Bureau of Land Malla"e a
anent had changed certain noncompetitive leases from a remilred

minimum royalty payment status of S l all acre to a if sser
r lztal payment status of 50 Bents an acre «lien the Ieis, s

)("mine nonpro(aactive ._ The I epartlnent subsequemly agreed
t-fiat such reductions tiere improper . Inasmuch as our limited

Ietrle%v indicated that other instamCes of' improper reductions

could exist, we recommended that a hirth r revier( be made t o

Jet-erniltic that amount ,) properIv dlle the Government ar c
collecu, cd .

In a prior report, we. had commented on a oulnher of serloil 5
d eficiencic :s ill -the Byer ev- s 17illill r," . Collectilwr and control over
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royalty payments . Our current revieti, disclosed a continnatiol l
of certain of the deficiencies . The Department subseyuentl y
advised us that eo lw!tive action had been taken or -vas beinf r

considere- d .

NATIONAL PARK SERVICE

In September 1964, «'e submitted a report to the Congres s

in which, ve commented on the fact that ibe _Yational I'arl,

Service had, -without specific statutory- authority, been e4chan-
iuff timber removed from the parrs for finished -wood prodi}cis .

We pointed out that - this had the effect of augmentin g the

Service's appropriation . -=also, the Park Service had not main-

tained adequate control over the volume of timber removed by

contractors or the wood products received in exchange and ha d

failed to deLerm-ilie whether the Government ilad received ade-
quuate- consideration for the value of ti}nber removed . I n

response, the Department of the interior stated that th e

exchanges would be discontinued and instructions would be
issued to the parks to improve controls over . Limber removed .

In `another report, we pointed out. that about X300.000 in

rental revenules due the Government had keen illegally- expende d
for rehabilitation and improvetuent. of Government-o .N ned con s

CeSs}on facilities kit. Mount Rainier National Park. This action

eircunivented the appropriation process, etas not disclo~ecl fo r

c anIessicti}al review as rtcluired Dy lase, and r esu}ltcEl itt etiheuEf n

itur€s on structures recognized as being besv ond economica l

repair. k e ree.onmmended that ills vNistin g contract be

auneludcd to stop such u .e of rentat revenues and that no future

contract permit such use witlloult. specific 11 .1thority therefor.

it, Slav -, we testified before the Subconuunittee on

National •t'arLs arld Recreation, House Committee on Interio r

and Ii sl}tar Affairs. on a bill that would enact. into stat.}}tors-

lass- various concession policies and practices followed by th e

Park Service . We [olnunented on those lion°t:iou}s of the bil l

which, in out- opinion, .er onld prevent. the Con,r€ ss fro,uu € Xer -

cising- adequate control over Vark Serviee expenditures . _also,

we mi-yeste€l that : the hill be amended to per ,}it the CoI}}p e

troller General or any of his duly authorized representalives t o

rani}iue p€srt}€ICuIt urcou°ds of the } ollc.ess}oueu' ; .
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VIRGIN, ISLANDS CORI?ORAT'ION

A report on oiir auditof the Virr .gin blands Cotporcition for
the fi ::cal , car 1961 "as.Mlti W to the Congress in AIav 1965 .
T[w rclmrt contained our opinion Owl the Arporst6on! titian-
cial lawnients presented fairly its financial position at ~1une 30 ,
190 1. and the results of its operations and the source, and appli-
cation of its funds for the year then ended .

1% Virgin Islands - Corporation was 1)lanning to make
c-,l,etttIitures for extensive improvements and relmirs of th e
naval properties whieh it was inana.ia' . In view of the peed-
ing, transfer of these-1)ropertic : to the Government of the Virgin
Islan&la, we recommended that the Ivimiclont of the (c,rporactioa

authorize only those expcnditnres of Federal funds N%hich are
required for normal_ operation and maintenance of the prof) -
erties. In Alay 1965, the president inforined ns that, lie- would

compl7- with our reeonimendation .
In recent rears the. Congress airtliorized reinnhill•seincnt o f

the Corporation for its sntrar operations losses from internal
revelti e collection., on article, prodticed in [lie Yirgin Islands
and transt-imied to the United States . These c-ollectiow~ otlier-
whe -would' have beer transferred to the Government of the
Win Islands as l`cdcral pant, Recause of the prlor c'onpes -
(sional :action and a continual increase in insular amcf - muciI L
revenues, we stated ui our step<_irt that the Congressmigltt v; Al i
to -consider reimbursing the Corporation foi• its 1i=ead gear 7 €6 1
sugar cgwratnt4 Im of S371 AM Pit the same malincr .

1
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NVA1'1~,it
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'1`111 : 1)1• ;1'-1 irrN1 mm , ar
1 1111; P'FF IRM AND '1'1ll=; CORPS ()I ,

Water reso3nrces develoliiaent atcfivit.i€`w (+l the I)cl)(Ii7Tttf'nf (i f'
the lmetior are . it many instaiii is. Werrelawd u kh Me c•i'.'i t

=rks activities of the Cq)s of ! iQ :c'('1n . For this r(`<son . v
report oil a c oniiiinvd lm.: k tltc re, alts of (mr all das or by fum -
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WOWS of t he two Et'nf`ilt ie in tic ` icrio ui A river ha sills .
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In Not'emlwr 1961, we submitted a report- to the Congress on

the wale oN'cr a period of years of hydroelectric power by th e

Dtlm"n"ia at rates which had been specifically disapiwoved

by Ow Federal Pottier Connnission. Also, in another ease ,

revise(] rates had not been submitted to the Conn] i issioll for
apin'oval . Section 5 of the Flood Control Act of 1941 provide s
that rate ,,cliedules_ for the inarketirtg of hydroelectric power

and energy by the Secretary of the fnterior from projects under

11ze control of the Department of the .Arinv become effc c Liv e

upon confirmation and approval by the Federal power Connuis-

sion . _ 11cavever, the act does not state milat action can or

should be taken ,%-hcn power and e=nergy are marketed at rate s

that have been disapproved by the Federal Power Commissio n

or at rates which have not been submitted for confirfnrition an d

approval. Because of the significant amounts of revenue

involved, -we iecofluiiended that the Con g ress consider- ameiiding

the act to corer these points .

	

4

COLUMBI9. RIVER Poli'ER SYSTEM

During Weal year 1965, we submitted a report to the Congres s
on our audit of the fitrancial statements for fiscal Near 1961 .,

prepared by the Bonneville Power A.chnizristration and sub-

initted -lip- the Adjiiinistrator in lien of combined fin<ureia l

st-ateinen(s for the Cohirrrlria. River- .I'mccr )-stmt as had beery

si-[l3nrit[ed in prior ear& The tcrin (soltrinbia River 10wer

System is imed to deserihv the power g-,ricratiiig activitW, of

the Comps of EIIgh('>"s and the Thir'eau of Reclainatkm and the

power-marketing etc=tiMics of the Ilmneuille lhmvr Ado inktra-
tio ri iii the Northumtern area of the Untied States .

The report c:ontVied mw opinion that the humieial state-

inelas dial_ not. prereirt fairy- the result§ of power o )eratiow; or

the fillailciail p sit ml of the iratc•grated 1roNver S 'ys~"In . Tile
G

principal rca.;oiis for oim opi 6m N"Ye that tree vom, of gNwrat-

inn power mere w p")pe2# di . domed iii the financial state -

alums; ter'ni von! alloeatto,i g were jacking for 9 of 12 gmucatrri g

projects in «lrcrati m at jun p 3t I963 ; mul IN alotes to they

hitancrial slateincrits did. not atimlriately disclose the Meet rt n

the reported financial lrositio r mid rmuR of operations drtrin }

111.



Ow li"eal l- ear 1963, of accounting practices that were incon-- -
: si~,;tew milli those of prior d= ears. We concluded that, until

financial'statr nte,its are prepared by the Adrninistration that
ftd(vv disclose and fairly present- the financial results of hove r
~o1ierationa an€l the financial position of the integrated poor=e r
systent in conformity Avit-h the principles, standards, and related
regnirehneuts for accounting prescribed : by the Coniptroller
General of the United ;Mates for executive agencies of th e
Federal Gov"no-init, our continued exaininations of these
financial statements for tfhe purpose of txpressing in opinion
thereon would serve no u seful purpo .-c .

We dill not audit the fiscal year 1964, financial statement s
of the Cohnnbia _lover Power Systein . IIow=ever, Nve did a
suhstantiid atlloh2iht of Ivor in cooperation Av-ith the llelhart-
melht. of the Interior for the purlhose of (let:evinining the forin
and content of revised financial statements that will l)rovid e
adequate disclosure of the results of operations and file finanic-ia l

position of the St' :;tein .

imi mi ` i s , r1 m

A report (in our audit of the Swi dietisivr-n. Poicer ',stem and
related activities for the fiscal .-ears 1961, 1962 . and 1963 was
suh nitted to the. Congress in ,lwie 1-9,6 . The term Sottili-
eastern _l? uvr System is timed to dewrii e the pilwat-p'tieratnhg
at•=t.hti ItGe9 of tlif __Aps of l_ II„nit_er8 and the 1n{ier-marlwtin g

activities o tilt.`- Southeastern Pomer _ dininistration in Ow
Sonfliew*,ri p aiTa of the p'Inted States . The report contained

out , op inion tliat the financial state units hwh iled lit the nTO!.t
dill not lir"ent fairy- the resists of power opvmtions or th e
'inallClid fits feeta of the IIitL C'Iti'd Iit]{ftr yst€'Itl lieCatik(` pro
-i :ions 1:<w i4prc€-iation . acerual of interest (,it the Federa l

ii,-vestinent, afrd various other costs allomtwd to ptn er and
other,I"ir to e are subject to significaut ic1insi .nivItt .

1)hFiing the 3war me (winfilete€l a review of t liomcr niarket . .

ing contract entered nit€i by tuts .` outhirescew lAnt ;f:'r AM .OS
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tration. which lu a km = the hv€Iroeleetrie power gencrated at the
in the Southwestern Powvr System. Our

review t~i~ets3 ;~ed that credits of 5171 million to be received by
the c(mtr,lctor Over tile terill of the contract for herforiniiig,
set~vives l :,r the Government exceed the :-aline of the sel~icey
by at lcasL $24.2 million and that the credits contain suhstarl-
tial inequities , which could -great[r- _ increase [lie amount In Nchic h
the credits are excessive . Ile credits are to be ap 1hA agains t
aniouuts hille-d- for power lurehased by the eontrmg or hunn the
(government. The contractor ;si,xtnd that the credit dis if ,-re d
in this report were included as a cost in mHing dle late ., A, hick
app)y to the power sold to the cont.raetor ou€ier t11e contrac t
and ilaplied that any nmdifeationof the credits woldd also hav e
,in, effect: on the rates charged . Our with official,;
of the Adual Power C.oilli :ission irltlicated. 1loitiever, that the

rates charged to the contractor were reasonahfe under the utar-
l et conditions prevaMng in the area and if an adjtlstnlent- s%~er c
made to the credits allowed no adjustment to the rates worl d
be necessary . AVe concluded, therefore. that. if the rate s
charged Lo the contractor are proper and should not he reduce d
even if the excessive credits are corrected, then the GoN erninell t
is incurring significant lasses of net power revenues because o f
the excessive credits .

fit our report on this reviewr, subiiiiaed to the Congress il l
Tunic 1965, we recoininended that the Secretary of the Interio r
direct the Adlllinistrator, Southwestern Power Administration ,
to negotiate with (lie contractor to chininate the exclusive an d
inequkabl€ credits .

rl'l j t iwtsim NT 11;1,11] !VI"l'110111'l'Y

A report oil out audit of she: fztlane.i2l statements of the:
T(utessee 1 _tll -y AuthwAy for the fiscal year 1964 wTas sulr-
imitted to the-Con Tess in February 1965. Our report contained
our olAnion that the financial stateinents premute€ . fairy- WAS
filtmwhd lnksi6on at lure 0, 1961 and the rnuhs of its opem-
tAns and the sotwee and disposlt4wit of in an=ds for tilt yea r
then ell{left ; ill co,lAnnit)' w4h , ei-wrally accepted acconlitin .o,
1whiciltles _ p1die€l olr a SO co,lMaellt with that: of the PW
Ceding fi= t ar and with apIdi able l i i r rl laws.
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CU tPTER NINE.

fleath Education, Welfare ? Labor ? an d
VeLerans' Services

DET1.1
Jt,j

r l.,'.I
,

TENT OF HEALTI], EDUCATION,
AND WELFARE

During the fiscal year 1965, our N1orh its the Del)(irtment- re f

health, Education, and I elfare JIVW) included revie«s o f

selected- activities of the W(Alfare Adaninistration, the hiblic

Health Service, the Office of l ducation, the Office of' the sec-

retary, and the Sp acial Security ,kdnlinist-ration . We directed a

major part of our audit effort to ll-I' W grant ltrogg ratns mtder

which suhstantiat amounts of Federal financial assistance ar e

provided for specified purposes t:o Stateand local groternmenis ,

educational institutions, and other non-Federal organizations .

We suhl tined 10 reports to the Congress, 8 reports to com-
naittces or A4enibers cif' the (aotrt dress, and 8 reports to agenc y

officials at headquarters offices or to local agency officials .

WELFARE ADMINISTRATIO N

Our work in the ff~'tkuw ,-1&nbdswadon was cao n1 .e .- um! jtl`k-

eipally wide selected aspects of inedbal ear provided to welfar e

recipients under the federally- aided pu.hlic Distance programs .

In this conuccti €gin, we continued our reviews of' Federal partic -

ipation in coats of umIng home sen is f j and drn, s and payment s

into pooled fends for medical care, and we started reviews o f

Federal paarticilla6on in costs of hoslailal enre and iii preiniuni

payments Ar it m1bal-care provided to m etfalr e recQnts tinder

insurance eotitrt€i

	

Our W01 was performed in the Velfar e

Administration I?e;adcluartcrs offices, ill V ashin ton, D .C.. and

in nitic States .
We saabmitied two repmts tat thc , f ong-Tess during ittc yc .: r

COnClerlaing the federally Hnanccd €- .:€lan relhgev pro ra"L M e

report issued in lW€ither 1961 commented oil fi€l aticial a i :,t ^
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atwe provided to ii>eligihle- Cuban refugees in the Miami, I s la . ,

ai'ca, and a second report issued in -March. 1965 pointed ou t

i eakiit , ®5e6 in the negotiation and administration of contract s

for Lite resettlement o1' the refugees. As a resit ol` our findings

and recommendations, %which-are described in inore detail in the

appendix at flag= 263, I1EW took various action,,; di _igned t o
strengthen a miitistrative controls over animauce pavuicut s

anAto, ilnpmve,contract ad ininisira Lion .
We subiniacd reports to the Congress in December 196-1 an d

,}aIluary 1965 showingi- excessive 1'eleral participation in ad-
ininistrative expenses for public assistance programs in tm o

States. As a result of our reviews in tilers` States, about.

$310.000 in excessive Federal 11a ty nieias s. ere recovered . Th e

deficiencies we found were sin-ii1air to those- i,e con) nvt tiled oil ill

	

i ,

	

z
reports issued in fiscal year 1961 on t%ko other "Mates, fuiiuei :

that inadequate methods A ere used to allocate State adininis a

trative expenses between the public a,,-sistance activities subject

to Federal Iital.ehing and those activities not subject to Federa l

matching. BeeaLise the aiiioiilii6 of exe.e+h-i e t etleral pav:t l (,nts ,

where det..eriiiiiiable,'aggreg ite(I all e ;iiniuted 52,,01,000 it) the

four States . Nve expressed tite opinion in our January 1905 report.
that the adequacy of cost allocation procedures in all State s
should receive careful consideration by 1 t l' N so that excessiv e

Federal inatching may be eliminated .

PUBLIC HEALTH SERVIC E

	

During the year

	

iDuring tyear S!'G continued our ri,L'iele' at selected ()Cclt .f311 F

of programs miler which the. Pub it- Ileahli Nvi- rice makes, grails
to states to wssiwt in providing variou, public health service .-s'
and Nve examined into certain activiiiez, at 'Public, llt'ailili Scrv-
ice hospitak and other installations .

In a mpori. on the adininAtmiku of the Is_11411"Mon 1lfq6w l
muwev and construction reins paigrani, mm pointed out amon g

tither ibingg a need for im1wo,ement in illy l:roredui`t fo r
plailnilgi lite hospital and medical iacllitic13 coll,50 , 11etioil pro
granm to 1wovi€lt, gwater aw-ilrttn" stills bwh PIMA land
privatt- .` 6u 1°. "_IoLalka hurti{i ods of mill{2}w of Iola " €nvi l
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year-sill mo 01 toed to rMlswict ra ,ilhies Alwh are not

needed or me poorly Maud . hi roipotise to our proposals for
corrective action, IIE

	

a ti isel us of imuicrous ~steps it ha da
been ant- wa,~ Eaki-nr to develop more effective, planning pro-
cedures . € ut- iinidinps are &c~cr lbed in further detail in 'li e
alilit'tidi_t .

in, another report we stated that there was need io con,si£le r
a modification of the ME -f ;_ealth Service Act under v,15 -1 i
niedical services are _furnished Nv it.hout, charge to ciN ilian field
employees of the Public Reilth. Service . "N suggested that
the Congress might CA to consider making, certain changes in
the law. I''tirther connuents on this natter are. oi4'en on pa gge 36

of this report .
Reports on the procurement. of equipment and supplies fo r

-1)aC{iag Gd disaster hospitals and the Iit_nn12s','enlei3t of vaccines

stored. for the civ-il defense medical stockpile sere issued shortlN-
a .ter the end of the fiscal year .

E
trtt(in ;t( f~ts a it :t. c cit' .i j< ,ahh

In -t .he otional 111stitutes e? Health ;,_ 1111 we rt',~I4`~re€l th e
tloii ,vIcs and, procedures relating to research lela'aa .tnhip grants ,

a
t n .' pit clinical research venter ~rairt < . and certain proc-iirenwin t

and property tamp Et'_eiit aetn, l es . ()iii` morl was perkwined

organhati'3in^ .
~

In January 1965, we subil2klml a q"wt to Ge ° .on!i 's5 on_
the ina lea wale. dviv-Einhiati€?nl W im irect Post: £illo to ice, win1 pr
certain rew _rch tutee gran s adn dni>tered p iiieiIia{ii iq
M. In r: we to the ?ilitlby, am! reCCsii :'tinei'da ions in th t

report tti ` hica . art- described at. page. 261 in ilie iiptwin£lix . ili' : W
z

ft£ltml. a{at at tnoti was [1cbg takni to i°s't7(ver iii tountti 1WAl i n

t \c ' i'.ss of 2nt`t- .;a1 indirecL co, t :_ ai a.ieahl€ . to t a ie research projects .
aIid the Nd Iie Health Service ha=nged its {i€illc`.}" to 1woF isle fo r

nego t Wt oti of >,arate inndirt et cost raw 4tlno qmnwmi-tqr

Initnt.litlt ;in :

	

lai'€)i'n€te tniiyT l.niiiit.t'tl

	

.ilttltoi`t .ii€ a

	

i't

	

i€'e

	

fo

	

flit '
research { .rojecu 11E

	

`'stated almi final its ini3t'i'n :d atuli t
£?etivitie:; -,v re }€ii a,_ str€ti a„'iitsmed to jwmity a

	

wwrn or €`€mn -
tililinn~

	

o ttne atiiiAdstratiow o i '-4arch,
Ytii'ii2{)Ii '_.i[it-io- ';iial trilling
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OFFICE OF EDUCATIO N

Our work in the Officevj Education during fiscal year 1 %)
included reviews of Federal grants for the construction o f
schools and educational television broadcasting facilities and o f
contracts- for research and for the guidance, counseling, an d
testing of students . Our work ,k-as done p6netaRy at agency-
headquarters it Washington, D .(_' . . and at selected o(hicationa l
insLi tlitions.

We std)niitted a report to the Congress on ot!r revie, of he
administration of the student loan proymn under Ole 11 of tht ,
National DefenI_e Educat.it}ii ct of W X As a rendt of wir

findings, the Office, of Education changed its procedures so a s
to niiniilize premature advances to l,articil}a+ing inslittiti<m ,
of Wderal capital contributions for strident loan hinds, v. idl
estimated s< .1'illgb in Ilte2(': (. costs of over ~]00,000.
report also coniilnented on collection l}rolileins at collie of th e
participating, institutions, and ,%e collet€ided that tl€ Office o f
E,ducatlon had bemi slot in takul{: effective sicpj) €o h–111) -th e
institution 's establish g"'€m! volle€'lion procedures . i ollo,~ ing-,
the issuance of our report the Office of< I' .±iitcation establishe d
procedures for the itistitlitronS, to fQlfOM hi r'(dicethig loans .
hi _Mardi 1965, we testified before the Special 5tit)nc}ililliittee 01 ;

1 nom ion . Hotise 'onirrdt tee, on f duea l ion a tid Lahor. on illu-
findings in (fill' rt'.pori, i, Melt are dencl'Ibed, i Sore f l! it , page 265
in the apperidir .

A repoff t ,.-as uhn ined to tine chairman. l-l€ n'se t_ollnnitWe
on lost; Office and t:ivii Service, (ti1 our r(I .'ie„° of aelec isd
asp c t.s of Contracts for tit{t<t 4 atht'rlilr;' a e td t11diC.i known a .
Projeet ', aRnL t_nr report was ubsccluently included hi the
comnlil ee report imthkd '11-Tic Federal PaperN% rk hill egle

11 . lieut . 522 8911) f:ong.) .

OFFICE O 'fill, ' i,ClM'`r H_V

M e C'f.mplef"A a rMie„ of the adillilli'stration ill one State U [
the program ider i hick nil l)lii p+ .r'

f,.
e.derat personal pr(}pert\ i 2

transferred to t i.:i=5iil)jxwtNI and nonl}rofit edueatbmal an d
health tls stitltthAis atul civil defense or nizat . tsils to tt`€' ~t:St '
educational_ ,)nick€ ' ll€=« ltio am! (•ivil defense #" tecmeN

	

L rem !
on till ; revIeNS, W

	

t_inll z(l «IMO t

	

after the etul of the i4 v an va n
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Q OCIAL SECURITY AD II-NISTRATIO N

Our audit p ork in the Social Sectirity Administration (SSA )
€lfitingg, ;i w.al sear 1965 -was performed it the a,gedict''s centra l
Mee in Baltirtlore . and at its ; payment. centers in Baltimore .
Am York, and Philadelphia .

In :February 1965, Nve submitted a report to the Congres s
relatngio payment of social security beldefits to representativ e
payees--Ilersons selected by SSA to receive bcuefi t> ()it behal f
of ininor and incompetent adult beneficiaries. V (.,, foinid tha t
the procedures and practices had rewtlited in the payment of
social security benefits to payees who were not using the fUtt€I s
for the 1)CW44 of the ;lerS011w entitled to them. The SSA, for

the it-cost part, agreed i0h our ilntiings and propos2a ; ;; to correc t
the deficiencies disclosed by our review and tool : or l.2rmnd~ied
to -take' certain action, abnol. at strenghieliing its f rove&ti"6

F

revie w relating to the selection

	

review of per rlorli anec o f
representative li 1t' e s .

In another report u n pokited out that, mitieces,,art rontat Cost s
of nearly $2 .5 -million Fsere n)e1 rreif 1"eeatls( Ma*vvd the
purchase of the ttlabi emnl)onmits of two aUton at~ic (1aL
processilig systems . 'VVe found that SSA did ,tot i4_tettuatel y

co nA£lcr tilealte?` make of nireh ring, the e£tltll}ttl( t o eitlier a t
tl)t' lime of or€h=ritif it or at the tithe the Depa1€inert fai Itt'alth .
l rltu`21tkmw al)d 'Welfare sulbsetll)end instructed it, col mfltlteil t
rift ees that :sueh an alternative ,shotil€1 be coil :,idere(t . ,- SSA
oflicla is .iAAnted us that steps ha; I been talkeii to 41- en"VEllen

lncitlagent nt a'• m;t t' & ovN- future acquisitions (f autCinatic dat a
l iroc € ;inn- cquil)l .ttejif including the £letermillakin € f rit e
method of acquisition deented to be iumt- ail4'£lllta„f e4311A to the
G£ov erillturnt-.

Also Ave is+~uvd a room to SSA €wring :lie fiscal year o.l ou r

alt olI :yr£lt activities at the fittllore central olllee m11£ l
included comic itts on the n€'eel to hitprove administrativ e
controls over mum reduce the cont of s1k leave used and rile nee d

t€) strengtlt£`ti lotenud iludit of payroll activities .

DEPARTA-1-ENIV OF LABO R

We, directed our audit elArtw in IN 1ic:ti(,r`trrrMY q, 1,flbo r
principally to re-vi "-i+ ing s lvet -d €i :pv : t' := of proa'`rani)~utilillll =

1 . £}



istered by the bureau of Employment Security and the Offic e
of Manpower, Automation, and Training ; reviewing determina-
tions by the Departnient of Labor of prevailing Nvages fo r
application to federally financed and assisted construction
projects; and reviewing departineiaNvide financial and admin-
istrative practices . We submitted 10 reports to the Congress
on these reviews . The principal findings in these reports are
set forth briefly in the followinng paragraphs.

In November 1964, we submitted a report in which we pointed
out that training cosh under the Manpower Development an d
Trainin-, Act of 1962 could be reduced and training could b e

ZI_

accelerated by increasin g the mum–nber of hours per Nveek for
certain courses . Inasmuch as training allowance pay menu are
based on weekly rates, increasing -the number of hours per week
would reduce the number of weeks of training and thus reduc e
training costs . We estimated that savings of about SI millio n
could have been realized and that, ultituately, savings of about
$7 million could be realized for each 'hour by which the instruc-

tion period was increased . In response to our proposal, guide-
l ines were issued providing -that all classes be planned for a
40-hour week and that classes for a shorter period be approve d
only if a 40-hour schedule is impractical . Tbe previous guide -
line-, normally considered a 30-hour week as the optin-imn .

in a report submitted in April 196-0, we poiated out that the
employment security agencies of five. states hive preferentia l
treatment to certain Federal retirees by allowing them to receiv e
both unemployment compensation alid re.t.irennent pay, where-

as private industry retirees are allowed to receive u-nemployntnen t
compensation only to the extent that it exceeds retirement pay .
We estimated that this practice results in the payment o f
additional unemployment compensation of as much lis ;)2$2,000
annually, the cost of -which is borne by the Federal Government .

`e had reported on this situation in connection Nvith prior
reviews. Our current review led us to believe that action b y

either :tine Department, of Labor or the States to resolve th e
t)roble111 of preferential treatmetlt was not inimuie',t1t . Cojisc. _
€luently, ill our Argil 1965 report 'we recommended that. the.
Conngress consider amen€Brig the federal uacntploy inert coIu-
pensation lase to specnlieally pr€ elode thi, preferential treat uen£t .

J20



In November 1964. we reported that as a result of encourage-
ment by the Department of Labor, the Mates of Oregon and
N1'ashington incurred tumecessary costs by extending thei r
federally financed employment service activities to provid e
placement and other employment services previously provide d
by ` employers, :schools, tuiions, and other organizations . We
pouted out that it is likely that other State agencies also
folio wed this policy which . in our opinion, increased federal
costs with little prospect of improving overall job place i tuts .
We recommended that the Secretary of Labor limit the use o f
Federal funds to employment services which do not supplant
services adequately performed by others and to service s
which may be expected to result in significant- increases in jo b
placements .

During'-the year, Ave continued our reviews of determination s
of _prevailing wage gates by the Departniera of Labor under th e
Davis-Macon _pct and related legislation . These rates apply t o
federally financed and assisted construction projects . We
issued three reports on -this subject. In general we pointed ou t
that the minimum hourly -%wage rates for mechanics and laborer s
employed on certain federally financed housing construction
projects were improperly established c> the Department o f
Labor. Instead of prescribing wage rates prevailiicg in th e
project areas on private housing construction similar in char
acter to the federally financed construction, the Departmen t
prescribed higher rates being paid on commercial-industrial typ e
building construction . We expressed the belief that the inlprop e
erly established wage rates were considered by the contractor s
in their project bids and that generally this increased the cost ;
of the projects to the Government .

`l'he Department tool; the position that federally- thiance d
housin( construction : differs from private housing constructio n
and is similar to couiniercial building coy€stmet .i€en, We do
not believe that ,his position is realistic or that it is iii harmony
with the itrte)it of the lain. ; lso the Departjncut based it s
determinations on inadequate inforn►atio€i because it did no t
inake on-the-site survevs . ln ' response to out, recorlinwildation.
the Dept rtinent informed its of ceetain ste le: it had tal en in
order to jnake more realistic A age. rate deternuitiatious. Fur-

ill



Cher details on these three reports are included. in the appendix

beginning at page 266 .
With respect to :departmentwide financial and administrative

practices, we pointed out in one report that inadequate admin-

istration of centralized payroll functions had resulted in a sub-

stantial number of salary overpayments and overstatements o f

leave balances. We found that the Department did not hav e

adequate systenis of accounting and internal control, includin g

internal audits, to ensure that aniounts due employees -wer e

properly determined. We also found -that responsible em-

ployees were not adequately supervised or informed of the

requirements of applicable laws and regulations . At the end

of the year the Department had made considerable progres s

in carrying out our proposals to improve payroll administration .

In another report, -we pointed out that the Department ha d

delayed in obtaining the return of fluids, amounting to abou t

$1 .1 million, that had been advanced to State agencies for us e

in training the unemployed but which Nvere no longer availabl e

for use. In response to our proposals, the Department in -

formed 2s that it intended to apply the letter-of-credit pro-
cedure, developed under the Joint Financial illanageinent .
Improvement Prograin and being used successfully by certain

other departments and agencies, to all major programs of th e

Department . Under this procedure, funds are advat .:ed t o

Mate agencies -to coincide -with needs, this resulting in interes t

savings t.o the 'Government by avoiding prematt2re advances .
We also poilrted out that the Department had purchase d

iww office furniture costing about SL million to replace furl-litur e

that -was still usable, and that adequate consideration as re-
quired by General Services Administratioii regulations had not.
been giveii to the economy of retaitiitig and, if lwee sar} ,

reconditioning the replaced fiirniture. We also foetid that the

.Department was financing ftirniLure procureittent bN repro-

graming 221}used knids budgeted for other purpost. . il-its eir-

ctnnven ing the regular appropriai ioii process. Piirsuaiit to

our reeo2i meadation, the 11_eliarl:2nent. devised procedure s

whe-rel)v Rinds for the procurenient. of finr nittire -will be Spe-

cifically~ regtiest.c(l in the budget. submis-sioi2 atid Mated tlla€ it.

would further improve itr= property mailage3twill lwoa'edllres .

122



Ale also reported that the Department did not adequately

ttonsidcr the financial advantages of purchasing over leasing

a utoinat is data processing systems. liollowing our question.

iug of this matter the Department advised us generally that i t
would make a careful lease-versus-purchase analysis of its com -
puter czfltipment and would initiate an examination into its
long-ramse needs .

`-Che. Department iii bast years has made only limited progress

ill accounting systems development ; however, the progress

made by the Department during fiscal year 1965 not only indict

cared a desire to improve its system, but to complete the work

within a reasonable time. Turing the year Ave reviewed cer-

tain proposed methods and procedures and consulted with and

assisted the department in resolving questions arising out o f

the development work . Also, the Department created an in-

ternal audit staffpursuant to suggestions and recommendations

in our reports on administrative matters .

VETERANS ADMINISTRATION

Our work at the 'Veterans Adniiii istrati.on, (VA) during tii e

fiscal year 1965 consisted principally of reviewing selected
phases of the medical, compensation and pension, loan guar-
anty, life ilisnrance, personnel ; and supply management pro -

rams. A e submitted 13 reports to the Congress oil our

reviews. Also, -%i-e submitted 5 reports to Members of th e
Congress in response to their requests for information an d

issued 23 reports -to agency officials . The major f_i?dings an d

recommendations included in our reports to thy: Congress are

commented oil briefly in the following paragraphs .

_Wedical Prograill

.In one report, we stated that our review at elected field
stations disclosed that planning and adminisirat .ion of the NT

program. for installing data processing equipment in hospital s

was deficient: and -that operat,iag costs increased $1 million a

year without coninicusurate benefits . In response to our pro-
posid that consolidated itistallations be established where

justified, the ETA began tmell a prograin w4iich . accordin g lo
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the VA, would result in annualsavings of over 6900,000 wher e
fully implemented.

In another we ex messed the oi)inion that based oi l
detertninations by the professional staff at VA hospitals, th e
VA inpatient dental program provided dental services tha t
seemed to gobeyond the limitation of reasonable and necessar y
care. Oil the basis of the restilts of our selective. review, -we
estimated that the _ A inityht be incurring uimecessary cost s
of as inch as 1 .3 million a year in providin g, stick services .
The V_I'V did not agree that the services should be limited unde r
the conditions we referred to, but did recognize that a wid e
variation in practices existed at the hospitals . _vccordiu q"l}' ,
it, prepared guidelines to clarify,- what consktul-e5 reasonabl e
and proper dental care and -to achieve uniform practices in
respect thereof.

Also, we found that excessive cosh Nvere being incicrred at l'_L
outpatient clinics because climes were filling; prescriptions with
brand-name drubs when prescribed rather than using less ex .
pensive xenerically equivalent drugs, As a result of proposal s
we made. to reduce cash ; the A distri fitted to private physi .
eians a prescription form by which they call authorize elilai c
pharmacies to dispense generically- equivalent drug if brand-
name druf-,s are prescribed .

Compensation and 1"ension. Program

During the year we continued reviem s of selected compensa .
tion awards made b VA regional offices . Our reviews were
directed primarily at evaluating [lie reabcivabl dress of time bene-
fits awarded in relation to ACs criteria for marding benefits .

We reported to 't1te Conk rep dial, although the standar&
for evahaathig certain (fi :,ah>litics li l been re ` iwed, ii Nvas th -
V's pone: inot. to re imv and adjust exismi di ;al)ility eow -
pensation awards to coritoriu to Ow revised mandards little- -
the caseE~ came routinely- before a ratin", board for ianotll : '

purpose, NVe estimated t11 at c((nll onsatioli t" ;ene r i, rzlnt.>.iai F
front $ 3 million to $182 million imtjld 1-,e paid b tlae i n
exc( 4 's o dim; airiounts tll(rt woul(1 be p ai(1 (indel` the' revlse( 1
tttndarcl,. tir l Ite No 't pe , of 411saliilit ie-i

	

me 1°c'N ivwell ,
if tlI(' r(' :7111t# of (}ii€` l'(~ 'j € :6` %S 1, one t<','`i()i1 1 ( ;slit .!

	

ivn— rr'm-c .-'ent °
at-I 'e- of E`(illfl[ {(3 ;i
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tl1i'r {37~tI"
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dw (i(? :~iIimI

124



that no review should be rna€le for the 'Purpose of adjusting

disability ratings to conform to the revised standards until a

study it, was making was completed . However, siice excessiv e

payments -of inillious-of dollars could be made iii the interim ,

we recortrtilelided that all applicable awards be revicived an d

ratiriff; be adjusted to conform to revised standards.
In anther report we stated that, on the basis of a projectio n

of the results disclosed by a review we made at, one V_A regiona l

office, it appeared' that net overpayments of abottt $2 . 7 million

would be made for disabihty benefits awarded by that offic e
because it did not adhere to established rating standards o r

give adequate consideration to available information when re -

Viewing certain compensation cases. The V-1 did not agree

with our findings and consequently did not agr e to make

another review of these cases . At -tire end of the. year Nve. Nvere

continuing a erantination into the extent of adherence t o

ratintr standards by other VA regional offices .

Loan, Guaranty Program

We reported on the inadequacy of the of€'orls made by the
Florida VA regional office to effect colfeeGott of abotit ) i` inillio n
owed to the Government as a result: of defaults on housing

loans' under the loth -tiaran1v program . '11e r€uional offic e

had failed to follow procedures prescribed by the Washirtgtol l

central office:. l;ri response to our .proposal that. rite VA take
necessary ineastires to determine whether cemr_tl office inytrue-

tions were being carried out eff 'ectivcl - by Cite re, ,ionat offices .

we were 'informed of certain actions Iliat ' 1 proposed to take .

Life Insurance

for reviews of i:lre VA life insurance program daring th e

year were directed primarily at the effect .iveness of VA pro-

cedures for (1) tes°rt uiatirtl benefits. upon fall or partial recovery

of the insureds from total disabilities ; (2) at provim), the iAstrance

of -total disability int;onic pre, isic 3 insur<aneVz and (:I) the

subsequent awarding of benefit : fancier disability income in ue -

fl rt, _ante:

	

esf4 r=.:} tf s were wt.tll in I}Eo ;oa°e5s at the e err€I of tile,
fiscal }'eat€' .

In one repor -€. i;v stated dial. Lander iiicorr ct criteria estab-

li<ltctl by :tit€ ;- . sck:t•vilt-€lV;tts}le€l veteran :; life iftsttr<Irrr,st fr«d

a
J :=i



been issued to many veterans Nvlio rnet good health standards
and who therefore were not legally eligible to receive such ulsur-
ance At the time of otlr review, pe!icies having faea amount s
totaling about $189 million were in force. The VA informed
us that it was of the opinion that the program was being con -
ducted legally . However, inasmuch as it was our opinion that
the program was not being administered in accordance with th e
law, we recommended that the VA revise its eligibility require-
ments so that future issuances of this insurance would be mad e
only in accordance with the wording and intent of the law .

*c also reported that we had estimated that the federa l
Government had made more than $100 million of excessiv e
contributions to the VA insurance tryst funds because the VA
had established unreasonable criteria for determining whethe r
deaths or disabilities were due to extra hazards of anilitary
se"Vice and because sonic determinations were not made in
accordance with the VA's own requirements . Our estiniaate was
based on a_ projection of the results of our review . After we
had proposed that the VA revise its criteria, the agency mad e
souk changes in its instructions to exclude certain types of cases .
Also, the VA recovered or reduced the Federal Goveriunent 's
contributions by about $3 .9 inillion through June 30. 1965, oil
cases we had reviewed or as the resailt- of its review- of additiona l
gases. Facture savings on these cases are estimated at abor t
$600,000 a year. '.1 he agency lias taken no action, however ,
on our recommendation that its review be extended to cover
eXtra-hazard €leterininations on other hives of insurance eases .

Personnel Pro raill

N c issued' two reports on re%°lev,'s of selecied aspects of VIV S
personae= prograin, once dealing widl ca is lilliforill AION%7anee s

paid by the VA to its nurse .; aalid certain other eiliployees, ran d
One cleating witli the feasibility of combining addit ional per -n

	

.7

sonnel office8 of Vi field station,;. Acting oil our report oi l
Il ' rtllaiforl~~ sa_ o~vaaaace ., t.l.ic. ~`~A reclaleecf the zlliat ;llllt. of till ~ indi-

vidual ialimi.-a ice, paid to 11x11 c= alias certain other eiaal loyee .q .
The VA €' :=~azaiaati=dl dizat tlils- lac'tiola %kill r€` allt lla atolllal 'taz`l[ l s' 3

of aaltc l i t `;181,000 . Ili , VA int'O ni€ad cis, bow(-V i ~ 'r, Iliac it did
f

	

1

	

fnot flan to €~.oil ;~olic€-,.a[<= ally of Olt , ~ac,clitl ot ,tl ,€,~z>SIIiLc <rt3i€;{~ ;
ide-wif1ed in our reli(-}rtF addioit'01 ''.1e beIi(-'- (- tla - ~ aavilgfs €d ,

:about 100,000 <al°lilaa4 lly c~caalld be re llized .
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SIII)I)l'y I t anugentent Progra m

)tj re p iewcs of selected aspects of the VA supply nmuagemenn t
pro,,-ram principally involved examinations into possi! e over .
stoc dug of equipment and supplies, possible centralized purchas e

of certain drugs, and possible use of property= declared exces s

by other Governnnenit agencies . We reported that because of

Ave ;ikaaesses in supply management procedures, cquipment and

supplies were being overstocked) at two V supply depots. The

VA agreed generally with our funding and took certain correctiv e

actions .

Other Program s

We subnrnitted a report on our audit of the fmanncial statement s

of the Veterans Canteen Service for the fiscal year 1964, in whic h

we expressed the opinion that the statements presented fairly

the financial position of the Service at June 30, 1964, and th e

results of its operations and the sources and application of it s

funds for the year.
We also reported on deficiencies in contract .-Idmiriistration

that resulted in additional costs of about $93,000 for exterio r

concrete connstruet.iou at a VA hospital . After we )Wrought thi s

matter to VA's attention, it obtained agreement fronnn the coin -

tractor to replace all remaining defective concrete, estimated to

cost about $65,000, without any charge to the Goverimlent .
Twenty reports were issued to the heads of VA field instal-

lations durinn the year on reviews of accounts of accountabl e

officers. These reports dealt primarily with deficiencies in

Procedures relating to payroll, travel, and other administrativ e

exrenses .
In fiscal year; 1963 din(] 1964. we reported to the Cojn gress

that rental aand utility rates charged ,'I- eulpioyees for certai n

Gover-inuenL–oi- nne.d housekeepim, quarter; and rental rates Io r

(TT araffes used to house persona I[A owned aat=tortiobiles of certantn
t

	

` t
1` ennnlild) t €'.: were eonnldien'dal3l}' loit'd`_` ilnbntn € haa r t es for ronnii .<a r

facilities inn the forroriudinne4' Conran rmitnes . In fiscal \ clar 1965 .

we fdnannad that, a kt n<isin(t of our rd4connnarnennd~~~tzd~tis . v x ~ had"

nnerd'_medf €'har d°.s to eutploees and that such ac lion Nvoidd

result ill road t e« _end rev—2nue , to the (xd?i-i'rollte nat of Gabotj I 15-000

a year .
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CHAPTER TE N

Treasury a Post Office Departments

TREASURY DEPARTMENT

Our work during fiscal year 19615) at the various 111areau ..
and offices of . the TAasui-y Del)artinew was undertaken in the
central offices in Washington, D .C ., and at varions field offices .
We directed our audit efforts principally to selected program s
and activities of the Bureau of Accounts, the Bureau of C:iis g
toms, the Office of the Treasurer of the United States, and tl€e
U.S. Coast Guard. Also, Ave made reviews of selected activi-

ties of the Internal -Revenite Service . As reanired by lacy, ive

examined and settled accounts of the Depari:nlelWs disbtirsing ,
collectinff, and other accountable officers .

Mirin g the.. year we submitted eight reports to die Coii ;iress
an tce-o reports to y :lem ers of ehe Congress . I' e also issued I
reports to agency officials in Washington, D .C., and -9' report;
to agency field officials . Our reports to =:tgenc.- officials dealt

T it.h disluirsin- and certifyin g functions, st;t .tlettleirt o ;"teCOt ILS ,

ipayrolls, and selected administ.raiive oueratio€29 and related
financial practices .

We performed att lit work icy. Ibe "tre"111. o Accoli as neces-

°iz:3 - to settle t.. iE i:i'emints of Trea stiry is€:.p arintem,, didtllt~s ;,jg
i.

	

- t

	

-

	

ff o If-1e-

	

atz€~ffiee€s at si p la~catit?tts, 'tile iccoa_ilt> of ct:riiftiii,̀

	

I-S

five. location:;, =am the accounts of all Distt ad t t_jirectors of
Internal Revenue dirongh the fiscal yeas. 1964. Y"e also issited
certificates of .ett.le.lueiit coverilig the ace-mats, ott all Sttit e

Deparuneut <_li bmsitif?` officers, acid the <i='c' €iatlile of Eif,lir€gri n

niatel5 ` 300 oille dlisi' . rsiii ' officer . ; oil V li ili-15 L,01cles 't;11iou-1 i

the fiscal vea (. 963 . Other al di-L: Nvo k iticlticic_•dI •evICIV and

Coll iite)'`+!0, #iintl' 01, atiliro-rittioii Avar atlis mid review of Ole.
~i~~ilitt( ' i t t of

	

Lc€it i t -,€'ifid?t .t` ii[ltl titlf'i? .

	

s

	

€re
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r . . ;~aied to -acency field officials as a result of our reviews a t

` I ' reassn•y alisbursirrg offices .
In Al arch 1965, we reported to the C:ongreUs on on- review of

the Treasury Department program for compensating 4'ashing ,
ton, 'D .C., area banksfor cashing salary checks for Fe-l .era l
employees . We pointed out that the circumstances ri .ade
Nvhicb the prograi Avas started in 1.913 had changed mat:eriAly
and that compensating the banks for this service no longer
appeared necessary and therefore should he discontinued . We
pointed out also that banks were receiving compensation for
cashing all `types of Government checks, contrary to the pro -
visions of the original a reement . In accordance with ou r

recommendation, the Treasury Department discontinued th e

check-cashing agreement on dune 30, 1965. `c'v'e had estimated
that annual savings of about 270,000 would result if this

program }vere discontinued .

tmmt~t- ott cus,roms

xOur audii work in °the Bureau, of Custom was performed i n

washing toll, D .0 ., and ili six selected collec;t.iox) distriets. Our

work Avas concerned principally -with revie—s of controls over

importation of conditionally- free carpet : Nvool and controls ove r

and collection of receivables ditty from raps ter° and ear'rlers .

We rep icived t:he internal amlit. pork erf~nlie-d by fora- district:

c•oarsllt,-oliers of custoins M d issued reports to the colralltroller s

oli. these rf': let'+b . _N~"C also made reviews. of selevled asc .nrr)l-
s o f isir1 ion operations hicli1€ i (t-t;r= t1ell! of e=('.-coluit .-s oft c€rtaili

collectors of eustonis urd of the Bureau's ac eount<ah1v ofticea"s i n

%ashiligto11, D .C.

In <a report i ssae l to the C ;ornnli stoner of t u : loins Ive

r°cor))nrertalc°tI that control :- be ~it,`era tlrc lc>cl to IllirairrrM, arrrcco -

noM cal travel practim; au lle headquarters office. The

Bureau ;ubsequend rss :ied instructions ititendecl to Corr€ ct The

defrciellcic3 reported, p ast,, w ismed 4a reirort to i-lac: Com-

missioner o Custom, rec-oillilr_ndin that . rgptrlalio!14 be revised

to prt-wi l l re:vellue

	

c'<_au„cd Ov 11.rporier .A. (lei :I'l

	

11. 1 (1 Hill zi-..

€t? ;'YIrrI€la 4 aije.l . ?1l y ing dutici on ' inport :l -ilons o

	

-pl lr +il:l)h€

products. 011 m rt.€+ifs of .-l .i€_

	

tl.lti`=_.lo-z.,14 b € tir EiliiiLeC
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tesis, we pointed out that if similar conditions exist with respec t
to the others imported products the losses could the substantial .

OFFICE OF THE TREASURER OI{ ME UNITED STA.TE S

We submitted a report to the Congress in September 1964 o n
our examination of the financial statements presenting -th e
accountability of the Treasurer of the United Mates at .rune 30,
1.963; under her custodianship functions for the safekeepin g of
public funds and other assets . We expressed the opinion tha t
the financial statements presented fairly the accountability o f
the Treasurer at.Jwie 30, 1963, and the changes in the account
balance for the fiscal ;-ear then ended .

INTERNAL REVENUE SERVICE

Our Avork durin, the- (seal -veir at the Internal Revenu e
Set-vice (ills) related principally to reviews of the ai ., .ount of
interest paai(l car certain tax refunds. controls for detectin- non -
reporting by z.axpayers of interest income received on tax

~
refunds, requirements Tor pay-hiaent of serf-employment. taxes ,
the IRS policy- for reimbursing, employees Who Ilse privately
owned car for official business, the procua'emenL of certain
ofhce: foraiitr irt, I-Ind selected admitaast.raiive operations rand

_L'Clittf',t I~i7f :-2,tlt.t2,1 1?ria",ii('t• ;~ at tie~,'~'rcll € 'l54S r'tgLCD]lal OIee :+ .

Ira a report saibmitt.ed to .ihi <<orr~ri"> in May 1965, we pointed
i

out dI at excessive interest costs were ~}eah2~ incurred by the
Government because under provisions of the Internal 11eventi c
Code the 1111(mm , Revenue Service c:otd-d not, in most cares ,
make interest:-free income tax ref-mid- ! .o taxpayers who eithe r
dela,cdl filiiw, initial tax return .:; until affer prescribed chie dates
or filch under granted extensions, of time . The. Service i s
Currently required to pay, interest at 6 percent per annun-I froii r
the pr* crilic•d (hie date, o the returns on overlrEhymer :as n(A
refinided Within 45 dav-; I liereof reaardle s of :a"hoilter exaeng]c,MS,

of t ;1-c; for 1 bit ,.,re -r anted or m - lhet ►her taxpayers delay filar t
3 'returns mail niter the c piraition of ila, 5—day period .
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In view of the increased number of exvmsions granted, th e

late filings, and the substantial interest ~.ost incurred by the
Government on refunds, we recommended that the Congres s
consider amending section 6611(c) ine 1954 Internal Revenu e
Code to reduce the period for which the Service may otherwise

be required to pay interest on overpayments of inconie taxes i n

cases where extensions are granted or returns are filed late .
During the fiscal year we issued reports to `Vashiiigton an d

regional officials oil reviews of selected adniitiistratit-e opera-

tions and related financial practices in four regional offices an d

the Northeast Service Center, Lawrence, A1as€.. In these

reports iue called attention to various deficiencies in admin-

istrative controls and procedures in connection ~i-idi 'lic parr
inent of salaries, tray=eL, and other administratiN ,e expenses .

Service officials, in most hi!;tanees, took or agreed to take tite
necessary corrective action on these it_att( res .

We also submitted a report to a -Member of the Co .ngress oil

a -revi,.cv iiiade it his request in rMiieli we coniii ented on th e

extent and effectiveness of certain actions the service had take n

to improve sell°e nployallellI tax reporting to the °;oeial Sectirity

Administration .

L%V COAST GUAR D

Our midi.t i%-ork in the U.S. Coast Guard €tui'131g li~',Catl ~-ear

1965 inchid : d ='e~ 1e Si of thei1 f iliz at-ion o and pkil :- for I't'l0acil i

h ~nti aeuJuraailce : essels ; the proccu rtt-inen of certain 1)oN :'i r-uni t

etaal ps ; potential savti igs din)ugh Whig Folt` al a hnising

Ndmtl tc'a_ion Mums as i-i t .ail-tCi- for i .liri~o ili<- We -

tiveni-is c; the training ling i __ B tiIjanize<_t Reserve I NTsnn .

li{'l -t the cost. of transferring iii€ np1 `rf-, indirecO y to jV : inane!̀

(111t

	

ttaitioli`r, allil the etfcctiS -E'zws o f the usv of ,I1xii[l)f ?i v.

Four Y 3 i '. S AVerC SA l,littt,{l k) the C .<?csgi-'`,`; W foli#_' other

jTpo} t .'€'re in Imucess at the e"d of die i ='ali _

in a' tvlwrL sAmitted to the <Migres, A ,lay iar 1065, we

1?{h(:'f That sa ngs o aho"t $55 i 1it"M iii ( . OW

Ci'ils 1= ;i2 vwz t~, am! nai ht ty o f Am 83,AMi .WHI a n u_ k, h i

{ ,,s(, l operating €. ~4~: voidd Jw a:€hit'val if Me t-A .t '"ant
~

	

f
-

	

~}~fiiil~l . {.dl aik__' ll.-' t~i~;i€ q to i='d~<i:>fi 13 i i.

	

ia'"iP~i'li€il1 .Lia'a't` Vf .:_ ;; eh il l

dw Eastern area . Onr auali °,i ; indicaied that . it iced oi l
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Coast Guard criteria, the work previously perfornied lhyr the
present fleet of 2. 3 high-e- durance vessels could be performe d
by 1:7 high-endurance vessels and 4 lower-cost inedi`um- '

endural ce vessels .

In connmenting on our views, the Conilnandant of the Coast

Guard stated that the Coast Guard Relieved that its pla n
represented all acceptable balance between economic consid-
erations and operating requirciuents . However, in view of
'the substantial savings that can be achieved, Ave recommende d
that the Commandalrt consider reducing proposed acquisition s
to conforrri more closely to needs as indicated by vessel ut.iliza-

tion data and current operating standards . We also expresse d

tile, opinion that thie need for rehabilitating and inodernizing
six high-end-urance vessels at a cost of about M.600.000 wou d
possibly be eliminated by adoption of the foregoing proposal .

In another report we pointed out that: the Coast Guard was

nlainLainin all excessive inventory of lighted-iype buoy bodies .

11k situation occurred because adequate criteria had not bee n
e=sealdishe and inventory levels had not been effectively re -

v is ved. On the basis of our proposals, the Coast Guard tool
action to curtail production of these buoy bodies and to curtai l
production cif unlighted types as well . This action ma ,N- reduc e

ems.xpendittwes by a`out. S.11,.085,0010 over "t.he lie_x[ few years an€ t
€°onseffuolit.ly shou3€£ result : in savings of interest costs .f Y

Also, we ponite€t out that the C € m thmrd had been Waring

(lentecc `3ary (Ms b failing to ice vailal e technical. data to
obttliii com-petition in rocs€i_Ing €'i .€`uibi power unit damps .

'

	

}

	

~
fi t' i t ioriUe "t4} our [S .' = 3 .1 £il , the Fi_ ,o :3 i Grti it€e ineoriiltl it tha t
it mus anli'ii€thg le s i g,Iiiton,--, to •st OSS 00111pet ;tive procure -

meiit procedure ; and An tt=_o-ugh their it-se it ha(-_ received a
lmv bit of $1115 a imit= Q tiCt€4i kinal damps <'atit i t ?a ed to the,

,'86.80 it unit it had been pa lilt,'

	

W€'

	

! .Edit the Coas t
t lard will `ave about lt)ii .ti%D iii its antivilwiim addikitia l
i`t'ctilii'€`11iet'tts foi` siti°"h damps are ntt t i z tli 1 "

n a import 1`i n d in liscal )nor 106 K m Iwoewon! tImt: the

Cow4,t (;uar€i emi.i ter a i! i existing Ianc! Or 1[ 1t(k , :m t xt an-

sion [nir cones 'a t hei' Ilt-a l re€lainiiik )tfS~iti"~' '-lilt- at ''itta't '

emf, it 9 p l•li UM . in 1' €'[i1 "7.car 1-963, f", Coast >-- 'lard lii7or"11,1 1
us that it, had _doIn 'il i t',an Ming Ar sane use or xist 3

laird w1kch Noll€d reduc e vosiri 11,;- about J710 t :tit=e

1313
7471; 4S7—06- --!()



POST OFFICE DEPARTMENT

Our work during the year at the Post Office Del-wrtinent

included reviews of selected postal operations, payrolls an d
other financial activities, lease-construction of postal facilities ,
procurement of postal equipment and supplies, and transpor-
tation of mail by air and truck. During the fiscal year iv e
submitted to the Congress 14 reports relatuig to postal activ-
ities . The more significant findings included in these reports
are commented on in the follo%vin(y paragraphs .

In a report submitted to the Congress in November 3964 ,
we commented on the award of contracts for postal supplie s
and equipment, particularly stamped envelopes, to sole bidders
without obtaining effective competition . During our review
we had called the Department's attention to the lacy of effec-
tive competition: in procuring stamped envelopes, and the De-
partment subsequently used competitive negotiation procedure s
in awarding the next contract . The Department estimated
that the cost for -the 4-year period starting January 1, 3965 ,
will be abort $6 .25 million less than the cost ruiner the previou s
contract. We recommended, however, that. ne„ otiation pro-
cedures not be used fo:° further procurements of stamped enve-
lopes until it has bc9n clearly_ determined that effectiv e
competition cannot be ob ained by use of forrual advertising
procedures .

10 assure obtaining the lo4vest price available . Eve reconi-
ineuded that, in addition to soliciting prices for total require-
nients of _,taanped envelopes, usi ;~g an embossed stamp, alternat e
prices be solicited on a partial -r (- +V irements basis and for othe r
types of printing. With respect 'o certain other supplies an d
equipment, we reeoinnzended use of negotiation procedures i f
adequ{ate competition cannot be developed by formal advertising .

In another report we stated -that the Post O gee Department
had adopted an improper cost allocation practice which resulte d
in the Department's selling stamped envelopes at a substantia l
loss during the 4-year period ended June 30, 1963 . The De -
partinent is required by law to sell statuped cnvctoE)es as nearly-
a- ~ .,3ible at coat, but not less than cost . The Departnicil t
had unprf-)perly deducted comprated costs of about 10 .4 million .
=also, it traacle certain coanptatation errors which resulte=d in a n
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overstatement of about $4.1 million in the cost allocation . We
estini aced that, after taking these amounts into consideration ,
the cost of selling stamped envelopes exceeded revenues for th e
4-year period by $7 .5 million as compared Nv th the Department' s
reported loss of $1.3 million. In response to our proposal, th e
Postmaster General advised us that the Department woul d
discontinue the practice mentioned and that if a revicww- reveale d
a significant deficit in the sale of stamped envelopes, corrective
action would be taken in-imediately . Oil September 8, 106-3, the
Department announced that effective September 11, 196-3, ther e
would be a substantial increase in the price of stamped envelopes .

In another report we pointed out the possibility of savin g
more than $1 million a year in manpower and rental costs b y
consolidating postal operations and reorganizing postal servic e
areas instead of acquiring additional facilities to meet expandin g
space requirement-,. We also stated that savings of abou t
$112,000 a year could have been realized in specific cases by
closing post, offices at which postmaster -vacancies occurred an d
by providing service by more efficient means . Inasmuch a s
our review covered only a few of the more than 44,600 porta l
installations, we stated that significant additional reductions in
operating costs appeared to be possible by consolidating posta l
operations .

We noted that the allowance for space and utilities, equal t o
15 percent of the postmaster's salary, paid to postmasters o f
the larger :fourth-class offices greatly exceeded the amounts paid
for these same facilities when the post offices were in the thir d
class and the rental rates were negotiated . Our review of
allowances paid to postmasters of certain fourth-class post .
offices for providing space and utilities showed that . savings
estimated at about $800,000 annually could be achieved if th e
Department were required to negotiate agreements with the
postmasters as to the amounts to be paid for these items . NX :' e.
recommended in a report submitted in June. 1965 that the
Congress give consideration to enacting legislation requiring the
Postmaster General to negotiate fair rental agreements for th e
facilities needed for the large fourth-class post offices o r
prescribe some other method of paying .for these items .

Our review of the utilization of snail-flo equipment at rlwe
Chicago poet ofli€;c disclosed that, sev"nil large segments of th e
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etluipinent installed between 1959 and 1961 and costing abou '
$558,000, were never used or were used only for a feu days after
installation. iVIail-flo systems- are comprised of networks of
conveyors which transport mail to and from various gr ail proc.
essing centers in a post office . In response to our proposal
with respect . to this equipment and our proposal that the
Department determine the extent to which snail-flo equipmen t
is unused at other postal facilities, the Postmaster General
advised us that a committee bad been established to study al l
mail-flo installations to determine the precise nature and exten t
of any corrective action heeded.

On the basis of our review of procedures for remitting c .o.d .
collections to shippers Ave believed that savings of abou t
$600,000 would be achieved annually if the larger fir st-class
post offices issued a single money order or Treasury check daily
or weekly to each shipper having multiple e .o.fl . collections
instead of issuin- a separate inoney order for each c .o.d. collec-
tion. We also expressed our belief that additional saving s
could be achieved; if c.o.d. payments were consolidated i t
certain smaller post, offices. After we brought our views to it s
intention, the Departnietnt appointed a study teafn to loop into
-this limier .

In report s1binitted to ilie Congress in a prior rear, iv e
reconliiiended the enactinem of legislation id iclt would repea l
the inandatory recluireinents for fidelity hondin .t> of Federal
employees and require each a gene to absofIt any fidelity losses
incurred . Prior to the issuance of that rehori, All die principa l
af; ncie6 involved; including the lost Office l~etiititittent .. u1-

formed us thlo ttley favored or did lion oppost . sel l 'Ginsuralice_
for fidelity- to-;se ;. However. -N-lien a bill to accomplis111 [lie
o,ijective of our recoioniendation was introduced in May 1962 ,
it was op t so : .d by Ile Post Office Departrfient . kficr reviewing

the epartnienCs. objections. Nve titaled iii a r n'-enif rt'port that
«-e slid not agr e Nvidi the Ijc.partinet' v, po.sitiotl alul c~ lfe ; :red
the belief Ili {t fa initig of about `;1~~0 .t100 annually, cif' Nvliic :'=. t
about $128,000 iv }itld apply tc the Pot Office _Oepartinejlt ;
could be achieved if tlie nialidalory rccliiirvitllefit7 for fidelit y
bonding of Federal c'lrtfiloyees here discontintte?(l . Accord-
ingly,, we a gain reco-i t -mended €llai, t1te Con f CSS f ,Wt_' f'f}11 IiI4



cration to repealing the mandatory rertuirenients and to
requirim,, e,ieh agency to absorb its own fidelity losses .

0m, rcviel~ of progress payment provisions contained iii
cer am coo tracts for the purchase and installation of posta l
egit licnent. disclosed that, during the period July :1960 to Ala y
1962, contractors received progress payments totalim , aboc_c t

$2.4 million in excess of limitations provided by the contracts .
These excess payments permitted the contractors to hav e

interest-free use of Governineiit fmids for an extended period

of tone:. We estimated that the interest costs to -the Govern -
merit oil the excess progress payments were about *48,000 .
We siwgested tliat the Adn-.duistrator of General Services amend

the 'Federal Procurenictit Re,ulmions -overni g progress pay-

uients, which are applicable to most executive agencies, t o

provide for collection of interest of any excess progress pay-
nients' for the period of the overpayment . We were informe d

by GS that it was considering such a change .

AL the request of the chairman, Stihcominittee on `l'reaSUry

and Post Office, House Committee oil Nppropriations, we mad e

an analysis and submitted a report on Bid : received cinder

various proposals for private ownership and leasing to the

Government, and on certain alternative courses of actio n
involving Government ownership, of a oicilding for the Frank-

lin Delano Roosevelt `station in New York City. -also, in

May 1965, we - testified before the Subc•.ommittce oil Posta l

Operation.- of the House Committee on Post C ;ifice <in(! Civi l

Service on billy for the discontiintance of the Postal Savings

Svste and the covering of unclaimed postal ;avin-gs deposit s
into `the Treasicry of the Uiiited States . IVe lead reeommen led

in reports to the Congress in prior years that consideration B e

gitcn to enac°iing• legislation along these lilies .

I3





CHAPTER ELEVEN

international Activities

The accounting, auditing, and investigative functions of th e
General _zkccounting Office relating to activities of an inter -
national nature are performed by the International Operation s
Division, established in August 1963 . The Division consists
of a central group, in Washington, a European branch located in
Frankfurt.,' Germany, and a Far East branch located in Tokyo ,
Japan . '

As 'a result of our work in the international area, during th e
fiscal year we submitted 44 reports to the Congress and 3
reports to committees or individual 11embers of the Congress
on special investigations made at their request . We also sorb-
initted 10 reports to Agency officials relating to deficiencies i n
financial and management procedures, These, reports ar e
listed on pages 321 through 323 of the appendix to this report .
The more significant of the reports to Congress are described oi l
pages 278 through 283 of the appendix .

We performed work during the year at location,, outride th e
United Mates as summarized below, including that performe d
at U. 'S. military installations abroad :

	

Locations

	

Comitrie s

European branch - arch, includin g the Near East an d
North Africa	 150 '

	

1 1
Far East branch area	 12 :1

	

9
Other foreign rheas ;

Latin America	 :

	

33

	

11 1

South Asia	 it

	

3

All other`	 t`}

	

3

lbtai	 -

	

3'Et

	

3

Except for A e M thtary Assistance Program !t lt,c."t is t , i ct ,i t
r in this c,iapL r. oatr fort,{=>a Work- Pe t.aita no, tG ittitilary acti v

t `floc Far East 1,raneh i ;tic. yel rate+ in Ilonolnlu, Hawaii, in t, gu;, t 1965 .

-0
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,a

	

ities is included in the -cluipLels relit ng to the ITepanumnt o f
£~

	

Ifeltume and the niilitaj.jy tlel)artnlents .
L

A-GENC ° FOR l\T RN i ON L I)E I•;lItJ'NIiNT

We t mainlied- (mr re bws of the financial )ndl the nlaliage -

r~

	

luent aspects of the economic and tec linical assistance, activitie s.,

	

7

q

	

under the fd}1Cr€'ri sw tanee ~)rogr in as idiinistt`r

	

t) ' the

r

	

Agency for Inprnabinal Develol)nient Q!_I.0) . 0ur morh was
3

e}

		

performed at the Agency 's E rtshington office and.. at certain of'
the ,fig ncyy s o ers a nli,,iions ,

l .'lit Agenoy for intelnat.ionat Development, adininisiers [lie

nor nnlitary U .S. lon.Avii ssi stanee Ttrograins to hhgi llt coun-
tries_ and inurnatJOnat organizalions under the provisions o f

the W t ign \ssiat.ance Art of 1961, in aineneled, an(offi r

related leg slat ion .
Wring iismt year 1.96 - T . %ve J-sued I_I rcports [o tl€e Congress ,

including 2 confi£lential iel>orts, tin sJ€ci sell acts as (1) I)roblen s
and EI ciencivs it til atin)nilstraHon of €W-ance Itro~'raln s
for %let= Nan, Fran, tliv 1~epublic of the Phil=.ppinE.b . Lelladfor t

i

	

and ttlt-_ t,ntrat'treaty 44galzat4m: (2) unJTereolle€'tion5 an d
s

	

,

tile inwrot€er retention or eoilections t" t Joins to A;reyn (sun -
t ics; and 1 "3? the tneftecth utHbatloll of € s aws I€ersmml prop -
er

	

in foreign s> Jsiaucv I)rogratits . A\ v i azsited oil( , report il l

3
response to a reEJ[JE.'st of a V endwr of Ih£ ( Yngres, M aim)

j

	

£ll)I311ttefl folli 1'tl)tl t t

	

to ?f t ' 11i' S official's rclatin _~ ,
dE_-i~',r

	

lI [

	

, tt-tn~

	

to iJn~ttCtvL it'I`tiSlli

	

l-lElJsCratkt' r t f W€tS€y .

	

T13d'.-

t

		

follov,-in°` are illu trak-ins of deficiencies li,,closed in our
report- .

t'01171f/"S' [ ;upabilifl' fo Ltilize : ksismfwt '

minter of ollr rEvit=4.s have sllo«n that the alummt o f
=?E ' t)€ antic assivanee furliblied Ibis in ynificani hi,tances been
excessive in relation to tht! capability or it' ltdll~"Jl< of th e
recipient countries for effective utilization. In niany cases .
til€ .̀ € .'IJJi.f`tl St'lt .'s El'1s ag7 _'€-El to tarovlde dollar a1s1 .^,tallt', t', in tile
form of tyjui()IJit'w OWN, or it aivriaL N whereas lite recipien t
C;S u nJ im J , metl to p ovidi foreign vu °ncy fuu( :s for oper-
ating and inaZnteIlance e p e'n •£'m ' t ' liese t g€4'cintnit i have. not

40



been adhered to conipletely in a lumber of cases because of'
flip inability or miNvillimniess of the recipient country to provide
the nece:isary foreign currenev . Iir other instances, we hav e
found that the recipient country lacked the trained manpoNver .

facilities, or other h~tsic capabilities to a sure effective utiliza-
tion of the, assistance .

These situations have led to aft inability to meet importan t
program objectives and an r_ nderutilizatior2 of l_ .S.afurnishe€l

material . For example, the review we have performed ire the
Republic of the Philippines leas disclosed widespread condition s

of ineffective use of assistance furbished for the purpose o f
developilt,f• the econo-my of diaL coulttry. V' de ohsdr.vedt that
about `545 million irz grants mid assistance for developmen t
projects had heeu furflished which sitlistautiallY, exceeded
Philippine capabilities to effectively absorb, maintain, acrd utilize

with the limited. country funds allocated for this purpose . As a
result, the projects had not achiev e+d the ecortontic level€rpr;rp il l
benefits that. could have been reasonably e.x-pected had adequat e
levels of support been made available by the Philippine

Government .

L'udercollectious of Iditerest and Pri,irci tc€l on owl
Our review of certain A'1D loans to forejgn ,4overmuents

dre lased that interest was Beim, lost because of undlte delay
in advisin— borrowers of disbursements made against the, loalls .
We also foand that, ol2 the dolhu distllu'sed portions of t .svo
loans repayable in foreign currencies. interest and 1}riricipa l

lla~'nrd',rlt .> .1`ere 13d'_trr~ tt .d'.epte€1 at to\'e d't' e1#'llar2~'e reties tltaft ii'er e
payable under amendatory proNistoir q of 't.l?f' loan agreemelrt r .

l .rt conyliabce with our recdtrrEutc rid .f tionb,

	

I D corrected
these deficiencies midi A611 coll ect an estimated .

	

milliou ; j).

actditi€}€al ititerd t mid priticl}al Ove r the, rd_mainitE~ terms o f
these, to fns . and 82950k0o it)

	

fderpa-relents t;arch apast f f
borrower has promised to repay.

f1 F. [RIlU11 {}i

	

I".reps

	

"ersorled _i" ,1 ,t1/}t17 V

lit

	

five

	

ald-red,€ i ,' fcottflt .rte,>

	

i .

	

2f€ft'lfrd'€',df jfl'Ckrref' t # ear?r' -.
chasesturd- pi"Mue€.l p m -Vlwo—t,

	

emill dttd'd al ?e~rf4) .tf~_;~}_ eoulf l

liz1ve

	

l}eell

	

avorcle"I ante

	

_ddit .ion,f ll

	

plff! #ia : e~,
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1}t - r

	

It l}se,c;
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`°,660 ttE°t_t
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avoided if excess property already oNvned by the Agency or

available from other Federal agencies had bLyn substituted
therefor . The 'Agency generally agreed with our finding and in
conformance with our recommendation advised that nesv

directives and procedures have boen devised to assure that

missions snake and document thorough screening,, in advance
of procurement for. he purpose of subs-ti"tuting excess propert y
for'new items in the aditliiiistratioil of these programs .

Legislative Recornmendatiotts to the Congress

In estinlotiv before the Senate Foreign Relations C :olulnit:tee
in Mardi 1965, iv e made recommendations relating to the adiliin-

istration of the foreign assistance programs . 'l'liese reeouniliett e
dations iii€'Aided (1) the enactment of legislation which would
require appropriate officials in the Department of State and the
Agency for lnternationat Development ; to certify that the
recipient country has sufficient: available resources to devote
toward firopose(t progranis to assure that they are being carrie d
out tiffeetiVety ; and (2) tiv,~ clarification of the broad legislation
that is iKnv being imt'rmwed in amital prachee in a faishion tha t
Ills€liiniz" the use of excess, property as a substittitc for lle w
purcl,yes, Our reconinie iltlaholl relating to the utilization o f
excess property m as a&gHed and & inehide€l in eetion 101_(a )
of Public lmaw 89-171 (Ar€3in Assi .anc€s Acl of 1965) ,
approved Septemberti . 1196 ,53 .

{ii,t'I: Lill` AS SISTAN€ :t'; Pliol:nO f

During f <[al :' ar 1965, :te tonlirlii< l our review of variou ,
sa spec is of die mi f kairi a >i s ance program . Our worlx was

Wr Awined in several t'ol: nlries locate€i in the Vurol : can area ,
the Near 1 '.aso the Fat 1 Gist . and Latin America .

'Me military ti sklan e Imohrai , are normally iil bated by

[trail a grt t .iltni '; betNN-e€ o ; li!~ible countries or flit€'riiinkma i
organizations ;lift( dw United :Slatus . '$ he:ze ag-rt €'iiieilia Iwovid e
[or the furni,fins«, of ecin p it!€uIi . iglphers. o .p ier- :, an financial
a .,A .Etmle€', tt t 1ig€l e €`ouinri€'fs or imerI,aiitnd oi°'ti722mit1tns on

i z?I'slm rx to i'1 ,,e, or f•€'hninn .' aft le basis . The Depar inc i'of
1NfrT we €"tit ii€'s y trhnary i°tsl)tmiiiihty bw flit' ab ih imrai -



Lion of the program, . The appropriation for the program for
fiscal year 1965 was $1 .05 billion which together with S- .13
billion reported by the Department of Defense as unexpende d
from prior -years' appropriations resulted in about . $3.2 billion

Being available for use in the program .
Our reviews covered several country military assistance pro-

rarri ~ and certain U.S . undertakings with the North Atlanti c
`i'reaty Organization. In addition to the general areas of ma n
ailed aeiit procedures and controls, our reviews covered such area s
as programing, delivei7y, and utilization of equipment an d
services as well as the administration of military budget suppor t
funds contributed by the United States .

urhig the fiscal year we submitted 12 reports to the Congress ,
8 of which Nvere classified as either secret or confidential . The

folloAviq., deficiencies in the administration of the military=
assistance program. are illustrative of those disclosed ill 0111,
reports -to the Congress .

Construction of Sliahabad Depot in. Iran

N1ilitary assistance program funds o ` 8 . f, millimi : °ere for '
the most part. coasted in the construction of the Shahs bad Depot ..
Et military depot constructed for tic .Iranian armed forcer . Tile
dena : has had only r°-~glrgible use since its completion in Januar y
t €lK and present plans call for° dismantling and r•elocatir? g
many of its storage facilities . We believe that the lacts avail s
Erlile awheit construction rr'as started in 19S8 indica€e€I. clear, "
that the depot %vas not. needed or wanted by the Iranian =fir°rxrs' .
In compliance -,vith our recommendations, the Siv- erviary o f
Defense instituted ne v f>rocedures, to require that . ('0111 j till In "
reevaluation acrd necessary revisions be inade of sue t

voristrue Lion projects to assure that they, are justifi€>d .

iEtr' N hips

	

to 3rErn

We re-Ml tlr_rt two ilea;' pair€,, rj ate'€sq com Cruet€'tl at t cost.

of about c .'f million, had been furnislim o 'ran under ili e
Military Assist }xwe 113~r'og °cart, i}Itere s tl e Iranian Navy -, re -
Li}srrc-rrirtirt 1-1,0111d It :e been met. , y ~rrF.rvatrrrg . oNer}ir}rrtrrrt ; -
ctrrcl YIt )€If'S'd'dr rYlf' tt <?rL_ ?IL reserve fleet €I€:stro er' € scor`t :3 at i s

estim,al .e f' cost of i3hont 53.8 r3lr11ioln, Adequate consideraTIO D

H'c'I



had not been given to the use of the reserve aleet vessels because

responsible officials were reluctant_ to request congressional
pliroval required for -their transfer to it foreign - nation and

Jti.-cause cost. data used in evaluating the advantages of furnishing,
al ; _,W patrol frigates was unrealistic . We reeonirateniled that, in

die, f' l 'are, the Secretary of Iefense gig e adecpiate lions iderati(in

to the use of available reserve fleet ships in ful[illiiig requirei-neti t
uti€ler the ililitary _ ssistance Progra .ni .

Cancell€ition. of 12cess Pr-ocarertrent and Redistribution of rlirer-call

SPare Parts for or Delirered to Portuga l

As a resuh of reeoninuenda"tiens contained in our prior relaor t

pertainaal,!' to prograining and delivery of aircraft spare part, in
€ xcess of Portug ars recluirentents , action has been taken b th e

Deparlitacaat of Defense to cancel liroeurenient and to redis .
tritnite spare parts alaaed at about $1 .2 inillion .

!NTERAXENCY PROGRAM S

flan of the programs involving international affairs ar e
administer€ d by-, and interrelated between, several U .S. (goy =

'
ernnirin departnaerats and agencies . These hese pro prrauis are per-

forme€l under this provisions of various l€ ggisla Lion, including the

Foreign Assistance Act of j961, as amended, in(! the Agricul-

tural Trade t)eveljuncut aim! ssi Lance let of 1954, as
a nicuded (cotunionly kimj,{n a ,, Law 480 or Food for

Peace) . Our au.. tac>I°l on inimaigencv progr "ns —as per
f€iriued in several eouiurier i,i the Near 1Q ., die liar East .
and Latin At"erica .

Food for Peace _Prograins adininistere€t nand{'r the provision',
of Pilhlic- Last 480 hiclude the: d4posal of siirpins agricultura l
c,olattta€,dubs tl_rough () sales for iE) ;'C'ig currencies ; (2) grant s
for famine. Minf and other _ ssisttance abroad, including crolionli o
developincirt (J) barter for siraatek)ic or other maicrials; (4 )

doanations to the need-, .. and (5) gales abroad on as long—1cl'il a
dollar-cl :tlra f'} tH€' gu (inletcit acquired alirough sale s
art'€' t1€_'d Vo Bitch f)tt, ose . w, coaaataao defense- cietiti ie, itat'€i.

tis al . twhitt'aal, JIM] e€fr €aiibnatl re caan€'li and €'N€'Hinnies :, p Writ'ti (
E

	

'
o i . ._ P ohlii ai,ws ailaro :a€l, ,lei clop "eaat. of iit`•, niaart el s for



U.S, agricutural commodities ; and grants and loans for eco.

notnic development .
During the fiscal year we submitted nine repori9 to th e

Congress relating to interagency programs, one of e~Ihieli Nva s
classified as secret . Our reports l et°taine€1 to matters, such a s
(1) Food for Peace. Programs ; (2) interest on U.S .-oisued for-
eign enrreacle,s ; (3) utilization of foreign currencies ; and (=1)
combined economic and military assistance prograins . Fol-
lowing are illustrations of oar finding's on these subjects .

T'ood for _E'eace

Our review of ocean shipments under title 1, Agricultural

'l'rade. Development and Assistance kct of 19741, disclosed tha t
for ocean `transportation costs the United States incurred ex-
ces.sive dollar _xxpeliditures of about 8830,000 in 1962 and 963
because a disproportionate percentage of shipments made at .
U.S . expense were routed to high-rate poris in east. Pakistan',
whereas most of the s1tipttte.nts iilade at. Pakistan's expense
_,merally mere rotated to lotiE€:r rate ports in west Pakisian .

a

	

~

	

,
`ribs in-Abalanee was not detected by the Depariment. of gri

, .

	

i

	

i
t':tilttire 3?eealtie. it Ctifl not -la~' t' ttt1.e€11t<ttC_` i'CC'Or€is on or CQi,Ii'Ql b

over Aiillilhetlts and consequently relied on the Paidsian
J)assy to protect U .S . liltClC<t to the sel(t'. t1Qi} of file lQt:tf' io

13c li ed 1)y ? .S .°Ila n- ' C.',iscls-

Sa`e rec :tnunended that We Secreatry 0" f'rit'.=ltltltl'f` eSt,i .fliSli
.tlli'- t'Qilti ` €)if ;, itc-t,:e :sary to ttssttrC C'.Clltlt ;altle OIiS "t1' i1:ttCiCsti lht' ;,iltei h

ports of tIz#` itltlloi ~tZh" CQ1tL

	

€1t#!

	

try of shipment s of surp11i y agri-
t .-i .i~ i'-a l t'0?iitfE#0.i f117 iC's, C°l l6 t

	

t

tl€l{'. t. 11 t'#':!"Ie'11' of ditiiril',iiti0)125 "tt2
caller ec-ip tt. t'oulitrics ^ and obtain adpistnients in futur e

fts .,`i'ts)taQhis iii tllosc insUnwes in which the U-nited States is
lif'ai'IEE t 11 3tY<tl)Q?'t Eonaie share. of ocean transportation cost,,

in No ve idwr 1961, we repor t d to the Congress that ou r
exttndn.ttion d6clos d that the Commodity Credit Corpora iot a
(i C( <) ditl not. 1havc ad€quart controls, for deternhining die,
atlif)ttat of €1€Film• r€'.f1111ds €lute I. .CC from foreign goverm-f ients
ltftc' tt?st' of adjusti[ ods ht anti€ai financed on cotton expo. of

'td-he lo§ . 4,10. dater we brolt`rl,tt this inatttt r
l r

	

3

	

t

	

~-~

1 j i€' .tt~_='iltion of the i)epartmem o l-`gri,nhi ,,re, the-- Depart-
iin'tt <E ,'C ..=l m ximitut.e certain : ciioils aimed at determining

1,15



and collecting refunds which may be clue on past transactions

financed tinder title 1 .

Interest on U. S.-Omnecl Foreign Currencies

We found in the Republic of China that large balances o f

U .S .-owned foreign currencies were being held in non-interest s

bearing bank accounts. We estimate that, dtiring the period
March 1962 to February 1964, the equivalent of at least

million in interest was lost i0iieh would have been available t o

pay for 1-titure purchases of good:s and services in the countlw

by U .S agencies .

Diliza!ion, OJI, Foreign Currencies

We foznid that from July, 1961 throucyli December 1963, th e

Agency for International Devclopmen.t Vspent $3 .3 million for

fiitancin, shipments of sugar and other coinniorlities produce d
b 17

in Brazil to several other ai€tmreceiviitg countries Mien it coul d

have Paid for fiese ;hit,irtents N ;, itli U.S.-owned Brazilian cur .

rencies in accordance with existing legislation and all a-y're°ernen t

Nvith Brazil wbich mothorizes the ijFe of Brazilian currencies

for financing -these shipments .
'e also form€t that 11.x. agencies are or have been expending•

about X2 .3 Million annually to buy air -neke-ts for official trave l5
to or trout e'iz_ii -t countries histead of utilizing excess foreig n

etirrencies -%E-hich the. 'United States wmns in those countries .

_ffrecillent 3 -iVith seven of these countries permit the use o f

l . .-omied currencies for official air travel . N more. effective

utilization of foreign curre °cies is dependent on the ~villijitii s
of American air carriers to accept foreign currencies in payment

for air=Ir iv e C tl=€'. .° . sine' ' i ti T Ilti ( . f, llrt 1'ieIICed Co1rsi eI ab'
sdifficulty in the conVersi n of certain foreign currencies itttcf

dollars. In our report, we recorrt=tteiided to the Corigress tha t

consideration be givelt 't€) the need for legislative aclion t o

€'nsttrcY e()tivcrErl)ilitA , of foreign €ctirrencies .

` fic Senate Finance k:orlriiliitee reported in tni tidrnent to

11-R . 4 `a :O. a bill to extend the interest equalization tax, whlel i

would, to :ioule extunt, a e=€}midish t .zie pun o e of €stir reco ..m,
EIISs'itf€sttit3~i :

	

li€_. :3?f`iidtiis?iit, i,'il :e1i I"'Vii :n I} :t+sL'd by 1
E11f?.Sc;ilcltf' .

illil n,qu i r , ( ha

	

it " [Itt€_`t°ri :tt 4:}it :.l! I rf'['F i t '111,4,

	

it E' :t : t1lo '
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under Public Law 480, include provisions ensuring convert-
ibility of foreign currencies accruing -under the agreements i n
aniou is necessary to pay U.S. obligations abroad. The
amendment was approved in conference and was enacted HI

Public Law 89-243, October= 9, 1965 .

Combined Ecanornic and fili.taty <fssistance

In fiscal year 1905, we 16stred a clas9ifaetl report snijimariziti a
the results of our reviews of both ecoiiomie arld lrrilit a€•,assis t
mice provided to Thailand . _V; e alto issued two classified
reports on our reviews of economic and natlitary a6sistance
provided to the Pepublic of the Pli ti lippines. Our review s
were directed toward exainininlo~ into the effect of inali-
agenlent controls within the Department. of Defense and tlae `
A-eney for International Development itt developin g artt l0

	

Z-1

carryin g out programs iii accordance. witli estallli lied U ' .S .
policies and ob j ectives . Because of the se,-- i t ivil v of otr r
fuidin s on the Ilailitary assistance proo r ra_rra in the Republic of
the Philippines, the distr°illattion of the report was limited t o
cliairmen of comittees of [lie Ceonyress concerned Nvidi the mat-
ters in the report and to top adaninistration officials .

Our fin-dings in niilitary assistance proz melees illy°olvc=d .
Oeraerall~', tl_e poor utiliYation and mairitealaec oe iliilitar .
equipment, facilities, and material, and the effect t'ris lead oil
the military- posture of the [orces bein, sari;llor ietl "y the Enited
States . Out f ndijigs ill eColl -oillic,, asslslan-f-, c,_ pr-.? ~r•irZ :QS rr?VC1lv(-. tf .
poor project coordination, delays is~ ,2alple'nrentillw and eolll N
pletillg prfject , and poor €rtllization .arr£f n aint.erian e o
siffnafcam lrrolects iander°t~ak(-Li for ec<)noewes development o r
internal smi •itv purposes ,

Legisiotire Recommendations to Me ("01101"CS S

In our testinlouNT before the Serra t e, Foa' ll-i $. elaf ions, Com-
mittee. tar Ni_arch 1905 . we r•econim mle:d that consideration b e
ly'lVell k) R) tltc' e_'atl;l r̀lif lrl[It art of a DaAs for more effective
c s a ;9e o f S.-oa lied fore i-ii cukn..-mere§ and the revisio l ci f

present lei':r liii ril[I, frirt t rc.,tlitt£'l 1 €?

	

C [;t,7Eitr t?i .aj of `1-lit.~C1r ei{ r €
sist ales; Act (i K( 1, as raraaended, to broaden ffi n policy so

that it ~.rll Wert- 1) . Se7li ` icted io C cC

	

co — 'r,C '

	

<t"ti (u~ ' the
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cuactuicia of leg islation requiring that agreement be reached
;vitl countries receiving economic assistance on the payment
of intere on U .S.-oNvned foreign currencies ,

nie_e = eecoiiimendations were adopted and are included in
-ecti#>ii " I V and (c} of Public Law 89-171 (Foreign Assistance
Act of 1.901', approved September 6, 1965 .

-Iso, to Rids Lion sv as enacted in section 508 of Public Law

89--299 (Public N arks Appropriation Act, 1966; approved
October 28, 1965) to ;ontinue during the fiscal year 1966 ou r
prior recoin .ieudation to the Congress to permit the use of
U.S .-o%~ ned foreign currencies by the various departments and
az ejwie_ -,lxiel3 have been or may be reserved or set aside for
apecihed grog-Vans or activities. This provision was also eon.
taitied iii section 598 of the Public Works Appropriation Acts
of 196-1 and 1:967,

DEPARTMENT OF STATE

Ortr autlii: of other aetiviti-s of the Department of State
jr -IBided reviews of the w-ancial administration of the Depart-
niew s V ashinato_i office, and s€;l o reviews of the adulin-
istra tiv e policies, ope .-a tioual procedures. and prop;ranis
administered abroad at embassies and consulates .

Durino the fiscal year 1965, we issued four reports to the
C,ou ,ress on the sub ,Fct : of (I) nianpow r titi t i'atioi?: {?) i- .ea
obligation of expired appropriations ; (:3) overpa

.;
-{?tents €tit per

diem travel allowances ; and (4) the inanageiiicit), 4 f°€,ric;at;(.,ia i
exchange activities . NN% e submitted one ref)ort - die rt giie.
of a Member ( the Congress. ~N e also silllmittett i .t report s
to Department officials, olle of )Vliich s a= cl :4 ifi '€l . Ou r
reports, -to (lie -Department included sucli ~.ubjcets a- l) deli-
cieiicies in paz roll and leave operations; (2) excessive p~vv-nje .jjs
of living quarters allm=auces ; (3) admiin;trative activities of the
_ Amen. caix 1'.mbassy and selected eousulat .es in. Fra e. Fol-
lowiug are. examples of our fiudigs in report ., submitted to the.
O'ougress .

rrt.au~er U,i?[i ~etficen.

Our review disclo;ied that- the Departuieut of-:Matz ustained
ub tautial loss et; in m uipower iltilization U'rou`7h the. r~ranting
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of home leave to employees under certain conditions . During
fiscal year 1963, an estimated 63 inan-years was lest at a salary
cost of about .$566,000 by ,rantin hotue leave to employees
Who had been returned to the United States for an extended
tour of duty an estimated 22 man-years may be lost in th e
future at a salary cost of about $200,000 by permitting ein-
ployees to earn home leave while on home leave in -the Unite d
States; and an estimated 65 man-years valued at $726,000 was
retained for future use by foreign Service employees who ha d
been returned during fiscal year 1963 for extended tours o f
duty in the United States .

We recommended to the Congress that it consider revisin g
the provisions of the Annual and Sick Leave Act of 1931, as
amended by the Overseas Differentials and Allowances Act of
September 6, 1960, to (a.) prohibit the granting of home leav e
to eniplo)-ees of all agencies immediately preceding or during a
tour of duty in the United States, (b) prohibit the accrual of
home leave while employees are away from their oversew posts
on home leave, and (c) require that unused home leave balances
be canceled after an employee has served an extended tour o f
duty in the United Mates .

Illegal Obligation of E j,,ireci fiscal Year 795-1 Apl-wol-wiati oil s

Our review disclosed that the Department of Mate continued
to obligate certain of its fiscal year 1961 appropriations Nel l

after the date of their lawful expiration on June. 30, 1964 . A
total of 296 purchase orders in a combined amount of $513,163 ,
were processed between July 1 and July 13, 1964, backdated to

dime 30, 1964, or a -prior date, and charged to fiscal year 1964
appropriations . Ili compliance with our recommendation th e
Departineiit removed the improper charges against the f-sca l

Year 1964 funds .

DEPARTMENT of t'o :4I:1IE'Ri is

During fiscal year 190-6, we coiitiiliied our reviews on th e
adniin;,Atration of the .l .uter- inericau _lli-h-wav iwogram b the
Bureau of Public Roads . 'We issued three rep)ort: to the ion ^
g£f ss relating to this program.. ini'l uh-1.1 f ," ropoi f-s € .11 delleieliele
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in the administration of the program in the Republic of Cost a

Rica and in the Republic of Panalim . 1Ve also submitted one

report to a Member of the Congres s gle

	

response to his ni 1t tlir~°in Is~ I2

	

,

relatin'y to expenses incurred by a member of several trad e

7lllsslons.
Our review- of the $32 Million estimate of additional U .S. funds

needed to complete the Inter-American IIighmav which was

presented to the Congress in 1962 by, the Bureau of _Pullli e

Roads disclosed -that the estimate was not based oil detailed

contract plans as the Bureau had indicated to the Gougress

and the estimate contemplated a better and more expensive

type of paveinent than Bureau records indicated would he used

as the highway surface . The Bureau agreed with our proposa l

th"it it sublint it revised estiiiiate to the Congress befor e re-

clueming all appropriation for the final portion of the $3 2

nlillio u which had been authorized .
Ili our review of the administration of the Inter- nterican

Highway program in Costa Rica . we found that the Burea u

had approved the payment of excessive rental rates to Com a

Rica for the use of certain ecluipnlent. Iii response to our
proposals, the Bureati advised its that actions N.-ould be taken

to obtain appropriate adjustments of the rental payments au d

to reexamine the validity of the equipment . rate seliedule .

TREASURY nt PART 11:NT

Our reviews of the international finance activities of th e

Treasury Department during_ fiscal rear 1965 included exauniva-

tions relatnig to die utilization of i T .S.-o€sned foreign Curren-

cie ' . J'lii4 soon=Ject, Nk12X11 int ttlVe seN-eral odicr departitlent s

and agencies of the, Government as Nvell as the Ireasur-N De-

partment, is discussed under "Interagency 1 -'roarains, it) this

ehapter . We also reviewed mid submitted a report to ►ht~ Con-
rurVss oil the Treasury Department 's use o file 1~ xchangs:
rs

Siahilization Mimi iii purchasing property in 1`m11'0, 'hipsll .

.1 ni-chaso of Hos4d nce iii ' 'oh-vo for h7ii aricial 4ttachr from

The Secretary of the I r :'il ;mry u -d mont--N lroill 'he 't t'eai; -

u '`s l."Ach nge ` labihzatiolt 1, ulld to purchase a resida ,nce fo r

t .
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the financial attache in Tokyo at a cost of '-)I,-)0.000 under
authority vested in the Secretary by section 101) of the Gol d
Reserve tact of :1934, as amended .

Section 13b of the act provides that the Fund shall be avail -
able forexpenditure under the direction of the Secretary of th e
Treasury, and in his discretion, for any purpose iii connection
-with carrying out the provisions of this section, and tha t
decisions of the Seeret :ary relatinx, to the. use of Ille h'i-ind are
not subject. to review by any other officer of the United States .

Linder this broad authority. the Secretary= was able to purchase

the property- without subjecting, his proposal to the scrutiny of

the Congress which approves the ac€ uisluion of property oN-er -

seas for most. civilian agencies through Department of , lat e
appropriations .

N e recommended to the Congress that it inav €ci,111 to Col) -

cider (1) the extent to which international activit .ic .9 of the
Treasury, «liieli appear to be only slightly related to th e
stabilization of the exchanue value of the dollar but which are
blanketed by the Treasury under the broad authority- of th e
11 ;xeltan~c Stabilization Fund . should be brou~ht under iradi ~
tional congressional appropriation and control proces s eti aP.(I
made subject to the Bureau of the Budget and g eneral ie-
counting Office scrutiny ; and (2) the desirability of haviag a n
iudependeut audit of the Funrl bee itise. apparently, no iude -
pendent audit has been wade sizice its creation ill 1931— to
August 1965, a bill was introduced in the House.. of iepreseuta,

lives (I .R. 104174) which provides f Ir the General Accoriiitill ,E
€lfii ;,-e to make 111d.its of (he. Exchanve Stabilization Fun€I .

LAPORT-IMPORT I A-Nk OF IvAStllxt:lox

s required by the ( poi eramew Corporation Control 1ct ,
Nve made au audit of the l,"xport-Import Batik of V abliiii~-toi i
for she fiscal year 19611 and submitted a report to the Coii i" s -
in March 19415) . V, 'e also issued a report oil the financia l
Slatetrients (41, the 11111114 for inclusion in its published rep)-rus .

VVIle reported that . in our opinion . ;suble.ct to e=ue quali.fie ,i .;oil .
the financial slai,e emits o'tlie Bank present fairly its, filml)(1-i d
posit i(-m and the results of its, operation i for the year € udc d
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tnne. s), 196 . Because of the Undeterminable factors affectin g
117e status of lom), . guarantees, and insurance, we. were unabl e
to exp el, ; ; art ol>iii mi as to the adequacy of the an-loutit reserve d
Lo 1-11ce.t fulure to,;Ses .

UNITED STATES INFORNIATION AGENC Y

l)€€i 61 1, lineal year 1965, we initiated reviews on a seleacd
test bask ()!' the Agency 's !'lotion Picture ;service operations,
Voice of A .nerica construction aeLi ities, procurements, and
rotated adwinistrative practices . We submitted one report to
t12c C owlre.ss relating to overpayulents of per dieut travel

foc %altu. to the A"ency 's employees.

During fiscal sear 1965, we contimied our reviews on a
selected test basis of the (1) Peace Corps ; (2) U .S. Arms Control
and Disarmament A, , ciic-v and (l) the I+orei8n Claims Settle
uneut, Commission. Our selective reviews were directed pri-
marily to the areas of receipts and disDursements. fiscal controls ,
aveounting records, and related administrative practices .



CHAPTER Tai LLVL

Independent Agencies and Other _udi

Assignments

ATO-MIC ENERGY COMMISSIO N

Our Nvorh in the Comic: Ener,,,, t• Commission (ALC) durin g
fiscal year 1963 Nvas performed at _1 f?Ca head€ltart ers, at variou s
AEC field offices, at 15 MEC: contractor-operated facilities ,

and at a number of suppliers' plants. Our stork included

reviews of security (t(ar€d force operations, flu : transportation

services, procurement, and various a€ltniiiistrative activities .
We submitted three reports to the Congress, one rehorL to a
Icctaller of the C ongre€:s, one report to the Al,": General

Manager, and five reports to tnalxages of ~Sl .; field office s
durinf, the ;-ear .

The Comptroller General of the l nited St=ales is the audito r

for the Clocniticted Dee elopcnent. A gency.. a partnership created

by the United States and ti .°o other countries for the purpose o f
procuring uranium ore. Durin g the fiscal year we issued a
report to tile agency on our au lit of its financial miatemems fo r
ilac calendar year 1963 . The a`etics ` s uranium 1) ocurcitten t
program has been completed and the r€~pot`t Covered our iinzd
antittal a€tdit .

1n orte of our reports 'to H-w "Congress ice pointed out that th e
operation O'Hour G{'lla'a6:€ €'€'.lailtiflaar€l forces at t1S€ National

r
Reactor lestin~ Station ., -f d<aho, resulted iti minecessary costs,
and that the operatic'm of a 4in,rle guard force by die- AEIC;
Mould produce annual ;wing--. ihzat would be attain4allle by the

;~litttin~ition of dtal licit e st d { a - €~ry staffs and by a reductio n
in tlae amulli€`r of guar-ds, Subse(luettil lcl,] advised us that .

certain of the guard fO ces were bein, consolidated and that the

i zdtaalt: savings wotdd Eamount. to about ;° 16'0,000 ` mitt ally .

fit _anothor r p "wi- to the ~ ;octtf € ~ v-v poillied out that ou r
review at, € orlain _AE f .a€•(tilles sl? ,N ; e that. tit(- decentralized
pi'{3('lfi`ttat€'nt €ii € ` l €'i€'(l iaotlst<ta((d1 r€ftzed items €i t €'loilling ha d
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resulted in n necessary cots of about 5172,000 altunally. It
gas o it belief that greater savings could be achieved by sta rld-

t ,
artelzlng, these- and other items ail(! by procuring them oil a

consolidated basis for all ALC facilities. Subsequent to th e
u-ndertahinf„ of our review, .1'{_: held disewAsions, Avith Ohe

General Services idininistration (GSA) m1lich resulted in tlf e

Conclusion that Gove-rninent-m - ide eollsolulatt_d ltrocurvillen t

of certain items of clothing and equiltluent, for outer Govern-

inenit agencies as well as for kEC, appeared to be an area wher e

large _savings -could be realized . It was decided that GS

wonld l with necessary assistance froin AFC and other Govern-

luent ag;elicim c .tabli dt standards f'o r selected ilejw:' and

provide a c-onin_lon source of suppl .

A t,kttllie.r 191 6 we ulunitted a report to the o n

two WC of ra?ting contractor' re3,etHvv and noiicoutpet~itiv e

Itraavinelits at a total co .,! of about $l . =i, .ifilfion froin a soles

=ounce ~4ulllilier under fixed-price purcha~;e orders. Our review

.,Ix3w ti ?alt the ord rs were atil a;rded at prieps if oposed by

the sulTh(-'-( midiout the .) , 'sting -'_4wra rr * obtaining the

cost and pricing data nevessary to iwalctate the reasc.nahleiless
of tho l .t :cn .

	

Because d", su pplier refused io accept, contrac t
iprtrl'W ns 15top asol l y- tl?e eontraetors . the contraetors etc shed

their contracts N61h _SIN by Wing to inc gjuwatc in the con-

tractual tern" S 1'€rverl f ifl rg 111ost Of the pro ort'€1ient,; eertai n
_ruatVatorS Ino4 iSmi, itle:lliding an a t .t"s"to-=eeords llrovisiof f

Whig tlw C.o1nptrroller QgUTZil the right to examine the sup -

jAh l ` :s• riTnivIs pertaining, to Ill .- purchase orders . As a result ,

We VC . lweeludml fr= deternihiiug w0vthe_.r the illlift's inider

each o die of (hTs ivery Ar a Sul rva sonable in relation to tit '

cost--; iliac were likely to f?S )lit urred ill producing tlt< Colvilm-

uentc or wlwtllef- the breach of their €ontraet s

milt %1 .t had rt' ;-llhed ht any daniag in the Govt'rnitivni .

'i~c lirutited out that alllinu gg h AEC hacf tohm of flt-tall_wr o f

avrlc_n

	

tied 1 htz to :idld 1 e iinpro ed 1 rocuretllt_'llt_ pSetif ie . and

ltiru : ° Imen . 1-

	

it .- .

	

lvrating l .txn1raei .t)t : . . %%v were of I!" , npijlio n

that

	

t

	

tt;r{'(' III. a{ctlt3ft by -%1-.- .' was Sees' :' . wr

	

io ,-, ;.lint'- c'.< ;nn

litt ° tttee wAh At' ;t,A ttl u 1 .+°=.'Ifleilt Iff)tti't ' ' ' .

	

Nc then-l"Fre ree -

011 ;1111`t . 1i -d 'hro _ ;F C {'.ai i'N

	

bat , .ililttl:aud lrt'Et ._tiinarter s

a t .-'li

	

° f ;ldd 'Pt' ailr t }r( e lltlal?t' to 11p ;,A j- zrrvate r EtSsl,l• :Ii1(`t'_ that



procurement activities art= carried out in reasonable conform-

ance N ith AEC's procurement policies .

,112 Decelnbt-r 1964 ive submitted a report . to it Member of the

Congress in which Ave expressed the vi .--Nv that an <1 EC pri u e

contractor 's solicitation of bids by telegrain for certain item s

Nvas unwarranted because there was tit) urgent need for the
item an(], drat this niethod resulted in incurring costs tha t

=would have been avoided by the use of less costly- bid solie=ita-

tion inethods . Our review showed also that the contractoC s

practice of generally requiring the delivery of supplies an( ]

materials within a short period of iinie after bid solicitatio n

had resulted in incurring excessively high costs for bid solicita-

tion . obtaining liinited competition for upplies and inaterials ,

and paying prcniiuims for clui€ k delivery . As a result of our

review, (he contractor notified AEC that extensive and coin -

pre onske nnllroveinews were being made in its pro'curenieti t

prixodums and prmlice,-', .

fit a report to dw AE General Manager, Ave pointed ou t

that a nt-unher of emplacement hole=s for underground toning

at the Nevada list She had been constructed for which no use

	

lit:c tI been seliec_ult let El all, Ti that otht.

	

t=~ had 1lect2 prematurely con -

tel . Premature coils Irue Iion in the Go4ernnieil t

incurring ininec ssar Inlaucing costs and, because of changing _

technol.-gy, can result in the hole . becoming obsolete or inad-
equate for optinnim use. In resp` rise. to our recommendation,

the G€ hwal Manager itlfA-need in that ""ain actions had bea t

taken to achieve im1wov'€ d correlation betweni Hans for the
t

c'on, truction of emplacenwnt iioic and plates for u n I€tergr€lundl

test . i ng
at We close of €iii' HAW si-ar_ r E)orts, had lie€.',n prepared for

submission to the t .oiWnws € n h deftetcnric ; in motor vehi c l e

niainteiunee. use, aiid rel placentent practice .-, 31 c=arious -A+'C
1 '

f_tis12~e2`<kt'COi`-(311eI'~itt"t~ facilities, iln(l (7 i~? iaG"#itgs atit3.in?bl€'- by

discontinuing t vrtain imne € _ti .il has iratsportath)n service s

at the. AEC l anfortl A Ark s. Richland .. Q a li .

Our antik 4;Ywk iii We (I0 ?'vr ice Commission during fi-va l
'}'€ ar 190 hiclud _£l in evaininathin o elected 1_dhaws of the
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Commission's administration of the regulations and instruction s
issued for the guidance of Federal agencies in personnel manage -
utent and related pro,,rails; and the audit of various aspects of
the Federal employees' retirement and disability prograiii .

During fiscal year 196;Y we submitted two reports to th e

Congress. Otte report related to the loss of revenue- to the
Federal employyes ' group life: insurance :fund restiltinC from th e
Ilse of all improper prenliuni rate authorized by the Commission
for District of Columbia Government school teachers . Further

details on this report: are included in the appendix at page 271 .
].it the other report ue started shalt postponement by the

Civil - Service Commission of a reduction in cost-of-livin g
allctwancezi to clip-ible Federal employees in .Puerto Rico aid the

Virgin Islands from the planned effective elate of [lie reduction .

April' 1, 1961,, was result inc, in Federal agencies mah inn exeessivIc
payments alt the rata of about Vii2 million a rear . It was our

opinion that the reasons for the postponement did not . warran t

further delay- iii reducing the allowances . Cousequently-, A4'e
recommended in our report, issued in _April 19W>, that the .

Coil] III Ission no lo» g,,.e:r delav in makiii- the reduction . SIl f-

sequentivn the planned reduction was made effective tit th e

beg inning of the first pay- period on or alter July- 1, 1965 .
0111' exaluillatIon of selected payments from the -161 service

retirement and disability fund to almnitant,' snrvivor,~, e=tale s
of deceased employees and atunlltatnts, and p'rsons leaviin {,s
Government einploy-inent disclosed the need for the a djustinen t

of certain amounts paid . rt lwse a€flumme.'nts, NVIliell were
subsequentl ;- made by the Commission, resulted in lmwelltil l

oveMavrife .nts or in colloctin, twerpa€-nwnt_s of about i"62 .000

and in preyentin;g or c,:orrecting Ilndcrpayments of allow .

*69.000 .
r

In various reports sul'untfe€l alt ('1€° re-quest of and for Coll .

;deration lty the Senate and llouse ('011m)"fees of) Po'.[ Office

and. Civil , .a eryic°e i,- € , contnl€=llteil (ln esecific fca€tu°cs of propose d

le gTI :daiion affecting 'Frderal cil',pk)\eo r€tirement . In-111°21F7ce ,
x

alld health 10enefits alit€t €'ril the In€ real ed costs malt would

re lilt from tli€' 1?I[Fl)at ?'i ; 4`ltaltl' (=; ,

Our au d it. ,mrk i1I t1he ~~N~rttTlit'{'Flt of bl ."we 1111111 .11cil lm1

pit)



examination of the financial statements of the Federal Prison
I € dustries, Ine ., for fiscal A ear 1961, as required by the Govern—
dent Corporation Control Act . Tit a report submitted to the,

Congress it January 1965, Ave expressed the opinion that the
Corporation's financial statements presented fairly it9 financial ,
jw-;dolt at ime 30, 1£164, and the results of its operations and
the ',otiree:s and application of its funds for the fiscal rear .

Ili addition to the report to the Congress, Ave. submitted 3
reports to committees or to THetubers of the Congress, ill response.

to their requests for iliforination on specific matters, and issued
M reports to ageney officials oil our review;, of selected admiii-
istrative operations it , ([ related financial transactions. ".'lie,

more si ,nificant au£lit findin,s brondit to the attention of

n .,,eiicy officials concerned the lack of internal. review and audit

of payrolls and paA roll procedures and overpaylitents of

collipensat.ion .

Ili accordance Avith a recommendation contained in a repor t

issued by the Legal and -Monetary Affairs Sulwo€Iltniace of the
.1-louse Committee on Government Operations Nve undertook a
review of the collection activities of the Department of just'icc
at four U.S. Attorneys ' offices .

TRANSPORTAT10 --N LITIGATION

Darim, fiscal year 196.5, we contimued to provide legal and
teelinIcal assistance to the. Department of Justice ill [lie prose-
cution and defense of transportation suits by or a ainst 'li e
United Stater. As part of this assistance . transportation spe-

cialisLs and attorne-s participated in tL9 pretri<tI conferences or

trials before the Court of Claims ; it Nk'a-shin ton, D .C., all(] itt

-1 procee'duws ill ca g es beinw tried in various 11,%S . Dis-tric" L
Courts .

l e reported to the 10epartme.lit of . u ti e, for collekction dents

sl-ualust earriers i€t` olvin

	

18 i[enm ill the total amount of

1 4" ..3

	

Darin ., fli€, fk 1 . ar, similarly reported debts in-

volving 501 item', ux the total amount o S 101 824 Nvere= sett-le (l
Fly tlic e ollvci ion of

	

5 4,,81

	

-throu—11 i I z;meilis .

	

#tllll))`f} llt :~.er- .,

	

-

or other"% : 1 . llteltided in the total alluoitit settled were admiii u
iz

	

3

	

~
strat.ive l}T reporieit

	

lot' [11 ;11`°iti11le lo_s mid C l.aina ;'e t£ latills'



21 l, .i :"i :.; which A ere authorized for cancellation by the. Depar t
iitoo of Justice .

We ) eceived from the Department of Justice requests fo r
reports on 49- shits filed by carriers for recovery of .1,521,73 5
'11, 0111 the United Mates on 4,071 separate shipments . During the
saint period Ave. prepared reports and furbished necessary
records and exhibits on 53 suits covering 6,581 shipments i n
which the carriers are seeking to recover .Sf, ?Q,`?iCl . Nine-
t;:-two snits, the subject of reports in this or prior •ears, involviti g
21,576 shipments and $3aJ-9 320 ., were settled by payntent o f
Judgments for 1,,' 61,22 f .

I-NDIA-N TRIBAL CLAIM S

In prior years the General Accounting- Office prepared fo I

the Attorney General de=tailed. reports concerning petitions filed

against the United :hates before the Indian C: lms (orniuission
of the U.S . Court of Claims . Generally-, the reports included
an accounting shomlig the extent to, which various treat y
oWigations had been fulfilled b the United State .?, an accoun t
ing o invcstnient-s and trust fEnd.s, and in most v sv-s ii :3tatl -
ment of ~~ratuitoats expenditures for d n ideratioii at: po –,ible
offsets against any fiidtgment rendored a

`
gainst tfie 1 nited

State&
Eniasl uwh as prepmatuin of We rd•port!q prttnarilt itil oIN ed

Searching reci}iYIS and fitrnisbing uafortualOn !rain dw r€conis ,
it was the €pithun o Ow c oin1mroller G neial dia ., their prepa -

tration 'n as Ialon , prop rid is fmneiioo of the t'xcuike rather
than the Lwislalke b amli am! u s i[itt,t,Okot mith the pre;-
et ticco_ lithig and a"&tiElg futn `th iii o the General kea lint =
in Wice . ( .olm"I"Only . Q nuttlial ,< recluen1 . respob'srl .dit y

for their I>re.I~araliofa ~a:; ;i .i €I It
'
', (w -National Archivu s

am! flt-s'.onls Service . C€i'iit'i al :"civic(-i Ic pikiwatitm, AC`t'ti a.' e
l'tNuary 28, 1965 .

_ m .7laidlw m' t. .ilF,€ A'i I :S. :k wF~`. t .i ;'n 1 oo
Onr wnrl
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lion of the District of _Columbia Stadium, tit( , isirict' s
Yederal-aide higl_may program, certain ad In inistrative pro-

cedures and practices of the 1letropolitan Police Departniel> t ;
and payroll activities of the Departments of Public N'i'elfare ,
Highways and Traffic, and Sanitary Engineering . During the
N i,ar Nve submitted one report to the Congress and submitted
three reports to Members of the Congress on re.vie%%s made
at their request ,

In our report to the Congress x%-e pointed out that the Dis-
triet of Col a bia Armory Board had not constructed th e
District: of Columbia Stadium in accordance i ith the financia l
plan submitted to the Congress . The Board had ai~arded the
construction contract ivithout informing the Congress of th e
great increase in est. mated cost oE-er the estimates considered
by the Congress Ntihen it approved the construction and fina-ne-
ing.of the stadium, and iNithout informing the Collgress of' [lie
adverse effects the increased cost %Nould hive oil the stadiunCs
being a self-sustaining operation . V e reported also tha t
interest costs relating to the purchase of a scoreboard and
clock could have been reduced substantiallN by use of differen t
financing procedures .

report to it Alendber o#' the Congress related to a£hmll-
istra ive policies and practices of the Aletroplitan Police Depart -
IIIfIIt .

	

flh

	

if'.(1oI't c:?2lttllnCCl e13luetlC'nt

	

(3II tflC: 7'eior(II31' andf
reporting of critue statistics. bookkeeping proccdures for main-
taining ac.collntal_Iday over t? o € zq at-1dkm depannlenI uarc' -
houses, the haI3E1Hng of tralllc tickets mork classiheatlon mi d
promotion iiolicivs and viz' : cii e~S, ! flicer i .I'aininu. and main-
tenance and use of .; IIe-tapphim and

	

a tt'{`aw et3ii4_2I wnt ,
At ;he close of the fiscal ~ € t I e-- f't ; !l cre ill proCcss oil ou r

or

	

1 .
reviet~ or the Dist wi l' lay-mill lcik7itics and oil our of
the c{,IIractin activitic o 0" , Arnlory flood relining to
arc=lut{'cueIIgIIwe 8mvices and to umst-ruction t`hallff"7 orders
for Ill- Disiria of C,:olcunbia _~ t<.tlilllll .
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dell inn ttl t ..=E° if yew. we '{ ; 4I1f} t'1e'ii 1'i' : f{ .S ; of Mewed Mi n

clearance aEI_cl tit-loan re1ic"al 1ic'W168 .tf€unki',tered bN the
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District of Golurnbia Rederelolintent Land Agency (R1JA) . 'niese
rev.ei4s Nverf- tarried out in Washingtoii, D .C., and at the
Philadelphia regional office of the housing and Home Finance
Agency (IMF )_ We suhiiiitt.ed three reports to -tile Congress
on these reviews .

One of the reports related to the Urban Reiiei%al Aclillin-
istrationa s allowance of an amount as a noneash grain-in-ai d
tentative credit consisting of one-third of the cstirilated cost o f
the Southwest. Npresswa y in. the IRIA's project areas 1l and C .

Another report related to the lack of uniforiii standards ii i
e-vfaluahng the physical coiiflition of dwellings for both reloca -
Lion and project eligibility requirements . hurdler coilliiieiit s
on 'these matters are contained in the seethmi relating to th e
Housing ifnct Ilonte Finence genc~- .

In the report relatii g to the lack of uniforin ,"tandards, W C
also pointed out that soiuc fainities f'isplaced front urban
renegeal project. area ; had relocated into . tibstaFiflarfl di%elhtig s

as a result of R LA's inadequate inspections of housing fo r
displaced faniilics, incomplete inspection reports, and referra l
of sonic displaced fauhhes to substandard or uFFinspected
housing. Vc were Ililf.;riii ill) the .1x11,- that action was bein g
taken to prevent a I'c'.CUITNIC'e of most of the unsatlsfactor . -
practices di closed Ill ;` our re ;ic-

wIn another report we 1)oint d otit that the RHA had used a
portion of the proceed " reeei%led froiii the sale of a pareel of lau d
outside the hiiiits of an tirbail renewal area to defray certai n
project costs and had a l esteil molt of the rentainder in Govern .
nient sec critic ;, althouy:h tli' governing legislation require tha t

Such rvecif)u; he deposit d with the Trvasurt- and e g)(iuleal oiil y
as dbect f_d by the Congress> . },,fief` we adi:ised the. RL, :,f th e
pi°€ ;I)er interliretatio it the law hi this inutter, die RIA re-
inUted $27%258 Elf the wt proeeeds to the rl Yr :' :Tmin, an d
ii€I(iI'Iletl us that the. FeInaiiiing anioTiiit, c,'],37L Avo"old be
rendued to the Ma 'u i' when Fit ' i -eT, fron , tale plirclia',er o
the lancl .

€ or audit %1` wk in t :t V..-# )ral :' ri tton T gt; is t
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and modernization of administrative and techuicatl favilitic_s and

	

-
equipment, the cost and -utilization of ADP systelns, tile ,
Federal-aid airport program, she fea-ibili =-_v of € ual use of
airports for civil and aaaiiitary traffic, tlae Illaaaagenient o f
inventories, research and development activities, finaaleial trans -
actions, and the progress being- nlade. on the Ageiicy `s financial
inanageineirt improvement program.

We submitted sit reports to the C',ongress during the year .
The more important findings discussed in these reports a ;-t--
summarized in the followin pg paragraphs .

About SSI M. inillioll in excessive costs Nvere b ~iug incurred
annually because assistant air traffic controllers who Nv--•e excc : ; m
sine to the Agency's needs were being Iasid to perform flight dat a
processing activities which could be performed by employees o f
a lower salary lever We proposed that the flight . data pros-
e ping function be staffed by a perinat-tent force of alcrical
e iployees trained for the spe ifae iEil ics and that th,t excessiv e
assistant air traffie eontrol'err be placed in other posiIions or be
appropriately reclassified as #light data processing enlplco~cvq.
In response to our prollo x ls, the Agency informed us that,. as

	

•

	

3the residt of aI stwly. it h au adopted a 131£111 i4'hicn will, correct.
the situation over a --year period by replacing, as appropriate ,

assistalat. controller ; :1' itll c Ii lilo~ t t specifically trained as fligh t
data processors .

The j' gency incurred € ic e . s ive cots of alunit S'),500 .0 ,00 for
training activities at flit_ 14-1 .eatlemy because a high filer -

£ en .t<age of trainees failed tts complete their air traffic control
COUrse . ' lie high •trainee- An i lure rate was attributable to tile
clectroll of tlahwes ealthout n(leclaeaiely testaall,' their aplil lfd€'s

amt determining ..Merkel` ill€``s lead the recluked re€dllishes ,

_also, instructors and equipment were provided for a greater
number of traince s thail. were a-ailable. for -I IE' courses. The
AL('iw

	

greed with our t oposais t.halt pao ;si .wetive. air traf is
eoilo'ollenl be `;eoed for aptitude, 4alliahility} -And required
qu aliscaztions MIOU to eil piwillent: Dd fraining and that more
s e nlAtie lilan: 10£4 inade Aw l€rEoviding tra'inin g, faculties an d
instructors .

	

%Al out %,305,000 o u feces ,iry v o-t ;,

	

incurred in lie
procu c aucnt of Alit ' e.t€i#ta ;-i,im l''r1't<,nse E ai i A w n, .ider t ol i
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iioL
g
iven to the purchase of ecquipInCIA which had been on

Ica w, rbe __agency agreed that a more ti-melt' lease/purchas e
stu=1,°should have been made and stated that such studies Nvill
be made in connection with future purchases on a timely basis .

FAA 's National lilight Data €enter installed ADP equipment
before adequately developing and testing computer program s
and before providing properly trained employees . As a resul t
the Agency bail incurred co=ns e,titnated at .$239.000 at the tim-
of our review without attaining most of the antieipated benefit s
of the s~ tchl, Our proposals for developing and testin g
Coniputer programs and providing trailed employees befor e
equipment is installed were accepted l ;y the Agency .

Also, ive: found that the Agency Nvill he required to spend
about $168 .000 to modify radar target sinimators costino- about :
°:i .3 riillion which were inoperative for considerable period s
after deliverv. Such simulators had not previously been pur-
chased and proper specifications had not been developed by th e
Agenev prior to their procurement . The agency agreed with
our proposal that, before awarding full-scale prodtictio :I Coll -
tracts, timely and adequate evahiations be made of newly
developed items for dettry umigy wllctllel- preproduction model s
and related drawings and specifications meet operational require -
ments and will satisfactordy accomplish the purpose intended .

FEDERAL HOME LOAN RA\t'ys

FEDERAL sAVING:F AND 1.( xN 1-NSUR i C'- CORP£iR_1Tioti

_audits of [he I NI(val Home Ix"'In 10(111k ]nand, the Fea,01-r7

MawLoatz Batiks . im t1€E „deral Saviti,vs and LO(In. Tnsni-aricz

_ .0 7? ral".1 ,, for 01 ,,' Iii it?ollth, i- ie£i Devi-niter 31L .1961. Nvere
HI prm,(,s at .lilt :'.' 3"r- a Hl-illoiltl audit of tlw Bank s

dllltl t-ho t .oI'p(7r' ; t)"m St i . I i e .t I`113€"!I Itl hell of ilsl'.al ~ i ilr t 1l :tIt S
b
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for the 1:963 fiscal year, we commented oil a serious situation
existing in 19 savings and loan associations. We reported tha t
subsequent to June 30. 1963, in the discharge of its insuranc e
indeniuity liability- the Corporation expended about $61 .7 mil-
licll . in acquirnig assets of four savings and loan associations ,
*that it inight be required to expend in excess of $200 million t o

acquire the assets of eight outer associations; and that additiona l

expenditures might be required for seven other association s

which the Corporation considered to be serious problem cases .

The Federal Home Loan Bank Board attributed the impaired
financial condition of these, associations to unsafe and unsound
lending practices .

We stated that the Corporation's ultimate loss could not b e
gaged by the amount of fluids ex pended to acquire the assets o f

the , f associations or to be expended if it should become necessa r 'v

to acquire assets of any or all of the 1 .5 other associations .

1i ?snlueh as -tile aniounis recovered in the ultimate disposition

of Stich assets would have to be taken into account . We stated ,

however . that the amount : of funds necessary to be expendei il l
the dischai--e of the indemnity lialkilily could have a materia l

effect "poll the Corporation's liquidity .

Be apse the Corporation did not disclose in its financia l
statements the possibly substantial effect of the impaired finan-
cial condition of the aforementioned insured institutions on th e

Corporatiol i 's financial position all() stated results of operations ,

and for other reasons stated in our report ., ive could not express

all opitlion that the Corporatioji `s financial statements pre-
c,,t,ed fairly its financial positlo'l at ,fone 30, 1963- and tfi e

results of its operations- for the year then ended .
j

~ ld)sequelrt to the issuance of our report, [lic National

flo in, Act was amended by Public Law 89-117 . approv d

ntrust 10, 1965, wbiclt added €. new provision enablino- th e

1 , ederal Savings awl [,()all Immrauee i:orporlation to obtain

a41d it-iol ~~l ligniditN_e in case the need should arise- by call of th e
make-1 ileral 11_ollle l .oa~l 11~II1, hoard o'1 insm- d institutions to make

deposits in the Corporation . I'll,, tonal amotant (, f € w € all ,
plu.; ally Baits audio „% a:lvpoa its, i [lot to exceed 1 percent of [li e

„-

	

f
ithdra-viable or rep tjrclma.ab3e slurs--, ,nvt°Mment vvrlifwiltes ,

and dv

	

}pit

	

in :Ill }It+lI1''tt 7[lz*tltii[IOi1--



In a; report relating; to the Federal Home Loam Bank (FHLB)
of San Francisco, we pointed out that savings in interest costs
could have anioi .uited to about $560,000 during calendar yea r
1963 if funds in excess of the average cash balance considere d
by the 1411,11s commercial depositaries as being necessary t o
compensate them for providing services to the FHJ1B had been
deposited by the FHLB in its checking account -with the Treas-
ury. The FHLB accepted our suggestion to a degree an d
increased its average balance in its 'Treasury checking accoun t
in all amount which on an annual basis could reduce interest
costs to the Treasury by at least .5300,000 . however, the aver .
age balances in counnereial banks remained considerably i n
excess of the re(Inired compensatory balances . Consequently-

we recommended that the _ lILB make nnavimn use of it s
Treasury= checking account consistent with facility- in managin g
and utilizing its operating funds .

In another report, issued in Alay 1965 and relating to the
Federal Home Loan Bank of Cucutnati, me pointed out tha t
about $J00,000 ill interest costs could have been saved durin g
the 1961,fiscal year if the Cincinnati 141 1,13 hadl made maximum
use of its Treasury eheekim, acco-ma . "ke recommended snel i
maximum use . Nk-e reconiniended also that in view of the poten -
tial savings indicated b our examinations at the San Francisc o
and the Cincinnati FIRLBs, the Cfiairmait, -Federal Ronne Loa n
Bank Board, institute a review in each of the 10 other FIILBs
Nvith the objective of providing, for nia~inium ue of their Treas .
ury cheeping accounts and the consequent savbms of interes t
costs to the Goveruinent .

G_I?NE.R_3! SERVICES A.DMIMSI-HATION

Our work at the Genenil Services Administration. (GSA) dur -
i -, the- fiscal year 1965 included reviews o!' selected activities

of the Fed': oral apply Service, Ow [_ - tilization and Disposal
Service,- the Transportation and Cot intinication . Ser, iee, the
IM,e-~nse Materials Service. and t'he Public .151iildings p ier ice .

-

	

to addition we made it v i .- ,s oft„S's current fiminciat In=ttlltis-e -
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office in ~Vashinffl n, D .C ., the 10 € S regional offices, the
ofXiews of certain other Federal agencies, and the offices of eer e

Lain contractors. Mitring tile. year ~ e submitted nine report s
to the Congress on our reviews. We submitted five reports to

_if embers of the Congress in response to inquiries, and 'issued
six reports to agency, officials oil the results of our examinations
of payrolls and other financial transactions .

FEDERAL SUPPLY SERVIC E

We continued to review various aspects of GSA's program
and activities relating to the Government-wide procuremen t
and supply of personal property and sere ices . In two report s
Nve pointed out that e.:"Cessive costs Avere neintr incurred by they
Goverument because Federal - agencies were leasiag rather Iba n
pi feltasing office, copying acrd-telcm~iting equipment under con -
tracts negotiate=d by GSA . G'SA had not established criteri a

or guidelines to assist these agencies in making t .lre: studies
necessary to deternune whether leasinc, or purchasing would b e
the Fetter rrrethod of procurement, and our reviews showe d
tliat: gencral lt such stcrdies had not been made . We estimated
that savings of about `50 .7 million would he attainable by the
Go ernruent over a 5--year period after their purchase if certain
office copiers in use at the time of our review were purchase d
rather than lease(] . In addition, because -the estimated produc-

tive life of, the copiers may be etpe,e,ted to extend beyond a
5-year period; we estimated that further savings of as much a s
517 million would be attainable . We also estimated that ex-
c"give costs of about `4 .1 , million s ould be incurred over al l
8-year period through leasing 'tetewrrirng equiprrrent, a substa .t -

t:ial amount of which could be avoided by purchasing- certain o f
-tile equipment .

P'ollowin our recommendations, GS21V prepared and furnishe d
criteria and --itidellnes to f+c_deral a(yell lies, artd to contraetore
porforming work ftuanced solely, or predominantly by Govern-

ruent fluid, to at, ist diem in making proper (let erirt,uatloll s
Ivith respect to f~ irchasin- car. l e '-sin", off lee cop} inc, machines.
Also, (ISN tate(! t11at rt: ~ ould provide general criteria NmIn

re 4p4 {'t to C{ l 'fit"s ltr€t F? o(plipmetlt and 111a`1 . it would esiab; lr



Imsyd"n, to review and a lq)raise coin l dianve with it s
ilw1ructions . -

In a mport on a review of the punAmm , of rings and phar-
inaeoitical products under federal SLIpply SVI dUle contract s

aduhisiered by GSA and dw OuTans Admiinstralkii w e

pohited ouL MaL certain sullithys had Sell viohohT the 1 wive
reductions clatme of their contracts for inan%- Years . This
clauseprovides that price rel-hictions given to a GoNcrilluen t

ageney Iq- a contractor nust he extended to all V( ,dcral, agencW;
using the schedide. In res lunise to oiw recoinincrulak " is . (AM,
inforined us that action was being taken -to determine the ex -
ML of die violations mid that it ims swngthenbg I mmAmTs

and contract conditions to protect the GoN-crnineni frond fnture

violations .

L-111tiltz-VVION AND 1)1_1~110 ._U SF' R%A(A_"

Our audit %vork xvid) r-spect to aviiYAW, or the f 6tizann

and Disposal Seri4ce included rexi pus relathia to the transbr o f

exxesq property. to `taus and the dislosal of w;ablv han hoof s

in new - or like-itew cmidii6ni . in addhiun "v rtmirleted a

YOXiew of the sale or proposed sale of certain exc('kL, aIircraf t
spare parts .

We found that GSA had sold, or was alumit to sell certai n

aircraft spare parts MOO were needed by o(her rein ncie 's. The
Darts had not been offered to 11u,c a!`vncdvs brcauz~c GS X -

regulations did not require it . Parts costin "g S-, - .1,100 had been

sok! for $9.700 and other parits, including 115,000 lk ,orth of

iteins needed by the Ai- Force and the Navll . i,-c: re -chedide d

for sale, tint the schedided sale N%as canceled lo lflo .,king oil! •
impdries . in resImmise to our Inixposal GSA roxised its rugi n

lotions to rtmfuire that material of this type 1w reliorind I" i t
for formal sereeninu and to iwouiry MAN or the rvirtm-iM,

Oplipulunril t€) 1 0de1'2tl agellcic,- NN herc appropria 14 '

TR%XSPI)RTXT"IN AND simmuNictrmNs wKuvnx ~

Vve conthinn! "ur ivt Am of. aud rquwsing ott sAwtol aci A i -

As A the lknqwaaawt and bmimuniathons STOw ndatin,

(0 GS 'VS 1-ty pOnSMAY kn- 1hV V"WUMM"411 alb! DW"VIVIMMI Q
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services for I.,ederal a„ encieb .

	

'We also
illiiisw(1 st, eral rvviin s of sel vied motor vehicle operations .

In ryla; , (M tli€• use of teleeornI uniieations services . we
polutiml (}t!i nisi Federal agencies in the GSA San Francisc o
alit! Wli i ievions had been incurring niinecessary costs b y
itillltr cotinnercial facittties for €'lephone aRs betmeen citie s
so N€1 h ' v the _lfediral Mcoir manications System (l TS) . A e
had l icy iously, reported on a similar situation in the M ash-
itlgion . D.C ., area in([ had proposed that : the 'Idniinhuaw

o f

Ceiieral Services encourage € i it agencies or the Governmen t
to Inal.e greater use of the drS and that per-iodic reviews b e
made tr, see that they "ere doing so . VVv estiia:wd ilia !
sae-rtr` ;s-ol Million aiinnaHN- hail resultcd from action take n
c}ii orti` p € pos-11 .

hi atttlllur r€'IiW1' ?vc }oinied out hat ;slit}€ C(161 ;ar~ Cop ts o f

ab(Rit :_x+ :1 .6 Shill!€iii liad been inf't7t'red b € ertain eit d aget eiv s
or the lwrloCl 11`Ui12 Vel,l'rlal'\ 1961 through

)
„litie 1`'~t~3 i)t't't113 r '

- GSA Wd imi take fu H ad.~`a~tia!,ge. or reilri='e€1 bulk rates offered

by the te1gAmn€' companies for intercity li."iwd { - iJ,ilmiiidea-
tions lint's un€ter € 'onsolic aiett Wing at'i'atTetlleum . in addi-
tion. unnecessary u,ts or iiboi_ii 81- III :IIiorl ialitii<<llt e.i3iitiitiiert
to be ineurrc_d after June 1963 because 1 .0 civic ay'encu" Con -
tinned to lease lines: which cord€1 have hvNi liicogwrated into
the consoli€ uu—tt lea ;=,a a :°rangentents it ilia =°€•i uc—". d bulk raves.
lit _4sa 1965:

	

iit ` ormed its thm . a a res idt of t whwction
to implenlew mir reeoitllY endadons., ad agN € Av that shoid d

par'ti Avate in he program are now €loin ;_' so .

In another n lxwt Ftc` can wc€z the ghnitni th i. iiei€5€`1' Ciitreni
U einnwnt ;tr'lIi€el€ iclenti eatinn, e€Micro!, inuhi mance . atu l
inspection mandni`Iq application of die lKwi!_' t of ( .oh,nil}i='.
Code requi_r .̀3nenim for regi t<ration . th1hiin and ISape:'-6m o f
Gt'tv€'i ` ute twu lei! motor veldcl{ bawl iii M' .aidngton . a-W
is- no longer ne ( are

	

We in€liv t . ;d that .?av ins?,' :, of S,8 .0C-10 a
vear cou p ! " alla-inet} if Me I€ t~ .ii`(`tilt`ttt uvre ehmIti ti.e€i .
%evortlingly .. "€ veronun tiled ilia t the Wows non ide -

t'23 a5't tt5 rr l ,isIt'e € cif anten lilt s*' IN! We too c•r e) ~f_ ~ .~si'.'i11r - t' ;=-o pt F :r't t
by Q! i' c€ ;awl t,t ven mtt??. and trip I_hstrict of Wntnl to 30"m
it€{'b=' i'c{1€iirt~itient :n .

16



DEFENSE AIATERIALS SERVICE

In t he s tyense lIaleriuls Serrlice we examilm. into quality

performed by G&N on tungsten poviders included in the
rlatiollal_ OCkpile. In a report. -to the director, Office of mer-

gellc'.y Planni l . who is responsible for establishing policie s
under which GSIV procures, stores, and disposes of strategi c

materials, we expressed the belief that, coutuigent upon th e

results of a joint industry-Government review then under`F ray ,

pll ysieal property, teats and periodic analyses of the Conditio n

of the stored til '-'ten powders should be made .

PUBLIC B IL DI\C S SERVICE

Our -%vork in the Public Buildings Bernice Juriu~ the fisca l

year 196; was directed principally to exarttinat.ions into selecte d

a:speets of the construction of publie buildings and deterlttilla-

tions of space requirements by the various depart tile [I L; and

a)-eneles . At the close of the fiscal vear, tevlew,, were t€1 progress

in NN 'Tashington, D .(C- and ill :several other loc:atiolis t1t-rou"hoci t

the United States .

OTHER ACTT tTi€~S

Dur•im fise.kl year 196=1 .,e c.omoleted a review of GS,VS
accounting 'sv5teiri, after -c hich it was appr~l~,'e its i)elliP' .Ide ~
quate and in conformity with the priiiciples, scandal` k, and

~
related r•equitestl( .'Irts prescribed by t1w 11e ,muptroller General .

We began a review of other asp Fete of he ageney y -_rurren L

f nand.' el nag), em rlt aett~-lr e< *,' I1'€!'ttICflli! ` llt1C% n~Ct.rl3 , financia l

ie ){t.il . and internal <udititle . Ako. a , lectivc C'.x :. -alinaLioIt

of flnancsial trali action . under all GSA appropriations aitcl fund s

and an evaluation of ( ;S.A.1 related F1dmildmrative. Control s

enabled lis to settle the .ecoullts of a couutZ!We oflilvers an d

;upplelnei€ .ed one t'4'i'iews ill _C'lect d areas of ( ;S-,k operations .

€_l l' .l

	

1, :`" PRI N t `eta tit t tt . ;

_:k! llle (-ld of till= f€ .etit

	

M' . N(, €'- :,7 :l1001?`ti all Zl uifit o

	

the

G(Ir rdr=d .f'Fe f

	

`~= "d rr?!t1. _ t i ffi s.'• t - . tl. `t~--E_-iil

	

i[e t . and 14-vr(' jit ' t' °

panil ;, a report. 416 ; ' li N"M f . . f'tam prima- ill- o o a .'t'i1€I€111`_, 11 1 d



f narleial matters and will contain our opinion on the finannial
statements therein

In response to requests from two Members of the Congres s
Noe furnished information regarding the proposed new Goa :ern-

nient Printing Office Plant, We also testified before th e
Subcommittee on Legislative _1ppropria1 .ions of the ;senate

Coin nA tee on .'Tfwopriatious concerning certaii} maluers re-
lating, to the plant .

During fiscal year 1965 . i s performed audit. Nvork at th e

central offices and at selected field offices of the tlorr.singg and
Home Finance -Agency (1111 A) an([ its cotimituefats--111c Office
of the Administrator, which includes the Urban Renewal Ad .
ministration and the C:omnlrmity Facilities Administration ; the
Federal Housing Administration ; the. Public Housing Mminis-
tration'y and the Federal National Mortgage Assoeiatlon, 1,N'('

submitted 5 reports to the Congress . In addition, i e sub-
nlltted a report. to a congressional Coinniitte€ and 14-ree report s
to individual l'lembers of C:oirgress based on their specifi c

_

	

agency

	

'requests. One. repor t ort NYas issued to £EIICy officials ,

OF iCE of THE 12i't.ttNiSTR POR

Our wort relatky; to the (107re of the €lrrrsrit tratvr Nv a :p

carried out. rat the Washington, D .C., central Office, at sir- 1-111FA
regional offices, <='Ir€l at selected to€?a1 hail>lE€ agenei€~s
Our el1ol is were largdy diroc ed toward ' cvit a, of the adluini r

tratim of sebeted :skin c4ainme , and urban I•aa s"I .ae.t vines
bar the Illt `_'k and 'the Urban .f?erreival lfffm r.istr'(.tioil (UTXA) .
k e stibinitted c s ight reports to he Congress on twban renewa l

aetiYrt:im, 1.w€ s̀ of Ibieli related to <a£`tivrtbs in the t.` 0"i€;t. of

C<ollnn ica . Ile pi nicipal maim Mussy! in tn€ e report s
continentm1 mi 13rifly in he P"ctlt _i*'; inn par igt`aldi, Afore cle-
ta1l€'d e( t i13in ni mi some o cl .° v Itf,'slfer"n ave co litaillo I i n
dic apjj ei3€lix,

	

" five of the €`€'l c__ s on m1aai1 rt' .t_€ oF'€i cit €,,Itt
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noitc~t-it grant-in-aid credits «Bich, in our opinion. were exees -

~,it(> 1, ahotii '6 trfillion . The Federal Government 's share of

the € a of these allowance., Mould have been about $4 million .

`eke Gila pointol out three other cases where the UR .--1_ bad

aplbruccc( teniative and Rat credits Alich 1xv believed we-r e

cues :- ;k e althmigh we could not determine the extent to which

the` were excessive because ;sufficient information was not avail -

able, We believe the excc :~sive credit, resulted because tilt.

UP i made inadequate renew and evalnathms of 16 claini9

lot noncash grant-hi-aid credits soli ntitted by the Ideal I)ubli( ,

r`r~i t,Slett€ ,

Following our recomniendathmis that, the cmdits be rt•clnew l

( reevaluated, [lie URA armed to reevatuaic credits u hiell " e

rtt.v _cl to be excessive by about ME inillio=t5 lint di-greed
=iii our rcccimmendatkins insofar an A e al)plhvl it , other

e

	

!

	

c '
c't'f'Flits 11JrrCi1 NO t~ehc:~`etl filer° c'ht`f's~+1%"' ~'r5 about :>~-,3 lttltllcbir .

,lsso, the L it A agreed to reevaluate the A' A i b_se.s for thei r

clahns hi the three cast°Y for which we could not determine th e
iamount by which ine credits wmT excessive .

trt re~;trolise to our proposal that regional directors o Urba n

Renewal lte retgdmd to rnak-e more t liiical evaluations o repre -
3

enialitns by LPshi support of their° Minix dirt(;(,minis -

donor. LA? k . informed n7 that In triit'ttotl~ ) erc Ji~4 .,tted' to hav e

lt= itb _tc' reltet- .

	

trtts>,_-!!t > ci on Me s€a+aa .> (,f MHO , w m'lt oh

rn>ttv .h gr'o -i tt : tut credit, are cla .i .i#' :! in t ;i•tit - , to n?inivni „ '

th .> l € . , ilbiiit i of .i)t?r€_tt'ii g excessive cr:"lits .

	

`Ite p o

	

hire=s

	

_

are to be toed Go a tea period after u hick t, ' 11 , ntt '.!tcls t o

evarti_te then- eff ctivne”, prior to n"o S{ t rrat ing the•= I in it =

1!z various rlin ti W p m! in i)rWr ' van itt bad Ituhrtetl ou t

€i Ile.€ cea se ;. in 5611kb the 1 TT ha(! t t tatk> tN !-pro -I }d nonc a:d l

rant-in—ai l credit,, a t .ieh. in will oj)11 .'(3tt . S i t'e t m.e.,cix i' .

Ilurrrl- list' it t - ear M! the !TA E'e`iitiivd the # I'(`.ttits in tti4 -o of

then c t~;c .601 1 cold- '.tl um! mthirtion o almmi€ t iniHion i n

tie Federal c o, rfinicu
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ht ci Iti ` Aw t°etfort un- hand i'—linimmitim! that the 1
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Will of tlic cost of the liKtrict of Columbia Redevelopmen t
La€id Agency's project areas 1 and C and as noncash grant-
iii-aid credits ; one-third of the estimated total cost of the South -

west Expressway . a facility- which primarily benefits the entir e

comntunity rather- than the tww~o urban renesk~al areas . Th e
federal Government's cost arising from alloswance of this credi t
may amount to SIM million .

A current revie4N disclosed that . the L=_1l-k had not, change d

its tentative allowance of one-third of the cost of the expres wa y

as a aoncash grant-in-aid- credit . In our report on this revies w

we stated that a repetition of our prior recommendation seemed

un accessary because the C K' k Flocs not disagree with th e

reconnnctida;tion insofar as future projects are concerned ant i

(ill, review disclosed no other instanct-s where credits had bee n
allowed for the cost of similar facilities of commuliitvwwisl e

benefit .

In amodwr tqpoi°t ue pointed mil. that £hie_ in part . to inc n 'ec ,.

Ave <ltinAtktra .tion by illlF_k ._. t RAL and !WA, Illl~tttl f If'.tf 1 ' ~'

progress had been made in obtaWng the vohintar)rehabilitation
of prop£ rtes necessary for obtaining the objectives of an urban

cWNY-11 project . 11111"A had agreed to contribute inore tha n

,528 inillion. toww-a `tl prei,fea costs N%loch includef y - the costs of

;ic pdring and rt ' developing Und t'. Malting almut 20 ptwent, o f

the s FuiRdWg s in the lDrt3fet t nw . l'hv reina tour' tr<w fait of th e
protect %%as to be t'babilit<a 1 . at no cost to Ow 10 ,de aI Gove='Et a

um", by €Itcans or rigid enCt,tt.cnwnt of they 6" 'S imildhT,

AT, zoiliilg_, and o lleS' code and o dinanwc ' aii 'fceting housin g
t

and b,; WTsuading j33'<q" t?' onvrs to ingm~}ve duAr Iirope"ies

in Ftet`t r fttili%'-C' mtilt tlw IiF []tn I'f'tittTti d 3aCt11Clfl3`ds ti t3 :}7}C( {} for

the au-Va .

Sul_stt t"ent to vnierin into t1w ag'rcmmenl if. mas cf€^termitw d
r

that rt h.t3llit.alkmi or than'° o the strn .tu e . 'eta y not be feaisible

s
t
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0114 , Of t(}e first. The Administrator . 1-111FA, inforined us that
a twillb('r of changed had been made in operating procedure .;
au3 that he believed adequate measures currently exxisLed to
prevent recurreiices of conditions similar to those found in thi s
case .

Ili our review of he urban renewal projects of one loca l

public agency£ , we noted that , some displaced families had l}ee .n,

relocated into snbstandard dwelling's as a result of inadegnat .e
relocation policies and practices . Among other tlimp. the
ageneS' had used standards for determining the acceptabilit y
of dwellings for reloc ating displaced families vdlieli were les s

stringent than the stand=irds used, for evaluating the p hl . ;iea l

e iditiou of dwellings in determining the cli~g il}ility of an area
for urban renewal . We recommended that the THIPA adop t

a i'equiremeIi'l that all local public agencies use uniform stand .
aids iii evaluatin g the physical condition of cl~ .-Bins, for both
r€ .lOCat1C}fi iill(l pL`CIjject c ' icr i33ll(ti' pIIL'posE

	

S€llsti'€lilc.tltl` . s`et'i =

lations i4 ere rev lse d in accordance with otir recommendation .
-ln a prior fiscal year, Ive sub nitt€ (l a report in -'Olich we

pointed out. that the i:onnnitnityFaciti-tie ,iclininistr-ation (CFA )

lI_i€l Itof collected certain pltlliiiiii advance iiiaCle inider th e

three public works plannhg pro T rams achninistered l;v t_ KY
According to int€'rp_'etations of the repayinent provisions b y
the courts . these: advances appeared to be repayable h~ th e
public agencies hivoixett- The C€styli Assi€}nt € CFA . lead in -

formed

	

3fora} ed its that t »+' ~S wonl(t liiider to e a voitgweheu. iv'e revie w

of all fa s of it's idilliniistratioii of the l ogn nss for the purpos e

of developi3) tr new criteria to govern C .f''_ .,a continning ')p, -

,ra-tions ivith ri'_s1wet: to the collection of tll a ty ing advances .

l3tirin" the €'wretat Wal year lEldslatkni was €`il :ict€d which

a(it~l€}L` i
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i i' '' A, t€? ts € :itii' final ( l:~ti`at€)<'_ _El=_H etet`y

ininations t the eircunlst273i(e, i till€ "r whi€'.11 pl a— l+l_Lng add _lic'- 9

are to be rq)aid hared on statul refs i :tttii-rd, d by regulations

to be issued by the 1Il ini trat r.
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staienicnt~ an(l rev-ie,vs of selected activities dealing primaril y
v'-ith the agency's management of its inventory of small-lionne
properties . N e also reviewed aspects of FHA's mortgage in-

_ snrauce program covering housing projects for the elderly, -
n,riltifamil5 housing projects, and nursing houses. Our wort
was carried out at the Washington, D .C., headquarters and at
selected FHA insuring offices.

A report on our audits of the financial statements for th e
iseal years 1963 and 1962 was submitted to the Congress i n

JLily 1961. These audits were made in accordance with th e
Governinent Corporation Control Act. We conmiented in th e
report; that we did not agrec with MIA's accounting treatment
or presentation on its financial statements of certain items ,
and that we were unable to determine whether the amount o f
retained earnings available for future losses was adequate be -
cause the alnount that may be needed is dependent on futur e
economic conditions. We expressed the opinion that, subjec t
to the above qualifications, the financial statements presente d
fairly FHN's financial position at buic 30, 1963 and 1962, and
the results of its operations for the fiscal years then ended .

A report to the Con,ress on our examination of FRA's finan-
cial statements for the fiscal year 1964 was being prepared a t
Julie 30, 1965 .

In a; report submitted to the Con gress- in April 1965, we

expressed the opinion that lacy of information on construction

costs incurred by sponsor-controlled subcontractors may undul y
increase: MA-insured mortgages on nmitifainity honsiug proj-
ects. Our review of two higllarise multifamily housing project s
financed by niortawges insured b ;- F11A disclosed that sub-

contractors controlled by the promoters of the projects p or -

formed a large part of project: construction and that charges t o

project costs Mcluded . substantial and po sibly excessive an d

unwarranted profits realized by these subcontractors . `.l'lie

inclusion € f these profits in project costs may have the effect o f
increasin g t13 aniol nis ofthe niorl-a'T,€ s in"ured b, tb€: i{"°Cnev
and the losses which the. Government may incur in any resal e

of tbe, projects . One of tlic projeels was acquircd by F11 A

after the moll- a gor's default . $tared on otir findlnals , FTIA
tools action in the otlte- case to dlsalio ,.S exec :4si .1f= sl}ow'or -

1 !'



controlled subcontractor profits in the certifications of projec t
-

	

cos l ~, on +N hick Mlle aiziotuit of the izisr3red i?iortgage is to be hased.

WBile the a(ency 's procedures required the disclosure o f
costs 1~ .N sponsor-controlled general contractors and mortgagor s
mid litnit>>d the general contractors ' profits, the procedures di d
not regni e the disclosure: of costs by sponsor controlled `sub s
contracto s and dial not limit such subcontractors' profits .
kithough FII-_V revised its procedures to provide additiona l
co►rtrols, Ave recommended that the Administrator, 3$IT1 = ,
instruct FHA to require sponsor controlled su'Deontractors N%ho

receive a substantial part of the mortgage proceeds to disclose
and. certify to the actual costs incurred in connection Ivith th e
.ons ruction or planning of a project so that. excessive profit s
call be identified and insured mortgages reduced correspondingly .
III July 1965. FIIA again revised its procedures to provide fo r
the disclosure to the agency of subcontractors' actual costs it '
anv identity of interest exists between the inortgagor and the
subcontractor .

lit another report, submitted to the Congress in , ;axle 196 ;--, .
Nve _statediltat tile lack of timer- repair; to about $ ,, propi~ rues
which FHA had acquired in ' icLita . Tuns., thro-aglt forectostire
or asszgnznent and had held for an average of 2 sears, ba d
adversely a r"ected the bales of the house: and had reduced th e
opp€?rtunit4 for savings in die cost of holding the properties .
AN'e estimated that the cost of repairing these properties to mak e
them. suitable for rental may be about 5,285,000 more than i t
would ha-ve- cost if the repairs had been made at the tithe o f
acquisition . It appeal-ed to tzs that, -tire general deteriorated
condition of these propez°ties had cotttributcd to neighborhoo d
blight and that FMA-

,
s actions in perttlittili this condition io

exist "v ere incotlsistent N. Ith its responsilmlit-y under the National

l_l.ollsing pct for promoting i mprovement - in housing conditiozj s
and st-andards .

These deficiencies, N .ltielz limited surcc r-L; slt€used existed As o
ill varying degrees in of-her c.itl(IS, Were, in Our opinion, attrilml-
ahle in dart to a lac y of a ; {,resgivc actiotm IzV I'll 1 ofli<. ials .
Tile le.' il4` } ' itt`msed 1F+ t1fEt C'orre€'.tt6`e action 1l ti : 19€Ii?yT tai%€ .'t m

in Wichita "Ind than the sztuatit?tl t'14 .rC hard b€'en tltfc III iwrt t o

the tretui'lm bits t[lcrt`,it -€ :i in the ag"elltyI t, 1 p roncrtt d v~ot=.tt .Sot t
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a~orkload which began in 1960 . In view of the increasing nuin-
ber of 1)roperties being acquired by the agency, Ave recoin-
ineltcled that the Mkk Commissioner — ahlsh effec— onir 19

	

l e L

	

o
l)rocediU'es to require the appropslat-e agency officials to tak e
artgn ssive action to repair acquired properties in accordanc e
«ith FII ACs basic repair policies .

PUBLIC HOUSING AD31I\IsTltTIO—4

Our audit -work at the Piiblie 11onsirtl ,fclrtttri. :st.r : . . at tl'II 1 j
during fiscal year 196 :5 Avas concentrated primarily on review s
of selected activities pertaining to the planning acd construct -
in of IoNv-retie public housing projects, reviews of the financia l
nlana-genlent of project. operations b local housing authoritie s
(MlAs)and the financing of lots-rent public housing project s
by I'IIA. € ur ivork etas performed at the PILL central offic e
in Washington, D .C. . at five. 1 fLt regional offices, and a t
selected JI -Ns. We stlbnlitted fonr reports to [lie Congres s
ditring the year .

In on report we expressed tale opinion filar. PB k had. inade-
qmate eriteraa? - for idr=atifvi,lo~and elic ;Ii,iatijig elaborate or exirav -
agant designs or inaceriats in constlticting and egnippin g
low-rent housing projects. Our review disclosed llnnlerou s
instances of the inclusion of items ~Nhich Ave believe could b e
considered a ; elaborate or eetrava° aiii. deli€pis or niate i als .
`l ?he legislative history of the applicable provisions of the t- .S .
[lousing het of 1 .93 ; indicates that the Congress intended Io«°a
rent llc)itsing,- projects to lie hinat at. the most economical cost.
cousistent Avith providing decent, sa ge, and sanitary dwellings ,
simple in design and, to the extent practicable, cousirmeted o f
iaiexpew-6ve waterials .

1 deterinination of "helper in itein is elaborate or extrava-
ceatnt in design or materials can he it ma ita r of' individual jt dg.-
nient. llo.vever . PIIA had not- lirovicled Nell-defined criteria
for everc hhg judg-nients in a manner th=at wonld Itrontoi e
ecoSlonfi' in the t "vweni housing program. 'I'hereiore, A{ e

recommended that the KIndnistrator . 1-11110k .. require the
(:Girlie Housing, C:on ,inisg ioner to define the terin °"viaborate or
eltrava,puit deign cw nialt .°ial :" an iufhcieni cic'ad to provide
tllf local lunishig taaitlaoriIN Af ldi ;sneh :r j etria for I)lannin gg

17S



fart tire. projects that will conform to the intent of the statute ,
'111(1 that he rcl{tiire adherence to the specified criteria .

Arloiller repori related to a ease in -which PHA had permitted
a local hoitslw, authority to negotiate for the purchase of
mmeccasary and expensive property . After we hrotifht this
matter to its attention, Pff<h disaFPrOved purchase of th e

which would have cost about $600,000, exclusive of
(lrrriuiii_,oll costs. This action resulted in savings of $1,140,000,
illcludillg estimated interest charges of $540,000 on the 44-yea r

bonds t be used to finance cottstrnetion of the project . Most

of, these savings can be eNpected to inure to the Federal

G, overlinlent .
A third report related to the allocation of excessive land cost s

to low°-rent public housing projects by a local housilln authority ,
thus increasing' project, costs, and to a delay in completion of nec -
essary offsite facilities, such as water mains and sewers . which
delayed occupancy and resulted in the loss of rental revenues .
After we reported on these hatters . PHA obtaiiieil reimburse-
ment or agreement for reimbursement from the authority fo r
about 4323,000 and stated that ft wotud hill the amlioriL fo r
the remainaig'20.000 of the excess costs .

PHA permitted another local Rousing audiorhy to acquir e
property for a project aite, that both agencies reco'- prized might.

be sold- to the State Highway Commission, I. i tholrt re(luirili t
,the LIIA to obtain an agreement with the C:ommissiolt for ftll l
reimbursement of its land ac(l(1_isitioii and related costs . Land

costing about S5271,000 to acquire and clear s. as sold to th e
Com mis=siou for 5120,000 . Project cost : were ft-rdier iticreased
by about $159,000 because the I .ILt (lief not. recover its ful l
costs oil laud sold to the local parr( departinelit . Also. the
increased deg=elopinent costs of - 566,000 Nxill reanit iii interes t

charges which we estimate it w509.01 (10 over ille 40-vear lire of
the bonus issued or expected to be kietl to finiaiice project,
costs. ursuaint: to out- siig{ estioll . t1w I'll .\ (_ .ours iissiolle r
informed the L t As and Hic P-1I A rv!jonal ol(itos of the nec-es-
sity f or coorottiamig tlieir lalld-11,w aetlN'itlect with tllose of othe r
Public bodies .



FEBIK'RAL -NATIO -NAL MORTGAGE ASSOCIATIO N

We made an e alma ion of the financial statenlems of the
Federal INOlional 11orl,wao -lssochnion O" AI_0 for the fisca l
j eat 19(i L, a a , required h - the C;orert 11ent Corporation Contro l
. pct. Our work was carried out at the 1;'ashirtf ton central office
and at two field offices . In our refrort, illi rifted to the C :ojl -
"ress in January 106:3, Nve expre6sed the o liiiion drat FN-MA' s
financial statements presented fairly its lioaneial position a t
Jurle 30, 1.964, and the results of its operations and the sources
and application of its funds for the fiscal year then ended.

NATIONAL CAPITAL HOUSING AUTHORITY

We submitted a report to the Congress in February 1965 Oil

our e-alilinaLion of the financial statements of the National
Capital Housing Au.thorhy .(or fiscal gears 1963 and 1964. We
expressed the opinion that the financial ntaten eats presented
fairly the Authority 's financial position at Jude 30, 1963 an d
1964, and the results of its operations and the sources an d
applications of its funds for the 2 fiscal }rears .

NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION

Our work in the Va.timal Aeronaa ncs and SI)ace Administra -
tion (NASA) during fiscal gear 1 .965 Nvae performed at NASA s
headquarters, at seven major field installations, and. at a number
of contractors' plaints. Our wore. included reviews of projec t
manatyement, proctirement, automatic data processing, and
various administrative activities . We submitted 12 reports to

the Congress, I report; to the I.fouse Committee oil Science an d

Astronautics, and 7 report .. to various A S.,.k officials during

the year .
Ourz reviews of l .\ ruPsct. t tlalls.k ,i (r f,izlernt 111chided work oil I'm,,

Nimbus, SurvIefiTor, Glee tit, and Saturn projects. in Jaimar y

.1965, we subm.-i-Hetf. a rej ort : to- the Congress oil a st "13icm of'



olij' IV Wei of the _~bnblts Meteorological satellite project . We
pointod tint tliat th(' contractor for the design, integration, and
t(-,l of Ow N iambus spacecraft was allowed t .o continue ti;orkin g
1(mard tlu original (lesign weight goal of'a .spacceraft even
thot€gll it was clear that attainment of the goal ~%%out(! lie i'lltile
b!,cause of the ilaitecl cahahilits of' the. launch vehicle to Is e
used to MA the spaccuAL. We expressed the belief that lm d
prompt aciim been taken to either cnl'taii or redirect i-the con -
tractor 's efforts - when a known facet indicated that further

(leE elollTnent of a : I?a(e _'raft; of the original (ICtiI~f",Ii \5"clglht N1 s

unwarranted . as much +s S1 .2 inillion expended by the con -

tractor oil tcis s fiat ha(, to be redone to develop a lighte r

Spacecraft could have li cal ,aved .

Our reviews of NAS :Q Iwocltrelnent ne6 ities buluae d

exal21nlatl ms of eon:lraets for research and development . con-

struct-ion, and sl_pportil g actit itic-, and restdted in the issuanc e
of 'six reports to the Congress, In these report ,, ~%,- pointed ou t
that. (_1) c llcnd tn'cs of abot" S31'' .i OO An- leasing, all aircraft
could have been avoidec' by ohtainAg an ac_tilalhle ( ;oicrnrl .ellf-
ommed an'cmN ; W a contract. for fini-nishing technical N4rltihlg

services rmiuhed in a N iolatlon of tile Slat totes, governing Federa l

emplo inenl ; (3) unnecessary eYli qWV was incurred by lwo&w-
big li sky llE sinTar public information films as a result of th e

,
inadequacy of _NASA } ~~_~ Ilead(Illal-ter5 control osel' their I ;I°odlc r

Lion by the Narions NASA field hi tallati(al1s . i_'1) tA°esAv e
costs had been in(su red Inkier a time-and-material contract as

a result or the contrac.lor's noncompliance m it_h contract. pro-

visions ; Q) the 1wolmsed rental rather than purchase of a fir e

alarm s swin at the Goddard .pave Flyht f linter was Ilo t

lttbtifin ; and (6) unnecessary Posts were being 1ne'.lil'I't'd b y

leasing rattler than liun liasuir electric poi er facilities at the
(;ottlIT-1 Sil)ace Hight ( :enter .

Corrective actions taken b 'AAA mire consist nt with ou r
llrolhosals on the inme'-rs lare_viit-ed Tn onr reporl7 on. pro < . urc m
numt activities and €ncimled 0 the reldaeeine-n€ of 10 lea ,ee l

aircraft with an

	

it 1' ( ; c --Iqq 1 :_ef Tlrcruft, (2) the 1 _lm.ce- t : i '

a bullet ill to in fi('let

	

nstal l t-tion`+ setl.Ttig forth. a1lmil`rl at e

criteria on the nse of e( oracts fir n(m1lt'[',emiM mm €e'e .-' (3) the
4 "recovery of Am! 1,.=( ' .000 mi dle di

	

con -
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tract s.tr(l i .hr ii-trance of audit and revie,~ procedures, which
,,ho El(- 1 res(dl iii snore effective ad-ntinisnation of such conWacts ;
( l) dw ox%ard of a contract Or the purdwse of Out fire alar m
sYslr m : am! (5) Hut po'chase of the electric power facilities .

e c.titiutatetl thattiA_~%'s purchase of -the fire alarm syste m
and tlto electric power facilities «i11 result its saviIi , 01 Ebat~ t
013 rtrilhott'durin;g the period in which it had homed to Imse
the facilities .

W submitted. a report to the Congress in %~hiclt we pointed
ont that the photographic supply inventory at the Manne d
Spacecraft Venter was greatly in excess of the guant ities required
to provide. ;a€lequate supply support:. ,ks a result, of our wiew,
the inventory was subse(piently reduced and appropriate step s
were . taken to assure unproved management. of the -suppl y
system at the Center ,

h-i another report we stated thaa the estimated cost fo r
architectural-engincering -services for the design of ' a facility at.
Out 'Nuclear-Rocket Developnient Station, Nev., exceeded [li e

statutory limitation imposed on NA SIX by 10 U .S.C . 2306(d )
by at least $530,000 . lit determining con-tpliance i . ith the
statutory lii,tit.ation, NASA had improperly excluded the cos t
of Certain "special" Nvork on the fasts that the limitation sli d
not apply to the cost of arehiteettiral-etigin( .ering work brought
about by special requirements applying to nn Clear or outer

hi;~hly t?evelopt?tetatal .facilitiCS . ;~ulisegiientls° . ~ ~~ ~1. infortne(l
its that it woul(l consider all appropriate alternatives, includin g

the obtaining of ' clarifying legislation .
VVe suhitt tied three reports to t:he. Congress on our reviews o f

antotnaiie data processing activities at various N,kSk installa-
tions . Our reviews showed that rental overpayments of abou t
690,000 had been made for ADP e(luipmew . Of these rental

overpayments, -%S-.k suhsetluentl~ obtained rounds of abou t
220100 and was ne,111% Or recovery (t the balartcc. I n
view of the itagnitHde of the rental costs and their susceptihilit )
to r voTaviuctih "e reconnneniled Ilia tiie ~%"S-X Audit Dri-
vtsion make t<', ;-:[ews zit the various installations having majo r

iADP activities to dele mine that a( m ptate controls Itaxc been
established to ensure that chwnyeal .le ke tin" . or rcnted r: (pip-
ment is correctly aecunudated aml paid for in iv i ordance is itl t

Out apl .licable rental contracts .

179



Clore detaite (l comments on the find of s included in our

,Tfmrt~ ; to dic• Congress are included - i the -appendix beginning

at trige 276.

OFFICE OF E-THE IGE CY PLANNING

I'lie Office of L;rn.ergeticy Planning (OEP) has the responsibil -
it ti for establishing stockpile objectives for, and policic,3 relating
to, the procurement, storage, and disposal of strategic and criti-

cal materials In a report submitted to the Congress in Octobe r

3964 we pointed out that the emergence of cordage substitutes

ill the form of synthetic fibers had obviated the need to retain

the $79®million stockpile of abaca all(.[ sisal cordage fibers whic h

costs about $6 million a year to maintain . _accordingly, ~
recommended that cordage fiber stockpile objectives be eliTni e
nated and that an orderly di6position of the inventories be
initiated without disruption of normal market activities . In

June -1965 ,- the stockpile objectives were partially reduced, thu s
Making cordage fibers having -in acquisition cost of about $26

Trillion available for disposal. Also, we reported to the Direc-

tor, OM oua° lindi<igs regarding the possible need for k-dualit y

`testing stockpiled tungsten po-vders . Further corlinents on

this report are contaiTTe(l. on page :160' .

1 3.E AIMA C_1_ A11 CO ff I' VN7

AND

CA NAL ZONE GO }"li R X 11 N'1'

During fi6c l year 196:0; our audit work zit: the Panama Canal
Company a-uld the C(irTCil Zone 'Gorernment included reviews of

ielected pre cureuent and traffic maiiageiment activities of the.

Pauaina Canal Company o i l 3!` ucli Nve s bnntted three report s

to ille { ong L t sc,4 Our ri g teNt" ;a di .closed 411 number of defeien .

ties which had I 'suited iI2 tliltl' z Ss; IrV or { ec °yl` e costs total . .

ing about $187 70M y1fte2• VV llr= uglit mir it udmir6 to it s

attention the Conip"im ". to{?l5 or proli im'.-d al)f)roprMle actioll t o

correct the 1)aate disclo .'—d by our i'vvi{w1 ' . Tg!te

partienlars of ou r Bill i _ s We lil(tud"d in the appends :

-111 page ' r " w
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~,,'T,4_TES SECTION, INTERNATIONA L
I;01N 11.3 i1 Y AND WATER COMMISSION, UNTTLED
STAT.L5 AND MEXICO

' iVe submitted a report to the Congress in March 1965 on
oinr review of the frriancial condition and operations of th e
V rcifed States Section, International Boundary and hater Coal-

riais ..sion, United States aril Iffe_rico,' for fiscal years 1963 and
1962. The report contained our opinion that, with the excep-
tion of certain items which were not properly disclosed in the
accounting records, the financial statements contained in th e
report presented fairly - the financial position of the Section at
Mane 30, 1963 and. 1962, and the results of its operations for th e
years then ended,

Also in March 1965, we reported to the Congress that th e
U.S. Section iacurre€1 unnecessary costs of about $2.3 million irz
-the relocation of highways in connection svith the, construction
Of llic ckmistad Dani. We recoirinnended that the Comnus-
sioner, U .S . Section, require that expeiiditures for roar], reloca-
tions necessitated by the construction of water resources
pro*eels be limited in the future to those necessary -Lo provide
adequate substitutes for the roads being replaced .

OTHER AUDIT ASSIGNMEN TS

EXECUTIVE BRANCH

in addition to the agencies specifically commeirted on in th e
foregoing s=ection.,, various other agencies iii the executive branc h

=c subject to audit by the General Accoiaiit nu Office. For
a complete list of the departinents and agencies subject to audit ,
see lib : starting at page 32£3 iii the appendix, During fiscal year
1965, with one exception, all agencies in the executive branc h
that had csiulLaued to sent] expenditure -vouchers and other
tlQetir7it'.]its the. G£'rl.£:r $1 1aeCQiitltrrifi£ f for e <i,irination
were authorized to retain sd3i'i '. dQ(;llttEei£ts .ttb)i' 2 idit ut the site .

LEGISIATIVE BRANCH

audit ~

	

~}v'i'1ui_it

	

c£3iI372_
y
{'il#t'CI

~
Our ~tl .

	

of the 1-v~` r` rZiii~l s ,cv ~a~~l=`' -i s

on specifically on 1}arc: > 163 anex 169 of this report. In addition
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,,e made examinations at the site of operations of the Mowing
activities :

The Sea g ate :
-'enate recording studio .

~;r„te, emplo e barber shop.
cual ; ofli : f eauty shop.

The House of Representatives :
Salaries, mileage, and expense allowances of Members an d

operations of the "House Bank .
Salaries of officers and employees of the House . clerk hire o f

Members, and other expenditures .
House, recording- studio .
House stationery room.

!architect of the Capitol :
U .S . Senate re`taurants<
House of Representatives restaurant .

Capitol wide force .
Joint Committee on Atomic Energy .

The Legislative Branch Appropriation .,pct, -1965, Public raw
88-151, approved august 20, 1961, authorized site audits of th e
financial transactions of the _'architect of the Capitol . Pursuant
to this autlforit V we coanpleted a prelfini-nary survey of th e
activities of d_e Office of the Arcuitect and, at June 30, 1965 ,
we were engaged in an audit of property aaaanegetnent activitie s
and the cost. of constructing the Rayburn 11ouse Office. Buildin', .

We also inade examinations of the following actsv ,..ties on the
basis of documents subinit.ttd to our 0111l ice :

The Senate :
Salaries, mileage, and expense alloNvanec :3 of Senators .
`salaries of officers and employees of the Senate, clerk hire o f

Cenators, and other experaclitur(--4 .
General Acconuting Of ce -
1 :iba ary o Congress .
Permanent Committee for the Clilvea , Wendell Johnes _Nevis'.
US. Botanic Barden .

Y$1the s3dvid-nisirative accounts of flt€. foil€ wand agencies evt;rt'.
retained at the A€latainisfaative Offace of the U .S. Courts for ou r

.
examination af. t1{{a ~,f a

S ' ("curt of 3t lie ahti .
Distri=`t o ,t .~ of the. United S tt es .
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1 . :7 . Court of Customs and f atem Appeals . _
LI,-~, Clu1,foioLh Courts .
Territorial courts .

lniini trative Office of the U .S. Courts .

The vouchers covering expenditures made froin appropriated
1`1111(h of lac Snpreme Court of the United Mates were submitted
to tree tGenerat Accounting Office for examination.

OTHER ORGANIZATION S

We made an audit of the Gorfas Memorial Institute o f
Tropical and Preventive Medicine, Inc ., for the fiscal year 1964,
a,~ required by the act of May 7, 1928, 22 U .S.C. 218a, and mad e
all audit: of Government Services, I e ., for the year ended
December 31, 1964, at the corporation ,, request .
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CHAPTER THIRTEE N

Legal Services

The legal work of the Office is handled by the Office of the
General Counsel . . In fiscal year 1965, this office handled 5,41

legal matters .
The legal work includes the pr`parattion of decisions concern .

ing. the legality and propriety of Federal expenditures ; the
ruffling of legal assistance and the preparation of advisory

opinions and reports on legislation to Members of Congress ,

congressional committees and to the Bureau of the Budget ;
the preparation of reports and the furnishing of legal assist-
ance in connection with litigation by and again st the Ulnite d
States; the ¢°e°{iew of reports prepared by the various offices,
divisions, and branches of the General Accountin g Office for
legal propriety ; the review of claims settlements when requeste d
by claimants; and the preparation of office --neniorandums on
legal questions arising in the day.,to-day as tl̀vit. ;es of the operat. a
ing divisions. The legal work is classified in five assignmen t
of°eat, r!arney: (1) Appropriations and miscellancos; (2) eivil e
,aan perso-nnet-, (M contracts ; (`) military pair and allowalaces;
and (5) 'transportation. A statistical hi-eakdoss7n of ea,ies b y

assiamner~t groitl} will be forind i .n he al_rnendix- on Pa ,e 335 .l

	

t,

DECISION AUTHORITY

From the thtle die 'Federal G'overr+mcut was first estabpolled I

to the presci) day the Cf3w-P l ro 'He has been -es ted with au1110r -

lty to decide the feltl'ttiffulness and jui stice=" of public accounts .
Under the; law todav, heads o del}alt nlel .ts and establishments .,
and disbursing and certifying officers havf the fight to reques t

a.fftvance decisions before taidef i akitig „et programs, exe .̀uling
contract ,,-,, llt`onnilgating re'--tl_ tions, and ensbarslug os : cer-
tifying for disbursement l cler rl funds .

	

ovi'r n-ime t f',4}ifr ct -
i2g iiilf}i 1}rC}f L Yt=li€ .t_,; €}t€ f t a s

	

='s C-11 z. 4€Lil E l :~lz
i
t and. f'. .`tiFi i a`a $

t Ael of September
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doing business with the Government may utilize the forum of
our Office when seeking a solution to questions which aris e
incident to Oovermnent contracts . Also, claimants may hav e
settlement and debt actions reviewed by our Office . Under
the law the decisions rendered by our Office within the areas o f
our jurisdiction are final and binding upon the executive branch
of the Govermi-tent.

ADVANCE DECISION S

Under our advance decision authority, beads of department s
and establishments may have the legality of proposed programs ,
procedures, and payments determined before obligating o r
spending Federal moneys or executing contracts .

Illustrative of such a proposed program was one which wa s
referred to our Office for advance decision in fiscal year 1965
concerning the authority of the Department of State to establish
a revolving fund for operation of an educational publication s
center at the University of Hawaii under a grant agreement.
The proposed funding procedure, which was found to have bee n
a matter of record in the budget justifications presented to tile,
Congress, was approved for adoption .'' A proposed new con-
tracting procedure which was submitted by the Secretary o f
Agriculture for advance determination but which could not b e
approved for adoption in the absence of congressional sanction
concerned the sale of national forest timber . The proposal to
well t.iniber on the basis of an administratively predetermined
price which would permit- bidders to submit unrealistic, specu -
lative bids was determined to be contrary to the competitiv e
bidding system and to be a procedure which would afford

bidders an incentive for collusive bidding.' Another new pro-

grain , submitted for determit.ation in fiscal year 1965 concerned
the authority of the Small BuFiness _< (uninistration to institute
two new lending programs for the sale of participation loans t o
private financial institutions and for the guarantee of loan s
made originally by private lending institution ;. Both program;,

2 44 Comp, Gen . 47 .

	

' 4 Comp . Gen, 292
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were determined to be within the broad authority granted t o
the Administration and were approved for adoption .

r
ENTER AGENCY MATTER S

Through our decision jurisdiction, matters of conflict or differ -
ences of opinion between two or more departments or agencies
of the Government are resolved. Saveral such decisions
rendered during fiscal near 1965 Highlight legal questions whic h
arose incident to the furnishing of services by one Governmen t
agency to another. These decisions required interpretation o f
the application of section-601 of the Economy Act of 1932 5 to

present-day services. For example, in comiection with the

furnishing of electric service by the Tennessee Valley Authority
to the Department of the Army, the Army requested our
decision as to whether it was entitled to the service on an actua l
cost basis pursuant to section 601 of the Economy Act or whethe r
it was required to pay for the service on the basis of the highe r
rate criteria in the Tennessee Valley Act which includes factor s
other than cost. A determination that the Economy Act was
inapplicable to TVA electric service resolved the issue so that
the agencies could negotiate for future power procurement . 6

Another interagency decision concerned the propriety of a
charge by the Social Security Administration for the furnishin g

of information from the National Employee Index File to th e

Railroad Retirement Board so that the Board could "police "

benefits under authority granted to it in the Railroad retire s
ment Act of 1937 .7 Our decision in this instance was based o n
the fact that the furnishing of the information Nkas a legally
authorized duty of the social Security Administration, and ,
therefore, reirnburseinent was not required . '

'I'lne lntergovernn ental Relations Subcommittee of the

House Government Operations Committee and the 1-1ous e
Merchant Marine and lFisheries Committee while in the process
of studying the closing of Public Health Service hospitals and

< B--14985, .fared 15, 1965 .

	

7 50 Siat . 307 .
3t U .S .C: . 696 .

	

8,14. Comp. Gcni 5G .
B--1560 .19, May -1, 1907 .
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Veterans Administration hospitals requested an opinion as to
whether under the Economy Act a Federal agency could furnish
services to another agency if such service necessitated construc -
tion or outlay of other capital expenditures not otherwise
required by the furnishing agency and, whether the Public
Health Service could transfer its responsibility for care of
beneficiaries to the Veterans Administration . '

Another ` interagency decision resolved a conflict of opinion
between the Department of Labor and the General Services
Administration as to the proper method of computing monthl y
amortization payments oa the new Bureau of Eno .ployinent

"Security building . As a result of this decision. our Office sug
gested that in future procurements of this nature a more precise
statement of the method of computing payments of interest b e
included in the bidding and contract forms. 10

The resolution in fiscal year 1965 of another difference o f
opinion between two Government departanents concerned th e
liability of the Depamuent of the Army for damages to park
roads in the fake Mead National Park Recreation Area cause d
by niilitary maneuvers conducted in the park area . This case
required application of the law Nvhich precludes the Departmen t
of the Interior from imposing any conditions contrary to th e
established principle that one executive department may no t
be reimbursed for use or depreciation of real property loaned ,
used, or damaged by another agency of the Govern>nent in th e
absence of specific s' :.cu.tory° authority ." Subsequently con-
gressional sanction was given for the Department of the Artil y
to reimburse the Department of the interior for such damages .1 2

A similar ?natter which was submitted by the Attorney
General to this Office for decision involved conflicting opinions
of the dinivistrarive Office of the U .S . Courts and the Depart-
rnant of ;Justice ay to the proper appropriation chargeable fo r
travel C--\ pen yes of an iiidigent defendant and his attorney ,

incideja to travel to Sai gon, Vietnam. or the purpose of talcin g
dc`position.- of certain foreip i nationals pursuant to a colds
orrlen On the pre-Mise that the collet had determined tha t
the k1cf `,lid n t = .5 t;resence at the Lakin- of the depositions vv-as.

e 13 !S,6510, June 22, 196;" ; R—I.% ;to,

	

B—106776, May 1905 .
one 7, 1365 .

	

1'-8911, %onzr aS, S . idept . 625, pag e
ac Ii—15 :1901, Tame ':, 5965 .
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necessary if he was to be adequately represented by counsel ,

the expenses w(-,r y held to be properly payable froin the appro-

priations of the court rattier than those of the Department o f
T
J ustice . t3

As illustration of a novel question submitted to this Office ,

which involved several departments of the Government, i s
contained in a decision to the Secretary of the !fir Force eon-

ccrning- the wage status under the Social Security Act of an

award of back pay by the Court of Claims to a master sergean t

for social security tax purposes .1 4

CONSTRUCTION OF 1PNE ' LAW S

Many of the matters presented for decision each year requir e

the construction of newly enacted legislation . For example ,

is 1965; a lair that was the subject of two decisions was the

_A_anerican-Mexican C:haanizal Convention tact of 1961. The

Commissioner ofthe U.S . Section of the International Boundar y:

and Water Commission requested advice as to whether it wa s

proper to compensate school distriets in the fringe area outsid e
the specified districts for losses or expenses resulting front

relocation of families to new districts and whether lessee s

operating parking lots on property to be acquired by 'the Unite d

.̀Mates could be compensated for improvement's to the leased

property . .

New legal questions concerning representation of indigen t

defendants by Government attorneys ivere raised following

enactment of the C:rinunal Tusticc -pct of 1961, approved august

20, 1964." The Chairman of the Civil Service Commissio n

first questioned whether private attorneys by virtue of th e

rendition of service and the acceptance of compensation woul d

be considered as holding a Government office under the Dual

Compensation Act. In our decision advising that the renderin g

of such services would not be reg ar ded as an appointment to a

Government once, it was indicated that more questions woul d
arise and other statute, would be involved if Governastent,

19 u-1551123, May 21, 1965 .

		

t ;, B--155027. Nov, 24,1961; B-150126 ,
i411-1320i'07 , May 113, 190', M ar 13,196,S ,

" 18 U .S .C. 3006a .
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attorney=s were to represent indigent defendants ." Subse-
quently, v.lie,n an ;attorney employed by a Federal agency in
St. Loui, Nvas appointed by a court to represent an indigent
minor, several _legal questions concerning the agency's authorit y
to excuse the attorney without a charge to leave or loss of pay
were answered in a decision to the Civil Service Comanission . 1 1

Before the legislation which became Public Law 89-26,
authorizing special evacuation allowances, was approved by th e
President, the Secretary of the Air Force requested a decision
as to whether in issuing inipleY lensing regulations it would b e
permissible to pay the special allowances authorized tinder the
law if the dependents of the military members were not returne d
to the continental United States or selected a foreign countr y
for their temporary residence . 1 °

The Librarian of Congress requested an interpretation as t o
%4-hether employees of the Library were covered by the -Militar y
Personnel and Civilian Employees Claims fact of 1964 . 20

Another new law that was tlie subject of some 12 decision s
during fiscal year 196 was the Government Employees Salary,

Reform Act of 1964 (Public Law 88-426, approved Au nest 14 ,
1961) . 21 For example, the Director of the Central Intelligenc e
Agency requested an opinion as to his authority to grant retro-
active increases biiililar to those ender the Salary I1efornt Ac t
to employees whose salaries were fixed pursuant . to administra-
tive authority .~ ' TThe Secretary of Agriculture requested out=
decision concerning the. payment of retroactive coinpeiisation t o
employees of comity committees ; `3 the Secretary of the Treas -
UTY requested out- opinion concerning d w correct salary rat e
payable tinder the Government: Eiuplovees Salary- Reform Ac t
of 1964 to an employee who Nvas doivngraded at his oAsmm reques t
during the retroactive period ."'

The President of t.lme Board of Conmmimissioners of the, District ;

Of Colimntl)iEi simbt11itted a series Of q esGo« ; concerning the
applicability of Public LaS.> 88 11, tpproved august M .

Is 13-45634A . Apr . 2 1965 .

	

",£S Suit . 412 .

11 13-156506, Apr . 23, 1965 .

	

' .i.:f. f.:anip . Cell. 90 .
11 B-144839 . Junco 15, 1965 .

	

' 441 Comp. Cell . 153 .
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1961.,'' relating to sick leave beriefit.s for members of the

metropolitan police forceand fire department.'''

CONTRACTOR V. GOVEWNIIE\T PERSONNE L

Two widely circulated decisions in the civil pad area during

1965= concer=ted contracting out for personal services. As a

result of congressional attention being focused on the problem
of contractor-furnished personnel by the Manpower Subconl-

mitt_ ee of the Arouse Post Office and Civil Service Connuittee ;

we were requested to render an opinion on the legality of the
use of, contractor-furnished personnel histtad of Governmen t
personnel by the Pacific Region Ground Electronics Engineer-

ing Installation _agency of the Air Force Logistics Command a t

F-Liclut Air Force -Base, Japan. The opinion, which held tha t

=this form of personnel procurement was not authorized by law

and was in violation of the Civil Service Act and other personne l
statutes, was printed as a supplement to the sul)conunittee

repor t . 2'
Following this opinion, a decision was rendered to the Genera l

Services AdminisLration advising that the procurement of the .

services of clerks, typists, telephone operators, and teletype
operators on a temporary basis during pear load and e€nergene v
periods was contrary to law and would require legislativ e
sanction for the procurement of such services in the future .- 3

CONTRACT S

Darin--r 1965 . the contract dcci,ion work conflimed to rep -

resent the h€r- cht se gincut of o€zr legal -,~-orlL . In the process of

considering hid protest cases, problems and inadequacies i n

Government contracting procedures are discovered. !! a

result corrective action is rec.onnneuded to the procuremen t

algeuc.E- _ A considerable number of bid protest n-tatters receive d
durim, the fiscal car reflected a need for corrective acLion .

For example, folio-"v ing a review of a protest against cancellatio n

V, M Sttj(, 5$'t .

	

'; 11 . Rept. 1 3 3 .1198, C:ong . 11-t-1€x$_2-t ,
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of an irritation for a vacuum machine to remove abrasives
for use on ships issued by the Department of the Davy and
nefotiation of a contract because of the urgent need for th e
equipment, it was found that there was a delay of 6 months
between the time the procurement was let to competition and th e
tune -the contract was nefrotiated and also that, after the issu-
ance of a certificate of competenc N. to the protestant, there wa s
a delay of 2 months in preparing an appeal from the certifica-
tion of competency to the Office of Naval Material despite th e

regulation re€tuircmetrts that such an appeal should be made on

an expedited basis . fnasmuch as the administrative delay-

was the cause of the urgency which necessitated the change
fro.-m advertised to negotiated procurement the Secretary o f
the navy was advised that in future procurements for urgentl y
heeded material procedures permitting such Situations to aris e
should be corrected .2 1

The Atomic Energy Commission presented for decision th e
€ uestion of the l ropriety of aeceptin' an ambiguous bid . The

invitation for bids requested separate item and aggregate bid s

but provided that : award ivould be blade in the aggregate only .
One, bidder submitted all ag

g
regate price % hick was less than

the actual total of the individual items . Without resort to
extraneous evidence, the Mi cia .vas susceptible of the interpreta .
t-ion that the aggregate price hid represcuted a discounted
amount which had no arithmetical relation -to the bid ott th e

individual items but it .eats also subject to the interpretation
that the aggregate bid price u-as erroneous . While the. bid
Was determilied to he nom-esponsive, the procuring affeitc y
was advised that, in the future. this -ty°pe of invitation shoul d

be avoided ; that "~wheti a..'ard ill the a~gregat.e is contemplated ,
bidders should be infort-lied of Eli€: purpose for which ittlu bids
are re€lue sted and that pr« p rl identified discounted bids i n
the aggregate mas be clrfered i0riout regard to individual Item
td prices . 4 '
Similarly, iii the case of invitaflons for multiYear re€ uire-

nien1s, the NNaiv ;' _€`cliartment was advised that future fir€ycure -
Iiie

	

prObjen-is mould he avoided if stack i€ivltattiolls €'.x1:ire";aly
eiiil'ormed bi€ldcr that [lie. Goveruineitt reserves the rig-lit t o

33 1`i[00 8 , Nlac. 31, I IW-) .
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make award on the single-year basis if, prior to aNvard j it i s

determined -that the subsequent years ' requirements are n o
lodger needed ."

Other corrective actions recommended in bid protest case s
Kere:' That the Defense Supply. _agency, in drafting specifi-
cations for repair contracts which permit the use of Government -
owned, tooling, specify the additional tooling available as well
as the tools that are not to be made available rattier than require
an inspection which would not reveal the adequacy of th e
tooling ; 32 that the Post Office Department, in future procure-
ments , clarify its specifications for carpets and rugs witl i
respect to the binding tape and cousi(ler inclusion of bid sample
a requirenre lt; 11 that the Navy Department provide for inclu-
sion of more precise prompt payment discount provision in its
invitations for bids ; 31 and that the Federal Ilousing Ad .nili-
istratien insure in future "brand name or equal" procurement s
that the invitation coin am tine necessary data and allow suffi .
cunt tune to perinit bidders offering to furnish in item oth er
than the brand name to submit intelligent responsive bids . 3 5

It is not infrequent that procuring agencies submit proposed
regulations for comment before issuance. Both the Small
Business ~cin llistratian and the General Services Adininistra s
-tion requested assistance. on proposed revisions of the Federa l
procurement regulations relating to the stibmission of a bi d
sailiple ."'

At the request of the Secretary of Defense proposed revision s
to the g illed Services t'i•ocUMItem Regidation concerning cos t
or pricing data N% ,ere reviewed and several suggestions were
offered for hi :4 consideration."` `flie Secretary of Labor sub
mitted for eominent proposed :amendments to the Davis-Baco n
p ct regulations to miplemcia the,, fringe benefits in prevaliliri g
wage determinations provided in i.lie act of July 2, 1964."

Each
F

ear nej1' types of procurement, acid new evalila!lo n
>, o

f formulas are devised. l his year at the i'€ €lnE ,t aE die Secretary
of the _fir -Force a l.id eva;litat.ioil nietliod ea 1_ed a model job"
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for obtaining pAnting services was submitted to our Office for
consideration of its acceptability under -the advertising statutes .
?i careful review of the proposed evaluation method, under
which secrecy of the mode of bid evaluation is an essentia l
ingredient, resulted in a determination that use of such a method
would violate the statutory advertising requirements of free
and open coinpetitioli for the reasons that unbalanced bias

could be subnnitted, that the method provided an incentive t o
sllecuIate on requirements, and that the system did not assctr e
that. award would be inade to the lowest aggregate bidder." '

Not only are the contract procedures of other agencies re -

vie-ved but, our oNvii internal procedures for handlin g and
rendering contract decisions are fregtien d.), reviewed and re -
appraised. Durin g fiscal year 1965, steps were takeit to assur e
,dt contractors of all opportunity to lire 5e.ttt their before
a decision is reached in those cases it-llere there, is a possibilit y
that the decision might direct cancellation of a contract . This
procedure will not. only insure that cowractors whose contracts
are being-cltle t-ioned have an opportunity- to present their view s
to the Office before cancellations actioii i diteeted but that al l
material matters hats°e bee=tt tnoultt lo the atteiltif>n of the

before a decision is reiidcred .
A de6siolt to the Attorney General . indicating the problems,

of enforcixls? claims agaalns~t defatlltiu,r contractors itt Stlit s
abroad, liven that while approprianotia of the _r-eincies whose
activities give rise to the liI_igationn alre.not available for ohtait i ;llg

% rits of prelinsinary aal uichirienat tit fort=igil Courts, the appro -
priations for legal activities caii be ilsed to purchase foreig n

c iirreneies for Such litigaatiotn e xpeiises to protect the intere4s

of the. l rtited States,`

A thre.Bold € iestioit €'.otle(`rnIi 7 'tT the (-'lt!',~.thllity o a ft)rc i m

Miall biisinc ;s cotscgrit for prefeietlee tinder the Small Bilsille. "s

pct `ll for a%card of coif-trtiction contract set-aside for smal l
Imsit)cs-s was decided diiritl"' the+ A-vaar . In this ease cancellation
of the wk- and to a sinall business contractor who did jot have a

place of in Ow 1 2

Stibsegtiejitly. vdwit the cot€trzictar Ille l a pt tatlotl for itidicia l

45 111 Cons;' f 1, 4 tl
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review of the administrative proceedings, we reported to the
Department of Justice oil the matter and furnished certifie d
docaancntation for the court . '

CIVIL AND INTILITAR PERSONNE L

l`vith civilian and military personnel in every part of fil e
world undertaking new prograi•ns, including those in outer
space and under the sea, new and complicated legal questions
are hound to arise. To illustrate, in connection with the

assignment of an Air force officer to an Apollo spacecraft at a

contractor's plant for purposes of studies of Malian reliabilit y

for extended planned space flight, the question of the officer 's

entitiem ,nit to additional per die.ni was submitted for deter-

nlination . The legal question at issue was whether the officer

living iii a spacecraft and eating a dried and bill-type experi-
mental diet for a period of i-flue could be considered as has p ing
Been furbished quarters and rations by a Government con -
tractor Nvidiib the meaning of the Joult `.Travel I=egulations . l'

The r€ ssiguineut of nwiuBers to restricted areas, such a s,

Vict.nain, f%eneraied niiiuerou . quest.iotis . For example, the.

Secretari; of file stir Force, before issidug an auiendinent to the
Joint Travel Ref~ulations, re€luest.ed au. opiui€,nits to rile propriet y
of trausporting a member ` s automobile wheii liis dependent s
are evacuated it) a selected ptacc but the menilier remains a t
the saute permanent date' station .'

Eacli year as more nwiuhers and foruier uienihers of th e
ul iforlued services becorm, cligibl€° for retireitwut benefits nei4 '

and unique flit€: : ti€ins arise .

	

To illusirat,. iii 1- g () :3 +lit 4:} ;'Cretf7Ct`

of Defetisc requested a d€'cisio a a-s to NOtetlier vuli :;tcd iuvinber s

of tb Rql, filar couipone~tas .Tonle lwvc their retired fiat- statu s

affected if ilicy lost their citizensliili or acquired foreign c1t1zcn-

ghi}i and, iih€alter alien juetub,'rs i~Jto li€•c.<liiic Mlildeiits of a

forei,g,n co-ijuirr' lose right to retired Closel y

relate=:l €o Hitt= matter i`,'a :~ t1 dvci,-;ioii requet-,t€'if by i 'ertitvlu C'
7

Ciih('.t•i' of tall=' ~ .y .`~ . ~, i3i°3i ~i rtial'tl ii. :~ ti) i,'~Tf'tlit - . t i'ciii't'd ~ .flit'•t -

Guiird culi`icd Ille iilit_r

	

accepted it telm'lliiir' fa(), itit_?ii it-ill s

.1-1 Comp . C-t-n . ;S'+_, .
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Ole Department of Education of the State of Tasmania, Aus-
tralia, would come under the constitutional prohibition against
ltol(ling - an office and receiving emoluments from a foreign
,;tale .' '' Similarly, the effect of the acceptance of a temporary
po -ition as special policeman on the military status of an officer ,
who under the Judge Advocate General' s Corps was participat-

in- in an excess leave prograin for officers attending law school ,

was the subject of a decision requested by the ;secretary o f

Defense.
Frequently civil and military decisions involve domesti c

relations law. ` To illustrate, in 1965 we rendered a decision to
the Commerce department concerning the entitlement of a n

overseas employee, %chose three children were placed in joint
custody of himself and his former wife, to reimbursement fo r

travel of the children incident to home leave travel of the

employee and his secoi) j wife." 'a'he question of attachment o f
a portion of the retirf d pad- of an officer to satisfy a court order
grantutb the memb(r's wife an absolute divorce and requiring
monthly support a _ .! maintenance payments was the subject
of 'a decision rendered in fiscal year 1965 .'0

Highlighting collaboration by the two assignment areas ,
namely military and transportation, was a military decisio n
which deter.tnined what trailer allowance and household effect :
shipment rights may be authorized for members of the uni-
formed services when shipment of effect : by house trailer is no t1

	

t

~€tcompleted because of a breakdown, danlac e or destruction en
route to €le ti-nation . ` 1

A military -p=air decision which indicated a rle.ed for clarifying
leg,-tslation byas rendered to Ole Secretary of the .Nav y €'oncernin' ,

subi-nature duty pay= for of(board-based ,subtllanite, staff 11tem-

ber.; who do not per-form the lltajor=t e," of t1wir €utie s on a till -
'Ir2ai'IIt€, T)a_ ending the enaeonellt of the lle es-Sai'A' R.CgIzdatlol l

submarine € my paynients m mien hut,_1 been made to stiel i
mentbers fora 1€ lI period of tittle F% - Cre allum vcl t!(ld recover y
aetion was abated . .'

11, a Vi,-il pay do cisiott 'A-1-ic is al-so relit=ewd < ll € c [" € l a rik IM
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legislation regarding the disposition of unpaid salary and lujup .
sum payments for annual leave due employees removed from
the service because of Hatch Act activities, such clarifyin g
legislation was held to be necessary to permit payment to
removed employees . 53 Similarly, following a decision to a
certifying officer of the Post Office Department concerning th e
propriety of an adjustment in the salary of a postmaster at a
fourth-class post office based oil salary changes between the
end of the fiscal year and the effective date of the adj utainen t ,
the House Post Office and Civil Service Committees recoil -
mended the inclusion of an ainendnnent to eliminate the inequit y
in legislation to establish a 5-day week for postinaster : ."

TRANSPORTATIO N

In fiscal year 1 €365, the last railroad land grant case %va s
finally settled shortly before the trial_ date . The case aganus t
the Duluth, Missabe & Iron Range Railway Co . for excessiv e
freight rates was instituted by the filing of a suit in 1944 .
Because of the length of time which elapsed after suit was file d
and the difficulty in proving the nature of the `,•nods shipped ,
the work accomplished by our Office contributed substantiall y
to the obtain4w, of a favorable settlement of this case . 5 5

A case handled during the year w1iich 111usi_rat s the fact tha t
there are overlapping legal &;u lbjects. in particular cases inaking
it necessary that our attorney:, he familiar with other area s
that their own particular technical field was the case of -4dantir
Coast Line Railroad C;otrq3any v. United Stares, Ca. Cl. No.
105-78. The carrier had been warded a judalnent of more.

t114.111 t$100,O00 which could not have been paid until a specia l
appropriation was provided for that purpose. Tfi € ue,iion o f
the propriety of an az reelllent to waive payment of [lie allloun t

sir excess of $100,000 so that the carrier could receive. pavl?(cnt

under the perjuanent indefinite appropriation Nvidiout the no-

ecsslt ;- for an(! delay incid ent to o€')tan -111)g a special apprS31 r i-
fatlol€ In the full ~1lllf}1lalt 4' a4i considered, ant i, = it'.t':€'.i't a r ise o f the

t1 -i liizi il, Junc, 10 1 965 .
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offer to waive payment of a larger amount was recommended .
As a result the carrier received payment several inonths prio r
to the tinnc it would have taken to get an appropriation for th e
judgment pa -inent," with resultant savings to the Governmen t
of the ainount of the judgment in excess of $100,00 .

.Because of the technical nature of the transportation cases ,
our attorneys often are called upon to assist the attorneys in th e
Department of Justice at all stages of the litigation from th e
tunic a petition is filed until final settlement .

In a case brought by a carrier for refund of overcharges for a
shipment of military household goods on the basis of entitle-
ment for movement both into and out of storage, reports wer e

prepared at several stages of the litigation . While the anioun t
sought to be re-covered in this case was relatively snnall, the fac t
that many requests for refivid had been made againnst other car -
riers made it an important case . As a cousequence tine Depart-
nnnent rectuested our assistance in preparing its report on th e
original as well as an amended petition . 57

At the request of the General Services Administration we
fussed on the propriety of a General ;services Edministration
program for the simplification of freight rate scales and charge s
on a broad variety of Govero ment equipment and supplie s
covered 1)y special sections 2`2 rate quotations on ` Freight-all-
finds.`° s a

It is necessary for our Office from time to linie to issue cir -

cular letters to the heads of t~overnmeut departmems an d
establishments on su_bjecty of m idc concerti ati d interest . In a
circular letter to heads of departilienit ", .iiide.t3etteat establish-

ments- and others concerned, is wa .3 found necessa-v to emphasiz e

the aplilicability of the. 3-year : taftite of limitatiotas oti trains-

lnort.ation claims iti order to assure conitilimii_e with the Jaw and

our ieotilations covering the, handlin g of trati portiation accounts

within the ptirviesv of 419 Q .S.C. 66 .

t (nsideradd , le-al "5it3l,all e tb n3 ell ("lull year 111 ('_01111ection
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with wits by and against the United Mates. In 196:), over
600 litigation reports were prepared .

Representative of these reports was one made at the reques t
of the Department of Justice in Bianco v . United States, Ct . Cl .
No- 327-62, which involved reemployment rights of a former
civilian employee . The findings of the Commissimei were
examined and detailed exception were recox t}nended Clot only
to the findings of fact, but also to the conclusions of law . Also,
computations of the amount of the plaintiff's recovery and th e
amount of the Govermucnt 's counterclaim were prepared .'
Similarly a lengthy report was made in connection with a com-
plaint filed in U .S. District Court for a mandatory injunction
requiring the Comptroller General to cancel a small busines s

;yet-aside contract awarded by MacDill Air Force Base, Fla."
The consequences of allowing a decision of the court to stand
in the ease of Sowhern Pacific Company v, United Mates, Ct. Cl.
No. 13--63, involving transit privileges ox} a shipment of canne d
(Toads moving x rider a Gov era}nient ball of lade}g, was reported
to the Departntent of Justice ."

Advisory, opinions are also fixrnished oar the propriety of th e
acceptance of offers in, compromise made to the Goverzuneait ,
The legal defenses for wAliholdilxg overcharge ~. against a water
carrier ix} connection with the shipmeut of bulk fatel to remote .
Arctic and Alaskan defense installations was ;the subjeet 'of a
report to the Admiralty and Sltip inn Section of the Departmen t
of Justic€. . 63 Wheu the Government's by gents would best be
served, acceptances of compromise offers from carriers ar e
recommended when the ease is referred to the Deparunent o f
Justice. _-'~s a3i example, such a reeonunendatiott was made i1 i
emnmect ;oxt Nvith 'the ass'nup tmom} of fialbili v by in alrfrex rlt t
fo .ve,rder for repair of ami electric. motor . hieh W i lot while
mxlovit.- from one _fir orce base to amiother ."

RESW ALRC:Ii SERVICE S

Departments and agen tee ax'e kept a 0rea€t of significan t
d c tsious as t1t v Iwo i~ ;stied 1) .r the gel'- e.laal €hstrtl_ at i(,11 of
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advancs. copies, digests, and the publication of decisions in
Monflily pamphlets, An annual volume of published decision s
is compiled ene'll year. The volume containing decision s

midered iu 1.965 is the 444th.
Information on our unpublished decisions is made available to

Government agencies by publication of quarterly pamphlets o

digest ,) on the following subjects : (1) Appropriations an d

mi ;celtaneous, (2) ci ilian personnel, (3) contracts, (4) pay and

allowanc(,8 of the uniformed services, and (5) transportation .
c4ation and subject card index is maintained on all deci-

sions. Research services are furnished upon request. During

1965, 2,876 telephone research inquiries were answered.
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CHAPTER FOURTEE N

ecru .ting, Staff Development, an d
Overall Personnel Progra m

RECRUITING AND DEVELOPING OUR PROFESSIONAL STAFF O F
ACCOUNTANTS, AUDITORS, AND INVESTIGATOR S

To carry out the duties placed upon us by the Congress, w e
require a highly- qualified staff of professional accountants ,
auditors, and investigators . We are continuously seeking th e
better graduat-s from the colleges and universities which hav e
a high educational standard in the field of accounting . li t
addition, we have programs to increase the professional talents

of the individual members of the staff and the professiona l
skills of -the staff as a whole .

We continued to use the services of leading educators from
some of our foremost universities to assist us in formulating a
program to obtain and develop an outstanding staff of profes-
sional accountants, auditors, and investigators . They have
counseled and advised us in establishing an overall long-range

program for recruiting, training, and developing the member s
of our staff. Also, they have advised and assisted us in making
plans to encourage continuing academic support for a program
aimed at maintaining our staff at required levels .

Educator-consultants who were of assistance to cis in thi s
juanner during the year were :

Prof. Raymond C . Dein, Department of Butsiness Organization an d
Mana-cment, College of Biwiness Administration, The Universit y
of Nebraska .

Prof. Charles J . Caa, Department of Accounting and Financia l
Administration, College of Business and Public Service, Michiga n
Mate (1tiVerhity .

Dean Charles E. Johnson, C:olleg~t of Lil)eral Arts . University o f
Oregon .

Dean Drank

	

l aulhack, Jr ., -McIntire school of Commerce . Ulli -
versity of virginva .

Deaf JanieB R . McCov, College of Commerce and administration .
The Ohio Mate Uuircroity .

901



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

Prof. Williard L . Stone. College of Business Administration, Uni-
versity of Florida .

Prof. Herbert F . Taggart, School of Business Administration, Uni-
versity of Michigan .

Recruiting

We have determined through observation and performanc e
that staff members recruited from colleges and universities can

develop rapidly to serve in positions of responsibility and nlai€i-
tain the high professional standards required in our work . Our

recruitment of college graduates durin g the yeas° continued t o

be successful. A total of 330 bi-h-quality students, will €

accounting as their major field of stud- . with degrees from 1.89

colleges and universities--located in 44 States, tlic District o f

Columbia, and Puerto Rico--started their professional career s

with its . Thirty of these staff members were separated durin g

the year for military service and two rciurned . In addition,

1 staff members who were appointed in prior years and had

been separated for military service returned from the servic e

during the - ear and rejoined our staff. For detailed information

concerning military separations and reappoint€nents . see page 361 .

We continued our association with college and universit y

faculty- nenil,ers and honorary and professional organizations .

We continued our series of programs held for university an d

college faculty- members to acquaint then with the professiona l

quality of our stork and to obtain their assistanPe in our re-

cruiting efforts . Over 100 professor : and college factilty

nienibers i o€n collc=acs and universities throu,.„ltout the countr y

attended these sessions diarina the Fear .
As of June 30, 1965, members of our i)rofessional accountin g ,

auditing, and investigative- staff held 19 ,1769 degrees from 398

colleges and nuniversities ,

Training

During the past ;feA, t eaars, as a part of out- lilanned profes-
sional development, we ►cave developed a series of coordinate d

training proa ra€t€,s sb ithi€€ the General Accounting Office designed

to meet the varied needs of the staff nicinhers at each level o f
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responsibility . NN- here training can better be giver outside the ,

General Accountinu Office, we have utilized those facilities .

The following tabulation shows the various programs given

within the General Accounting Office and the courses attende d

by staff members in nong-overnment facilities during the fiscal

year 1965.

Training Gimn Through General Accounting Office raeilifies

i
c

Number

	

Length } Total num -
of tunes

	

Name of training program

	

(

	

of

	

i ber attend -

	

given

	

III

	

prograrn ling program s

r i

6 .

	

. GS-7	 15 days . . .

	

25 3
1. . Intermediate (Washington)	 ~ 10 days . . .

	

3 9
1 :

	

. .

	

Intermediate (San Francisco) 	 10 days . . . .

	

7 2
I	 Advanced audit management	 5 days . . . .)

	

=18
4 ;

	

. . j automatic data processing	 5 clays	 1 .7 1
1	 I advanced •accounting and auditing study, ( 18 weeks . . .]

	

72
Washington .

	

I

	

I+
I

	

	 I advanced accounting and auditing study, ( 17 Nveeks . . .,

	

30
Sian Francisco.

I3	 advanced seminar (regiou;d offices)	 2 (lays . . . .

	

24 5
3 . . .

	

Advanced seminar (Washington) . . . .

	

days . . . .)

	

4 2

1

	

97 2

-Draining Gic-en Through Non-Gorernment Facilitie s

'\umber'

	

j

	

I:engtli

	

I Total mini -

	

of

	

m of course

	

of

	

i ber attend -
courses

	

i

	

course

	

i ing course' s
f

II .

	

Automatic data processing, and others .

	

Various	 21 0
.̀

	

Statistical sampling	 I Iii weeks . . . ~

	

6
Pro,,ram for manageetcttt development,	 ~ 16 «•ticks . . .

	

1
Advanced matt, g enient program	 i 13 t+ceks . .

	

E'-
1 -	 Evecutivedevelopment pro g ram	 1 1.Ifeeks . . .~

	

d

2. , - . - - - = Fxccuticc development program	 8 weeks . . .

	

I
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A bt•ie(descripticm ofthe ob,jeeties of these pro-rants follows -

are : (!) i days of basic; orientation given in part immediatel y

iipaxi e nterm— on diay . and the remainder diit'nt- the einployee 's

first 60 dayri ~ tt11 the Office, (2) a '-)-day classrooni course gt 111



2 to 4 months after entering on duty, and (3) five I-day trainin g

5cs3ioits during the employee's first year with the Office, devoted

to selected subject areas which particularly .neet the needs o f

the regional office or operating division .
,.rhe objective of this program is introductory training--t o

orient new employees to the organization, functions, rules ,
policies, and procedures of the General Accounting Office and t o

the fiscal, legal, accounting, and management processes of the

Federal Government. This training is intended to bridge the
gap between accounting education obtained in the colleges an d
the more specific needs new employees will encounter ou actua l

audit assiginnents .
2. Intermediate Tra.inirrg Program, GS-9-II .-The objective

of this program is to present to the professional staff members
in grades GS--9--II more formal training in the application of

the accounting and auditing policies and procedures of th e

Office;. `.I'he prograin specifically cover : the following : Complex

audit situations stressing judgment factors and problem-solvin g

techniques, supervisory techniques as they apply to the Nvork
performed and the techniques and phases of carrying out com a

prehensive audit: work.
3. Advanced Audit li:araagernerrt Prgraara .--The objective of

this program designed for staff members in grades GS–I2 i s

to present advanced training in the accounting and auditin g

policies and procedures of the Office . 't'he prograan also ineludes

training in supervisory responsibilities, human relations, and

communica Lions .
4. Autonacatic Data Processbig Trcar'-iing Progrcrrn .—The ob-

jective of this program is to provide special training in aut.onaatic
data processing procedures and related audit responsibilities
and techniques .

5, Advanced Accounting and Atrclriirig StradY Pr%v rn .—`_l`his
program is priniaril,t designed to prepare staff n►endien to d o

b tt-r job on their day-to-day assiunments and to assist those

who area interested in taking the CPA examination to attait]

recognit on as a professional accout7taut b,, ,- pa"ning the
examina titan .
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Staff Development

In addition to prof iding training through the programs w e
conduct, we afford selected members of our staff the opportu-
nity to attend advanced rnanagernent programs at selecte d
colleges and. universities and to attend courses in specialize d
subjects provided by manufacturers or others ,

During the year nine members of our staff tool: part: in eithe r
Advanced Management or Executive Development program s
conducted by Harvard University, Graduate School of Business
Administration ; University of Michi gan, Graduate School o f
Business Administration ; and Stanford University, Graduat e
School of Business . Seven of the participants occupied top or
senior management positions in our regional offices and wo
occupied similar positions on our Washington staff .

Ira addition, 21.0 members of our staff attended, at variou s
times, brief study courses provided by manufacturers on auto-
matic data processing systems and methods, and 6 other staf f
members attended a course on statistical sampling .

Many of our staff are members of professional accounting
organizations at both national and State levels and activel y
participate in their affairs . We encourage our staff to continu e
their professional development .

Many Mates recognize the professional nature of our work
and accept General Accounting Office experience as meetin g
their eligibility standards required for the CPA certificate .
Many of our professional staff have obtained their CPA cer-
tificates on the basis of General Accounting Office experience .
Forty-three inembers of our staff passed the CPA examinatio n
givcti by Mate boards during the fiscal year . During this same
period, 31. staff members received their CPA certificates base d
upon passing the examination during the present or prior years
and completing their experience requirement . Three hunched
and ninety-aline members of our staff are holders of the CPA
certificate and 54 others Nvlio have passed the required exandua ¢
tion will receive their certificates poaa completion or their
experience requirement .
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Not all States accept General Accounting Office experienc e
as qualifying experience . Recognition of our experience by
the remaining; States would end the inconsistency now existing.
As the :situation is now, members of our staff in sonic States
are afforded the opportunity to obtain the CIA certificate ,
while equally competent and highly qualified professional meni -
hers of our staff in outer Mates are denied this opportunity .
We are working closely with Mate boards of accountancy and
committees of professional organizations to bring to their
attention the professional quality of our work so that th e
General Accounting Office experience is.-ill be recognized a s
qualifying for he CPA certificate in all Mates . The trend
toward increased recognition of our experience has bee n
encouraging

RECRUITING AND TRAINING OF AT'I'OR4EY S

Durhur the fiscal year 1.96 :.)', «-e continued the recruiting and
training of a limited number of attorneys for our Office of th e
General Counsel in order to replace those attorneys separate d
froni the Office as a result of retirenienits and transfers . For
the most part our new attornetis were recent lair schoo l
graduates .

RECRUJI" ING AND TRAINING TRA SPOI;TA-TION SPECIALIST S

Durini fiscal near 1965, we cominiled the reeruiting an d
training of a limited number of irainees to replenish our tech ,
nical staff of transportation specialists . Five trainees wer e
hired and are now receivin or basic trainin, before assJ unlileti t
to the audit branches w inure on-the-job training will be provided .

OVERALL PERSONNEL PROGRAM

NN c c•onlinued . during the, fiscal near 1965, to plc pI lrt is uta r
e-ilililla i upon slhlrpt :€niing our personnel 1?roc€,chir,~ f,11st- re f ,In -
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in our personnel policies, practices, and guidelines so that the
might be of maximum use and benefit to our supervisors and
employees. To this end, Ave completely revised and updated
our personnel 'administration manual for use of our regiona l
managers in the field and our other supervisors . We tightened
our procedures and controls oil health benefit enrollment s
whereby new enrollments are acknowledged and neNv employees
who do not enroll' within a reasonable time are reminded of
impending deadlines. During the open season, Ave provided
our eligible employees, who Nvere not enrolled, with the fulles t
opportunity for enrolling in the Federal employees healt h
benefits program and those `vlto Fvere enrolled Nvith the oppor-

tunity of changing their health benefits enrollment. In order
to inlplezuent the Military Personnel and Civilian Employees '
Clai us Act of 1964, approved August 31, 1969, Public La w
£18-558, 78 Stat . 767, Comptroller General's Order No . 1 .39
was developed and issued. This order established responsibil-
ities, procedures, and regulations for the settlement of claims
of. our officers and employees (or certain of their survivors) fo r
damage to, or loss of, personal property incident to their service
in the General -accounting Office .

During the fiscal year, Ave continued position classificatio n
reviews;ol' positions as required by section i .310(d) of the act of
November 1, 1951 (€:h. 664, 65 Stat . 7."38), and r sported to th e
appropriate committees of Congress oil the results of ou r
reviews. We, also, cooperated with the Civil Service €=:orumis-
sion in the development of new arul revised position classifica-
tion standards through the analysis of tentative drafts o f
standards and tests of these tentative standards oil existin g
po9Ftiolls in the t~=11ice <

"01 new employees received oricia :tion training upon report .
itrg for Nvork in order to familiarize them generally with thei r
rights. privileges . and respons-biliti€:s as :l{ede .ral employees and

r
to acquaint them briefly, , Nvith the history and organization of

the. General Accounting Ofnee and its policies and procedure s
regrtrdin a conduct .11
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l airy flze facilities of the Public Health Service, we provided
199 employ,, ,es with physical examinations under our health
maiiitcaance program and made screening tuts for diabete s
a v iilaille to rntr employees . Employees found to he in need of -
inedical care were referred to their private prIectitioners for.
Uea 11,11Ct .

dditimial data concerning our personnel program will l;e
foUrid ~n the appendix beginning at page 356 .
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U.S. GENERAL ACCOUNTING OFFICE
APPROPRIt%XION RECEIiTS AND EXPENDITURES

FISCAL YEAR 1965

We received'.
By .

	

:'appropriation

	

for

	

salaries

	

and expenses ,
1965	 $46,900,000

-

	

-Reimbursements and refunds	 -52,686
Less : Transfer

	

to

	

operating

	

expenses, National . - -

Archives

	

and

	

Records

	

Service, Genera l
Sery ces .` uxininistration, 1965 . . . . .

	

. . . . .

	

. .

	

. --26-t, 60()

'.Dotal available	 .

	

. . . .

	

.

	

. . . . . . . . . . $46,688,08 6

Ave, spent ;
For : Personnel compensation :

Office

	

of

	

the

	

Comptrolle r
General	 - $91,82 1
Office

	

of

	

the

	

_'assistan t
Comptroller Ceneral . . . . _18, 61 3

Office

	

of

	

Administrativ e
ncrv .i :es	 1, 035, 71 9

C .la€m=i t ivtoioll	 1, 518, 198 -
_

	

l ran .vortation 1 .)lvision	 6,234, 190
Di%i .`ioit of Ik en;olinel	 -1 66,296 -

	

-
tlt et, of the Gencral Coin -

-1	 1, 973 . 81 1
Accomiting

	

=Intl

	

Auditiw,
Voliev Staff	 228, 126 _

Office

	

of

	

Staff

	

Manage -
lnellL	 I38 .08 1

Dofensv

	

A'comlting

	

and
Auditing Division	 2, 955, 700

Civil Accouut ;ug and Audit -
ing Divioion	 6, 038, 17 1

'ield Operatious Division	 I-S, 163, 68..
I n ti-rilatlonal

	

Operations
Division

	

(N ashingtou ,
I} .C: .)	 9 -, 4, 010 ;

European brallcli	 138, 17 I
I' lr mast braueh	 219, 31, 1 5

l l eport Department	 '156,776

For : `bray el and other expense .. .	 , 2

	

1, 28V
) ,' or :

	

Pe

	

ontiel

	

compentiatlon,

	

tra%el, -

	

-
-

	

--

	

-

	

etc .

	

(retlllbnret+tl)	 °2l

	

. r,
7:., t1oC

`l'otal obligations, Junta ! ), 1905	

----------- -

. . . . . . . . . . . 15 =111, 6)22

1 ess : Olitstan liaa oblination

	

l .mc 30, 1905 ;net) . . 1, 813, 12 5

Toial PXpelidititres, b inc 30, 1 1 )(11-1	 .

	

. . . . . . . . . . . . . . . . 43, 598, 4m

A'e have tell .
L ` n<;x11,-iitletl lialauce, Jutie 30, 196 34

	

. . . . . . . . . . . . . . . . . . . . . . . . . . . 3, 039, 489

-

	

-

	

-

	

knal4 ' ih of a€ia-'lien

	

ed balance :
Outntun iing ohl , ttl

	

tt> . June :315, 003 ijtrt_i . . . . . . .

	

. 4 .813, 1 7 5

f_llohii„ated bal

	

ll -+,'i t'll .)=.`aicn Jnnc 30_ IF)(6	 L .2-lo, ,164
- - -

	

3, oat sm,
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COLLECTIONS BY OR THROUGH THE EIFOR'rs OF TH E
GENERAL <1C(:OUN,PING OFFICE 1950-6 5

-

	

[000 omitted ]

t,rlit, rat j- rranspor- 1 General i Tnvestiga- 1 Yosbit_

	

Tota l
Fiscal year

	

audit

	

t .ielan audit

	

claims

	

t-ions i

	

account, snit etions
- - and claim s

1950

	

___

	

_

	

(

	

.14 ;6142 1 $19 535 1 G4, 340 $2,670 i 2 $992 $42,785

	

-
1951	 11,(M 27,322 i 7,492 1,7861 ? 251

	

1 48 .05 7
195:	 i

	

9, 1.62 1 36,753 9,079 014 , 	 F3 7
19.53	 I

	

10 din 37 , 626 - 7 .363 1,236 + 	 ;. 57,170 .

	

-
195;	 12, 651J ; 40,755 j .5)5 :

	

514

	

!	 61 . 9013
-1955	 ..	 1

	

9,924 ; 33,513 ' t3,Ot '5 -

	

003	 55 . W,
1956

	

---

	

.	 ~

	

8,420 t 52,097 7 .3h8 !

	

-

	

401

	

--- --

	

_ 64 305-

	

-

	

--

	

1957

	

___

	

__--

	

,94 ( 4

	

6 .15 10,426
1	

I	 65 875

	

-1958	 19 105 i 40 162 7,424 ___

	

t __

	

- 66 Stii

	

-
1959	 i

	

18 .646 xJ 535 8,376 _

	

-- -- 5U; 55 9-

	

-

	

1960	 `	 I

	

14,061 . ; 21,545 i 233 . ;	 ~- _

	

1--~	 ! 93 .43 9
-

	

1fi51	 S .970

	

~ '24,071 4,S78 ' 37 .919

	

-
191;?_

	

-_-.-_—' 	 ' .,—_ :_ .	 ;

	

-

	

13,8211 i 23 :160 j G.233 .t 	 !	 •13,11 9
1963	 I

	

9.679 ; 15 .960 .4,5'28 ____

	

- 	 29,16 7
-

	

l'i61

	

_ ..____ .:-__>-, .	 10,2,57 10,•499 : -- :. .	
. 	 i 57,106

	

-
1965	 I

	

11,

	

22 9 .tii7 -1,070 :	
	

y :4 .9 .1 0

-

	

Total	 ,

	

190,3. 0 -!
1

480,045 : `109,755 ~i

	

8.231

	

~ 1"213

	

'— 759,-59 7

I Consolidated with accounting and aaditing functions as of Julc 1, 1956,

	

and rupoited wider general
audit in fiscal y(, r 1957 .

2 boes not uuhide collections for ammints with foreign countries and in fsc) year 1951 represent s
Collections to Nov, 1-1,

	

950, date of function tralufor to Yost Qllice- Departinclit .

SUMMARY OF FIAak CIAL BEN1 7 1, 1's _t'ri'mH U 'AB1,1 TO THE W0 J1xli
0F'r1IE G ,NERD, ACCOUNTING OFFICE IDENTIFIED DURING TUE
FISCAL

	

YEAR

	

1965

COUECTIONS AND OTHER MEASURABLE BENEF11 5
[!X10 omitted)

e r
-- <

	

Ile.rtiens n
'.00t h

_` asur,i le.

	

_ 'total
ht•.i7e'tit s

DEPARTMENT S
-

	

army .	 -~ I 367 X13,334 t -14,701-

	

Navy	 4,i•' 2`,416? -_- ,0 ,;
-

	

-

	

Air force	 °	 --- ---1 ti9 ,
D(,fcose . .	 • --- 5 ! •2';4

	

, 33,27 1
Agriculture_- _

	

__ .	 - 409 49:1 I -+02
_

	

Army Corps of I ugi_ice[

	

(i c; fml ti, l- t

	

_ 13

	

' 7 rOS 1 bu s
-

	

Commerce- _ .

	

—

	

- -- ; 4w8 :

	

72

	

j 3

	

0)
-

	

iar.t3th,l .d$c

	

t1<,i„anelll-u, .ire .	 - .	 ;39-'
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DETAILS OF OTHER MEASURABLE BENEFIT S

Details of `other measurable benefits attributable . to the audit work of the genera l
Accounting Office, totaling $161,831,000, are listed below.

	

These financial benefits
were identified 'during the fiscal year 1965 and consist of realized or potential saving s
in Governtltcnt- operations directly attributable to action taken or planned oil findings
developed by the General Accounting Office in its examination of agency and coo- -
tractot operations .

	

Irt inoet instances, the potential benefits are based on estirnates
and for some items the actual amounts to be realized are contingent upon ftlttlY, :
actions or events .

- Zt'sti—t,N1
Action taken or planned hviefils

Supply illarragerttent :
Ile duction, in the procurcnlent costs of seven aircraft program, ,

through

	

substituting

	

G overtiment-furnished

	

equipment

	

fo r
con trite toe-furnished equipment., estimated as follows :

Fiscal year 1965 . . .

	

$5,032,000
Fiscal year 1966 . . .

	

5,058,000
Fiscal year 1961 . . .

	

8, 040, 00 0
- - - $13,130,00 0

Cancellation of plans to purchase materials for which there was no

current needed	 10,924,00 0

Savings in procurement costs as a result of changes in designzi and
specification s	 7,174,000

Transfer of excess material to agencies or conti4etors for use in lie u
of staking new procurenientFt 	 6,415,000

Cancellation of sebeduled repairs to aeronautical spare parts an d
components (sufficient serviceable spare parts and component s
were available io meet current or long-range needs) 	 6,380-00 0

Adjwtmcnt of prices itnder existing contracts or proposed amend -
ments	 3,055,00 0

Return to aciite inventory excess or surplus material and equip s
ineut which Ivan either prematurely scheduled for disposal or no t
being recognized its an accepialile sithstitute for items in cur ren t

-

	

demand,	 1,69 .1; 000

RediiC6011 of procurement costs thralil;h development of detaile d
purchase specifications to eliminate purch,u ing under restrictiv e

-

	

-Brand rianle or equal basis and thereby encourage competitive_-

liidg (e-tinnated annual savings:)	 1,300,000
C.

	

llation of rennisitiails for ulilleeded ~is"llal equipment .11111

yparc part 5	 1, :;110,000
Reduction ill new procurcancnt resulting from iedis-,ribution of ex-

ceae vehicle spare part,: and assemblies in Korea	 1, 1%, 000

Reduction in fiscal year 1005 appropriation ieguest for unitized
ofhcc furniture 000, 00 0

1.cduetion its nciv procurement by diverAon of deliveries and re -

-

	

_

	

covert' of execs" firer ft Spare pier[" furInsb :ed to Portugal	 975,000
Ue of ert I ;euivn t for lads	 8W000

fleel .iilia lioil of part!: froth

	

xc(— aircraft Cog'inl:s	 797 .000
hilt ire.

	

for

	

redistribution

	

if

	

exce.,:;

	

military

	

asist,,nve supplie s
furnished a recipient country 	 — 6-1,3,00 0

-

	

DiA t-ion of a large masher of lnlnccded velielfA sehedtd±-d for a
foreign country tinder the' militar y

	

l < i tanPC program . . . 5118, 00 0

-2'17



Bsrinintal

-

	

action t .ken orpl—ned benefits

	

_

Sujtply ltlall agentertt—Oontinue d

Revision of dairy products price-support prggralu to deter certai n
n.owment of butter by processors and ba ndlers (estimate d
annual savings)	 :	 $533,00 0

Recovery and redistribution to other military assistance program s
of excess ordnance repair parts	 433, 000

Procurement or transfer front a Government source rather titan
from a commercial source ($265,000) and revision of procuremen t
procedures to require bid evaluation on the basis of delivered
cost ($90,000)	 3,55, 00 0

Procurement of paint in more ceonomical-sized containers ("-t1 -
mated annual savings)	 330,00 0

Reduction in alleged damages due contractor concerning abaca
resulting from disclosure of ove£statenlent of damages claimed 	 r, 8, 00 0

Standardization and consolidated procurement of certain iteni s
of protective imiforni clothing	 152,000

Recovery of excess radar modification hits and reoi tribution o f
excess training rocket heads 	 122,000

Redistribution of coutmcreial-type vcbicles

	

s9 inncd to Militar y

-

	

?1ti;rL t(iiICE L~dFiBOrt' (zronp alld llendgllaCts l :;, ~Upl Krrt l~ .eti~`itT.
Taipei, Republic of China	 I1-1-, It00

-

	

-

	

Transfer of two e`ict -" lase model vellicle:i to another agenel` in?tva d
of to -a foreign country on a grant b i-is 	 °, 00 0

Otheritetns	 320 1 00 0

Communications :

Znerea=ed use of Federal ` cleeonnuuuicati : w~ Svstelo for loug _
dimance telephone calls (estimated animat - tt no—;)	 1,500,00 0

_

	

Incorporation of Independently leased intercity colon louieation s
-

	

lines into GSA circuit management program Ill obtain advail -
taces of -reduced bulk rates offered by

	

telephone c„itipanics
(estimated annual saviligs)	 1, 000, O() 0

Reduction in number of leased telvivpewriter circuits and reduce d
rented rates of eircuits continued to lie leii ;4 ed	 51,00 0

a. ; ments to Goveral aent rlriplareos, I _etcrails, and tither lodividuals :

Re vision of Joint Travel tiegulatiou~, ~%hieh will have tae effCct of
reducing allowable travel time of nlihtar '

	

per~uuucl using I ;ri-

-

	

-

	

vately owned vehicles oil periuntient chap_ , of ntaliolt trave l
(estntiated annual

	

avings)	 '", 000 .000
lies ision of Jonit travel llerulationa to limit pa4 uloul- to civilia n

and tuilitarti

	

persorn,ei usimlg l6vatel) oliucil lelacle ., (z .1- their

-

	

min convenience- in perfortmnt r temporary duty travc~ to tlle.
-

	

constructive cost of air of

	

4urfave comim"i carnet

	

--i~cl as
apprllpri •see (Cfrtimated anumil F av in -)	 2, 000, 00 0

lledui_tion

	

in

	

the

	

rate

	

of e .. rl-oa°l k{itl;

	

It )luti an:'c

	

t'ktl i~3tA L='i

	

ti,

vertaiu l'ederaleml,lovice . (e_,tiolateil autunalr "ductiou)	 2l . 00011, 00 0

Fiedurtion ill tier dicnr pavtnciits to ship,' creli oietnhers at cl>u -
-

	

-

	

i

	

[C (oi`s
t

	

fliipjartls Iii

	

rn it ina

	

itv dil,i171i`

	

Co

	

theltl

	

sl n :irtCri

	

and -

-

	

--

	

ltli

	

`ing, t i<ill it: ---

	

It it tie.li X14'

	

("ry Brit el it'-eft iii+t ilia Ct=)it 	 I , OW), 00 0

lCci .nicul

	

of retjulati,m=

	

ptacin)_

	

more

	

ro trietie=v

	

bulitali<ni-

	

cu e
1

	

npora ry Iodgim,

	

+ll % auc e pa

	

i

	

nt- to military

	

persc>uliel il l

flaiiadi(``tnnal`dallinia .,tkin

	

)	 1,61lil .000

`,1 8

;1,



Isstinu ted
Gm ,fit s

$639,00 0

5 ,19, 00 0

'181, 000

220,000

165,000

161,000

160,00 0

1 :57, 00 0

117,00 0

74,000

27,000
306 .000

8, 000, 000

1,8,1-7 . 00 0

1 . 12 :3, 00 0

1 1 -10,11 ,000

o0o ' :_110 0

l t)o, 00 0
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Adion token or planned
Estimafrd
bmlJit s

J.unns, Contributions, and Grants--Continued
Reduction in Federal matching funds for -public assistance pro -

grmn

	

re4nitiug front revision of plan for allocating administra -
five expenses between matchable and nonmatchable programs . . $165,00 0

ReduaAion in need for borrowing by the Government - with conse -
quent decrease in interest cost resulting from a change in proce-
dures for advancing Federal fun(h3 to institutions	 10,'),00 0

Other items . . .

	

.	 5,000

Leasing and Rental Gists:
Purchasing rather than leasing automatic data processing an d

related equipment	 11,800,000
Purchasing' rather than leasing electric power substations 	 2,388,000
Purchasing rather than leasing office copiers, 	 732,00 0
Consolidation of selected hospital and regional office data pro -

eossing operations . . . . :	 2$7,00 0
Cancellation of sublease agreement and certain other concession s

obtained resulting irons disclosure of excessive rental costs for
ascertain postal facility 	 112,00 0

Termination of lease for recreational land not being used 	 47,00 0
Other items	 223,000

Utilization of United Staters-owned Foreign Currencies :
Utilization of excess U.S .-owned foreign currency rather tha n

dollars for paying federal benefit payments in Yugoslavia	 4,000,000
Utilization of foreign currency received as repayment for loan s

made to a foreign country reduced file need to purchase th e
ciarMlVV `tiith dollars for I'

	

uses	 3,000,000
Increaser) use of U .S .-owned foreign currencies; in lieu of dollar s

for air travel costs to certain foreign cotintries 	 1,000,00 0
Cancellation of it project for the construction and improvemen t

of art airport in it foreign country released the remaining foreig n
currencies for other U .S . use	 900,000

Annual accrual of interest on large halanees of US .-l-tied foreig n
-

	

currencies preN iously held in notl-iii terest-twarilt t ilrconilt3, , . . . .151, 000

	

-
Requiring Government employees and certain Ci, (x-liverlilncn t

operations in Recife, Brazil, to ptirelimie their foreign currency
rerjoirements front U .S . Government nource5 rather than fro m
private Brazilian sources, 	 48(),00 0

:

	

-

	

Accrtial of interest on recovered

	

U,S .-olmed foreign c urrencic s
that mere advanced to a recipient country and were i ll exeess o f
i?~ lace,'(s	 129,000

-

	

Forei"ll currellev for Svhich no plans existed S5'ere- made ava i lable
-

	

-

	

f€lr paymenu of U,.S . oblipitiotus that

	

i%oold nt̀ henwiFe reffiltrt: -
the rxptarditure- of dollars	

-

68 .000
yy;;
Rental l r ymw and Foes

-

	

'W(lititniaal

	

annual

	

-eveliuet-

	

duo

	

to

	

(1

	

tire:.-

	

in

	

vvittal

	

rate ..s

	

and -
utililr

	

{`Ir, r•~c,,

	

for

	

( : :~t ;~xinneni

	

lnl~cal

	

housing-,

	

quiarteni,

	

an d
daft

	

ea	 1,37:1,000
fnirc

	

re in ;ia iu ld rental in . - m e inve)lvin°` low-rc-ut public Imut,io g
f1l

	

i t

	

t`t :,	 5,6,000
Additional

	

imnuaal

	

r< . ti : tri g s al :ul6mi

	

fratu

	

n l rea .-inf

	

tees fo r
't .rcial-list t

	

.riva= for -,uitimet. Almil

	

A tes	 2 113, 000

Oilil l

	

,tetl,r-	 2o, 00o
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-

	

-

	

Action taken or planned.

	

-

Cor stmction ; Improvement, and Ilepair tests .

C;ancell atiou of (a) plans to resurface roadway rated as excellen t
(u2I3 000), (b) requests for ecrostruction of erttployce housin g
nuits ($463, 000), and (e) plans for extensive intpratentents an d
repairs of properties scheduled for transfer ($257, 000) 	

Withdrawal ofinvitation to hid nn theconstruction of an unneeded
engine buildup shop for the Hawaii sic rational Gunrd	

Other itertrs	

Operation crud Maintenance :

Reduction in inventory of commercial-type heavy trucks an d
buses :	

WithdraNial of tiro aircraft and associated operating pl .rsonneL no t
required at an ,Vnty carlmrtand (estimated annual w ing,) 	

Reduced_ operation and muinteoawe expenre resulting from usre o f
commercial de .Mgn vehicles instead of military design %ebicle s

for administrative transportation (eslintated annual QaVillg+

Manpower Utilization :

Elimination of the mission of ;fir Force Pw= crve recovery uni! ?
which did not soffi viently add to the air t'rrce di persal and re-
eoustitution Capability to justify ultimate expenditure cif 82 0
million aminaltv	

Reduction lit staff at, aNaval avununitior, depot (!awtimated annua l

savings)	
Termination of the services of contractor employees at orgauiza-

tious manned with military and civilian personnel hating, th e
required skills,	

Subsidies :
Reduction in payownt3 by Maritime .-tdmh&tratiml to contractors

resulting from r .vision ofd procedures for etdcldating operating -
-

	

differential subsidy r=tes on ccrtai,r crag ttcni~ 	

Trude Demlopmeut and Assistanee :

Itedoction of annual net dollar expenditures ill fimmcing cotto n
sales under Public Lai, -180 . . . . :	

ltcimbur ale. ucclin transportation co~t~r, iil .anced bV Commodit y
Credit Corporation under Public- Law -180, to Ill ,~ recovered o r

elainu•d . . .,

	

.	
Otheritesua	

-1 railsport trios :
Military assistance Program shipuuents made direct from con -

tractors' plants to the lipping terminal rather than indirectl y
through the army Atummnitiorr Plant as previmlt;lv shipped . . . .

_

	

Other hems .

Itielluciion in cost of rehabilitation of aircraft . for the iIMilitar y
1 ..ist,mce Prograut resulting from a relax=p ion of Htringelt t

. . . . .

	

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
e of t'--xi ttllg land r:tdwr thatt revlaimiug land for all expanjo n
and tfnprovellient progr:un	

De-positiog ye=ws funds ill Federal lic~sz_erar Bank in lieu of cont -
r,tereial 1asks	

Estimated -

	

-
~:PfAefE9

	

-

$963, 000

40,000
89,0() 0

1],250,000

139,000

;3Q 000

20, 000, 00 0

.`26 7 1 000 .

P-2, 00 0

2,500,000

I , 000, 00 0

114,('00
62 .000

212,00 0

682, 00 0

66m, 00 0

525, 00 0

,21



Istirnatnt

	

Acting krL-crt nr planned

	

bc-nfiis

Other -Items— Contiuuctl

Decobligation of funds obligated fronra prior year appropriatio n
that hall expired	 ,	 $511 00 0

correction of eerarrs iuvulvir" sates prices of Ginernptent-o,.vne d
timber . . : :	 -

	

167,000
Reduction in mail transportation costs resulting, from awardin g

contracts by competitive ineans for rates rather than negotiate d
contract rates ;viih railroad companies	 130,00 0

Goltcethms _froth Atiiatar} _lssistattce Advisory Group em ployee s
for home-to-work transportation which was previously provide d
free of charge :	 S?, 00 0

Funds transferred pretnaturely, by on, Treasury Department an d
the Agency for 7uternational Development, to the Social Yror -
F"S Trust fund, resulted iu adlitirnial interest costs being incur -
red annually	 60,000

?lfisrellancoras Omw Items	 296, 000

TOM other measurable be~w6w	 Inn $31., 00 0

ADDITIONAL FINANCIAL BENLFITS NOT FULLY OR READILY MEASURABLE

ALmy = ;ignifieaut financia! beitAis of a onto-tithe or recurrin g, nature are atiributabl e
to the mark of the R"eral Atwounting 004v uhicb am nut fully or readily iiteasmabl e
in inaanct .al terms . Thor v 6-nefits often result frown wtious taken by F'vderal a g encie s
in their effoxv in eliminate the time t wro y eeVmdilures or oQrrwise correct the dcfi-
ctencies brought to Qht in our audit retiorts, `lU extent to vrhich these emmeN e
actions are na, :tivated by our retorts is not rcaddy h n[ikirlc nor are din fivanria l
bcw% rcwMy nacarnrabl' in all "mn 1 few cumgTs of such actions idemiKI
dorinill(-_ to-eat )ear 196 -) are described below :

Procur"Ine ;t nj _1atel-iu(s and :~ ; "lpplie s

Rednetion in _Army ` i':abit, of -lll mcuee= :
In olurt_ instied in the Gw 1 "mrs 100 laud 1966 we found thaq at two _Artily

iea4tallatious rcyiclnK egni f+taent rcyuirenaegtl; vte-ro over-tzuwd and as a result_ ant -
nee °.rare{ terocuremen" mere being nmde . We concluded- that equipment author .
bmion documents, ,lid mo €witrandy roll" the needs of the using units and tha L
prove*lw" were nn461 to per4 dieatty verify the. valht q of the bits. We rccont-
nuaraded that the 1}t ; WLment of the -1rn :y hAhte a mvkw of rM4ment author-

in-tiara Has io mw H,h reah `tiv v4Wir"mmt- in aeeordanee =.vith the actual needs of th e
Army.

In June t903i they -lrauv- initi : od a one-time rcwow of :ell eettriiment .allotrarires .

further, is Ctcton -t 1%3_ ilea- Chia f of it.aff of dw Army elk"wd that :a eoa mkiee be
(~tabtisbed to stint "y t qatmoist aut6wi„atiam documents with thw objective- o f
r dnchq Army mgnircna_ uar A r m atw5l . In I_brembcr 106L u c were hAn-mo t
that the stwly o 255 lists, out of a tntal ni %, had resulted in mductinis of eMQ) -
ut.•r,t alloti .,u .res ani "w6 a= !_, w1 o a

	

32 a .adtsan . Further . my wmv ndAwd thaat as
. result of the eonunitow aap„rt . aletnnwd by the Army 05f of StaW in tktube r
191x1, tie _Army mill n nvcrt in a m- sv=1_ na designed to implify the docrtmantatio n
and wo v . of all vgo0lowat aihm aaces in the -%rmy and in provide for efficient man -

	

a,. ; n"t aml efft"ke v"ntrol of all aud"i,m"i Wmne eai .. . (bar reports in this

	

_
area may have tunfa :ated dw ,1rtoR : corn eta e actim' .

G"% r 4m koin wwrorut)at dw t ai @oinpeti het prommment :

222



In recent years we have &Rwd iamerous n ;-" on nut ccssary emu ir-Mmed by
the military department, through failure to purchase ~upplios eontpeaitivehy or thro u g h
failure to purch 5e eliraWy from the actual manufacturer repair [tarts customaril y
orderedxhroug~h tile-4upplirr a equipment for MAT the rMair parts were ordered .
In testimony before the Subcommittee of the Committee on Appropriatiou_, ffous e
of Heore :,entutives, in lebroary P,61, the Sceretary of Defense stated that in 196 1
the Depnnuent of I)a'-kn a-had studied a lame tnmtlY of General-hv muin„ 011iec
rgma5 and eot gr niomd cctmtrthw report= mhbh . mieluded that millions of dollars
were hA U t .-tcd beimpe of the failorc to obtain price coptpctitiun more extensivel y
in the praiiw amstt of €Bare i ws and nutaller rid iten", lie stated that the 111mrt-
mc11t'x o-wn analysis if procurement procedures fully confirmed those conclusions ,
an j as a rendt, he Karl instructed the ntimry dyamirents to increase thc proportio n
of the aim! value of amts gets awaiddul on that baAs of lwbv dontpethinn .

fit the third animal pro g rc a report to the Presideut of the Lnitel Mates of accont .
plisht umm tinder the 1aelaarttncut of Damn Cost Reduction I'mg out the Swmtarr-
of Damn reported the ftilkaykg c . .tnnatec ' a .hgs to We re,ultod fr om the chillin g
food[ noncompmitivte to Nmyrtiove prccnremnit :

f w tl years :

	

Man

19E):i . :	 12 3
1961 . .

	

.	 -1f1, 8
196 .5	 55 0

Corns%irlation and Yeconftgtu•ation raj Pi,iaurtnurnt n_j 0,jirrtse Communications Circuits
erne[ 01h r Vcwzomias

In a ra p port to the C ;on omm in \nvvmber 1950, we stated that ue "vm rccnmuwud-
ing that the Dqualntent of Defen-e Me comhu ated action W h the teklduute cunt -

-

	

liauv to secure the neee= ry regulatory changes t- ,:.tabu-h the Government as a
stn le. t'itstontcr for rate apld "Win pure wsc

In Jule I9M . Hie Satre ry of De,fcn-e e t alai: bed a central office %6thin the Defense
_ C Limn uaicathms genet to order anti pat for all kased private line conummication s

a ., the only I)eparu ;tcnt of 1)eti~a -c en tonier . As a re4nit, instead of being charge d
for cutaunEUticaticu service_ at rat" apl,licable to 25 "wriniv", the Dyamment, as
one customer, received the a0mi ge cif reduced rates applicable to larger enshinters .
mho, in HwA y"m 1%3, I96t, am€ 1065 we issued other reports on communication s
in which we pAnted out . coons mien that could he achieved in the areas of h7ng-distanc e
sue age ttansn robin, operation of tclet i pe mMelting centers and the Wig of
teletype and tclertvpe~reitcr circuits and equipment.

In the third aunual progre s s report )it the -1)epartment of Defense Cost Reduction
Pro„raut, (Ito Secretary of l_Jefen>e reported that through the consolidation and irate -
[ra don of Ra ed hang liva eoucrutntiaati : .,, the OhNnation of unneeded[ circuits an d
equipment, and other ecannuties, $103 tuillizi aa< aaved in final year 1965 . Much
,if those reported vings ntay have liven thr" re tdt of our remunm-ndations.

Cap?ttrrrctfr futttishett Petsutuic €

In Nb mh 196n tic reported that certain tedmical wivices needed by the Gm"d
I'k strorn _ l%ngito-a-in, lnstaliatiou lgcney at Ftichn Air Force Rase, Japan, wer e
hNn_g performed by taotttracttir-lurui ..itexl penminel at h il_ ,lu .r _p ast than if the €e"Ne 8
were perforrneil by Government fwr .,omtcl . In addition to idcnt ifying the uneconocn =
it" al aspec=t .., of utiliztat„ cxut .c ;n~tar ltnai .~ltcc= laernoinii? we inipiked of rho Civil Servic e
Commission %otether dtis practice, Whialt appc-ared to closely parallel an employer-
c'supluves n lkmship a tldn d ,o«ernusent, yeas itt Ala" of the Civil Service
Act and/or the C I-"silicati m Act of 1919 .

In Whruary 1 c?65, dw (OR b_ &w C mtutinion advised that the ettrreat< "m o f
to t`erttcan€-futati,~hed{ 1, e"n hid by dw military- se vices, ruder arrangements ivilich.
arc . tttueamount to an eta plc ver-eattldoyco relationsliip, is illegal .
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In Mine 1961, the Air force advised that net reduction of more than 100 contrac t
tcclrrtical services spaces was, scheduled for the Pacific region, Ground Electronic s
5gineerhtg Installation agency, tar fiscal year 1963. -Chi July Id, 1965, the assistan t
Secretary of D_cfeuse for Alanpmwr stated that by the end of liscal year 1966 abou t
8,300 contract welwical scrAms eutlrloyees will he replaced with about 7,600 civi l
-service personnel and 800 military per> :onnel at an estimated annual savings of 83 0
million . The completed and proposed Air Porce actions may have been motivate d
by our report :

Redaction in. jacancy Losses in Governinent-owned lousing

In the fiscal year 1965, the Departurent of Defense computed eavkgs o£ $33 millio n
as a result of reducing housing turnover faire, thereby saving espendittires in basi c
allowances for quarters . lVe lw loses were reduced from 2,008.518 days in fiscal
year 1962 w 800,000 days in fiscal year 1965 . The saving_ was made possible b y
fare-vacate inspevtion ; one-stop 'rcfurbi~,hing and improvement in move-in schailiu g

The General Accounting OBice; in recent rears, has issued xweral reports on th e
tttiliza_tiou of Govcrmncnt huming, pointing oat instaoees where greater utilizatio n
could have- been achieved . Chic such report eras issued in lkmntber VMJ ImAthi g
out that the Weatmmt had unnecessarily paid over 638%000 at Dort I im , K y . ,
during the 18-nionth period ended June 3% 1%, fur quarters allotrances to military
r..rq wal to provide their orris Imising although C:apchart, Wherry-, and other Gov-
crtunent-own,°.1 family howhT units at this location remained vacant. Our report s
oft unue r ay vw=4% utayhave contributed u) the reported savAq, in Ewa! year
1065 of Q3J ind nu .

lbAnceil I Ae of INun- itun Air 11raml

- Itt a reportto the Con gress in March 19?,1 me pointed out. that at most of th e
ir .ur .= wrtation Mlieen we visited more than 90 percent of the travel by military an d
civilian personnel of the Departnient of Defense and file military departments wa s
made iir first rla-s ac-coniutudutiout . Alauv of the 11ohts in ltrst-cla accommodation s
could We been made in loc+cr priced acc .nuntodauiona at a Large wrings to be Gov-
ernment csidmut tfiletiun the minho s of tint travelers . In May l96_, Lhe thpartutent
of D fen . t issued a ~tatcment of palicy which reelnims all travel . r> to are less tha n
hr ._tw1ass air a cmmoitixlations to t 1w was w ont c-dent consistent Mitl, Hit- -In-cessfu l
accoinpli+bment of missions .

Department of Defense p,-rmmmei !lets W billion pas. cri er-miles in ii~ral year 196 1
and 1 .6 billion runes in ii_cal year 1961 In final year 1961 617 perceta t eut bra t
lass while in fikeal year 1765 Duly 2-1, .I ,fervent went tit'_t class . Con_iFNri W th e

difference in fares resulthy front travel be cos than tint class in lise'al year 190 a s
eimq imd W G the base ye nr , Email year 1 itif, rite Deparnumt of Defense consider s
drat the rc hige for fiscal year 1905 are 51 .1 miifiem . Thcae sulTs may he attribut-
able! in part, it least, to our report. Oil air travel ,

Reduced { lver1vt ltt ."l)ectior l

lit February 1962,wt-re oiledtotlu { ;ct t ;r=t ta=tt ~;ii-F'orcern<fin tea>nec starnl=tre k
and- prat : t ac .~o x 1 rs uans;tort a hmat appeared tamer e arify costly and cowpie-k
in i',ont,r ft .iir Midi those of aoillon -ei-t1 .urf raft and require" about tmicc as mucl t
amiuteu tires labor per Q11; hotir for im&r ai " cart . In reply to oar rel mq we

ware in1 trtu+_d by die -i7,t_tant S" i—etary +,f Mon. of carious Snows, .> trail a s

coilrplei d- 'ratio r ;, %,-hick the Air Voice had undcrt :-lien to iroprove recognized
deficient rc, it_ it, aircraft orair' teu acre . : lxdt t

	

standard-, and praciivve4
In th itseal year 1965, the= IJ fartunno of ! &use rcpurwd tEones of alel+roEi-

niaht U ;Willi tr is result of rekwl Awt :tft impeetion_ fiw6ou-1 depo t
nracttmn nce inspection was m4ledulc=rl carry =,100 flying hour for each aircraft .
Lndco• a t fist=,et11 olx_r, in5lx~ct':c~tt ti_a~ ebanetctl to t 2>1-tit±ctrl scheduic'1']tis retlncet l

the hap mioa fet We &ad y- " 1%5 to 192 n .sl :cetiuns for the N1 M fleet compared



with thF~ prevings reguded inspections of 2703 . Reduced inspection requirement s
also result in fewer aderaft out ofcommission for inspection . Our previons repor t
on this subject may have motivated theactions of the Department of Defence i n
reducing aircraft inspections on its MATS fleet .

Leased ,motor Vehicles

a '_In a report to the Congress submitted in October NO, we disclosed tha t
finance leasidgrMher than Governntlrnt purdwsing of motor v hides for uw by
contractor and Govertmtent-personnel in the assembly and chmkost operasms a t
Minuteman missile launch sites will re-nit in increased costs of ahont SIX200 for
the 2,6311, vehicles estimated to be required . We also reported that the Air Forc e
avoided statutory corttrols which require approval by the Congress for the acquisitio n
of passenger motor vehicles for use by Government personnel .

In February 1465, the assistant :secretary of Defense for Installations an d
Lo g istics issued instruetiot€s to the three military departments substantially alon g
the liue~ of one recmnnrendations . For all maj<a• projects in vvhidz substantial nun€bers
of p1 mrngm velAhs will be required for a-v for a period of I year or more b y
contractor personnel, and tlta Coll traeIors do not possess such transportation Napa-
bility front their own rum m", the military dcpart€nent~; are instructed as follows :

1 . The vehicles will be provided whenever feasible as Gnvernment-furnishe d
erinijmten t.

* If Owe i s itmAicient time to obtain cea gms tonal alTsn al and to purdtase
the v ehicles, before the contractor counnences cork on the project, they wil l
he s€€liplied through redistribution of depart€iu nta €stets or otherwise b y
teat€»orary rental of commercial vehicles until authorized purchases can b e
ef0mtell .

* Existing, ryAnthms will ire imul lied as nett =arc to allot, contractors to
tweet the scuts of IN lrrojcct on an ccommic t h ask .

4L hpms, completion of it project, Government-furnished vehicles suitaitle for
retention will he used to rgJace vd ides beyond econnnical repair in Gov .
ernnuent inventories or br! dispowed of by the Government .

,i . !'elude= respired fur use by fruvernrncnt personnel will be included ill the-
amin .d budgets suhuzitmi to the Coa :ens .

f{edur•tion f1f Stockpile Objectives for C:ordagi, Fibers ( - fbaea and -Sisal )
At the tinge of our reviews the inventors- of .ord t e fibers not only met but exceeded

recently rev r - €_d ; pulpile objeetixws. During ourre6evw we hund Owl die enterge n-c
of e in age s€tbstitntes in the furs€ of sv-nW"4- fibers had Inkated the I g nited State s
uepend"ee on fore€gn amr"s of b ilQ for mmolage giber regnhemen" and obviated
the n_ed for retaining stool bile oitie v idws for abaci and sisal iUso, we Aland tha t
it w€s eowting fire Governor=rt€ about - 6 n1illion aslnually- to store and rotate the
cordage .fiber inventory .

In a rMom to the f'on_ns i1I–12 € -j in Water 1 cil1 twe recommmfed that the
Director, fli[it•c of 1 nivigeury Planning (OFT), reduce the cordage fiber stockpil e
obl e etiv t- t • zero a€rd that an reds €b ponitiast of tl€e i€n°cutorics be bithted withou t
di,rupiioi. of normal market :u ti€ hies .

fir .lnue 1465, OEP reduced the _t- eltp 3la- objectives for abaca all(! sisal . OEP
stated that the deer vase in objectives for the t,vo fibers wwas due to the incr"wd a=> e
of adeguaw synth_ks and deelimng militat-v rcynet~r.uatrts . 11th the materia l
redact€o, it snwkpil p object€ v , like ttuto€ntt of and- Le Glws h vhy an a"luisitkik
vml of €b :-ee $26 million antotaat-twill Leeuse e=_w _ and avaiStble for disposal .

Disposal (If
E'verss Aluminum

in flu* int•+e o of r:dmi g dw t .owi m t`s t "te " inwcn rc get abunimmn an d
otl C ,'texApi0d mat,6 ., u e re=,cenurtoAQ in 1062 €hat IN ! _l . . . ,usid-
requiriog Govereuru-ut ageu €e :, and 14tver€mwnt co€uracu" to me, w} owver l .t°acs .
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ticable, such excess materials. Employhg a tiff€ereut means . but accmuphddi g the
saute intended effect, the Office of Emergency Plaiting and General Services Admin .
istratio :1 completed disposal of Its MOO tons of surplus aluminum in 196 .5 through

-sale in the aniouut of St19 3 million .

Revision, of Urhait Renewal Regulation s

As a result of our recommendation in a report to the . Congress Q3-I1AWW in Oetn _
her 1961, the Urban Renewal Administration (URA) revised its regulaticros to clarify
that the -physical and occupancy statrdards of the relocation program may not permi t
any hmisurg to be used as a relocation resourec which would he classified as 'Num -
turally €ubmindard'to a degree requiring clearance" under the criteria used to jus .
tify clearance in a project area . URA's revised regulation-, if vigorously enforced ,
we believe would result in a more effective adntbtiseration of the relocation progra m
and preclude the unnecessary expenditure of federal funds for the rchocatiou cost o f
families dipheed front an urban renewal area Wo housing that nwy be considere d
physically substandard and scheduled for demolition under a subsequent urba n
renewal project .

CHANGES IN ItE,GULXXU1XS M GOVERN -7i l NT-W DE ;:1C=11flC t~(_;l ;

tai-tned. Services PItocu.l-urea! Reodation.
C'otitracturs~ errlphl %-ee relocution costs ehor_ged to Goixrnntent contracis .—In a repor t

idin itted to the. C mW ass in Febru t y 1%3 we presented our findings that individual s
newt' lured by enntraeutrs, and relocated by the enutracma at Goverttutent expense ,
had either vulumad" umnitutted etnlduy*vent or were discharged far ii"nVer enn-
duct be=fore thee- hall completed a t-a s service and that onb- a small portion of, h e

ems Amm-ed in reheating dww -laa•t-term employees ) is recovered by lore coat -

tractor, ._ In another report subuiittcd to the Congress in flay 1466 we re-preseme d
our lindin s that a coritractnr eiu yed to Govermucut uonuacts relocathn cost s

~.,Iaich rep rrrented alto an= to relocated vmMoye" for periods ;neatly is excess o f
the periods neede,l to ost-abli,h their now r, denies .

In the Mm of thz e r±1was tae n1waid, and the Department of Defense agreed ,
that Au - aileTi-olt of etining 1"ic gaillanxe on allo .4abilit}- of relocation costs h e

ri exanji!wd. )n -lpril I, the _hurt d `cr=a it _s Procurement Regulation ua s
revisal &% -11-1051Y t d tt" snow r'leady Mae whumum expenses "!Ale me
n t sar and r, tonal-hoe, and ifs nfue .hmaiib_ as eha ,s ag nist- (ON"mm—ri :

v but acts . and thr=e that are nit alc,tWn M l rattan Coss lacurred by Gm -
maims e ith rota Depmim a of lhhmw aoul the —,ion; d _kwon . .,,u :; and p ;ce

;l,niAM lU t gene the Ric utt .ce of _Salto iet, I cr~ovnel `V ho Terminated t i ploy-

ment .`F lu,rtly AAmTheT him 111-d-11403 INFet, nary it 1'#til :Iltvwhe 1uloea -

_tuu 1 1 :iymvati4 it, t ;ltllt L,s'_, 'prat ;frrrcd front €lit_ Colncptl - l,00ation to - .'othe r

b Whli I \Iea-dr e 'finz (V;nt m_e-, 'suur_ynd ( .alif-, 11 =HIM _flay ^_1, 1 0-M )

it j -rci titan chr i ges to i, n mivivl_ ' ....ii awis .--1 n a ;-sport _ mhwd in the C "guss
ill 4ulit-i 1961, 5r pt's+i,tca our fin fi?q~ t t a€ n eantractue taut institute} had c•h .n«ed
I. t "-r=lnmt Nmirnigs t t= :eeiatkin on in d Iins "WA it leaf aiminirmi tram thl'

verourent at no --1 . ` l `llzbad 1 -,,__, lta l been t ,ni4orred by tl : CroFerinneut fo r

t_t,

	

aetn , t ~'l to a a liver.,kt lneb's Ow lung

	

ions; < f the 1 .anbutu _1ct, :Ind then U-.n,= -

i lead Its the univisditc to the cwhw, at no co_t . in rr- t ;u - to our tin tm s irZ e

I t parim-sit 4 1 1

	

Aa_'d tw" it	 1,1 di,al!(e,, ,Ileh depreciation tfit

	

i n

en ewl am! faun -. ---+ .ttt_ t =t :`_ l tt ms . _,d 160 it would On, r=wk it- p "Y t .h

t ern;in, tsiu-tbcr addiii . rtl ruie iuee t+a tieedrti -
f :i '11>r0 I, 19o,7i, the :kllneti 'crvioe' Provorenwill l=c

	

1 .,, :hlt ,a .' ro%i~v,l G:I-, .
1 'N;M M Vm l` that no dein-niallm. unud, or use t hro=e sh,11 be rsll ; ed a t

P111101 I Y HAqW011111111 t .1

	

cititn ;cat at aunt-I byuher,~tilt =MUSS an aeganizatt-nt ,
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directly- or indirectly controllin ;:, controlled by, or under c;onuatou control with the
contractor . (Unreasonable Charges to Government Go»t-Type Contraets for Ilepre .
61tion on Buildings Acquired from the. . Government at ',No Cost by Stanford Be -
search Institute, 'Menlo Park, Calif ., 11-14688-1, _dig. 31, 1964 . )

1"Se of Federal Suppt± schedules .—In it report submitted to the Con ire ss in Sep-
tember 1901 ,=we presented our findings that motor vehicle parts and ac e c !~sorivs were
being procured by Navy installations ill the open market at prices higher than thos e
available under General Services Administration Federal Supply Schoduleeoutracta.
Our bringing this (natter to the attention of the Navy prompted the Llavy's submissio n
of a proposal to the Armed Services Pmenreinew Regulatinn Committee and, as a
result, the .'cried Services Procurement Regulation ivr revised on Jannai-, 29, 196 5
(sco. 5-104.1) to require, with certain exceptions, that Federal S upply sel led tiles h e
considered equally doith other sourced by contraeting (slicers in assuri that purchases
are made to the best advantage of the Government . (Unecotnumical Procuremen t
of __Ntotor Vehicle Parts and _Accessories, B-4169-10, Sept . 18, I964 . )

joint Travel Regulation s
C:riterict for classification of professional items shijopvd at Govermnent tccpense . fn a

rc, ort submitted to the Congress in Larch 196-1•, yvc presented our findings that m li-
tary personnel avoided execs, weight charges for shipment of household roods b y
clairuing weight for snore professional it='tic than they actually shipped . (Ilouaeltold
;;nods ship ped at Goveronuem experost- are subject- to sscight limitations ; professiona l
itenns are not subject to Nveight limitations_) Travel gulations did not clearl y
define what constituted professional hooks, papers, and eetuipnnent. JN7 e recturutende d
that tile Joint Trave t Regulations be amended to provide delinitecriteriaa to %t flat nia-,
be claimed its professional hooks, payers, and equipment . (tile Joint Travel Regu-
lations were annended on January 1, 1965, to provide such criteria . (Shipment of
Homsehold Good,, Improperly Classified as Profe~Aonal Items by Military Personnel
to Avoid Payment for like;;, Weight, B-1~1686~, liar . 5, 1961 . )

l' 'ederal. Proper[Y 11anrrgement Regulation s
Utilization of jaersonul jaropeaYy dents .--In it report submitted to the Congress in

August 1961, %ce presented our $mdlin s that certain aircraft spare parts costing abou t
w1 .-1 million were declared surplus and sold to the public for it fraction of their replace-
nwnt cast altham~Th some of rh se items %vcre needed by other Government a gencies .
We found that, in aceordwu•e %v ; di General Services aidministratiou ((,--q k) rcegula-
tions, the items v,ere classified as noureportabk= property and consequently, notic e
of their pending dk ilositiou was mot circular iced to other

Government,o
encies .

We proposed that t-he .Atlntinistrator crf General `ervicea consider revisin g GSA",
regulations to provide that, listin;~s of all exec-=. aircraft tint Spare path ite eireubnr-
ized to tile. Department of Dvfeo .,c and other Federal agencies having it potentia l
aced for such equipment . On April ti, 191'6ii . anmentldncnt ,Xo . .li-n to the Federa l
Propea•ty Mauagvlwwnt Regulations rt y n,ed section 101-1-3,40 01 to inerea :;c the numbe r
of execs, personal prep erty ems , °quired to be reporwd to GSA to facilitate GS-1' s
dire-ol nri4in„ of other Government - _ tv c- Io Rr Certain their needs for all Ur hart, n -
tine c .xcess personal propt-rty before the property is u_--posed of to outside parties .
(I'rcduaturc I)ispusal of Certain Aircraft Spare d'art :: 1,c the Utilization and Disposa l
Service . General S^. vice; Llmtinistration : B-1 16929, `nA . =1, 1001 . )

t 'roct2remcnt franc GS :( _tt a- saorl . --Iu a .lunW P)OI. report to tl e Congress tic
l~rc,e=it<ttt our find ;(-

	

that brands ,mete prodoclt ddf certain ntl,hli~ra w-re placed
int .' till' GS -1

	

agdiy sintent %tithout a cnmp.nri :,ou yriilt siwil .ir lows` coo! prod t :
f other nta a +: cio r-, ccitu < tin=tit . Federal eoreriog produ,^! 4 111- 0

u'mr general rttttn€rc_ and tivith prmhwt= ,tit .= ;nit tine - rme 11low i - lna ,tt_teristic, an d
,-rid 1-c. aleadv ids the ro d i t y

	

otcin .

	

_r,crtu :idtlF, the Government incurs-e d
add itiunat

	

of ;ti r .tat -'` r i1- tl t(id) y
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We proposed that the Administrator of General Servtct- revise the practice o f
procuring brand-name itetas by limiting the use of brand ttame or equal purchas e
descriptions, in general, to those cases where Federal specifications or detailed purchas e
descriptions for similar items are not available, and then only on a temporary basi s
until an adequate review and evaluation is made of the Government ` s requirement s
for these brand-name items . On February 16, 1965, Nuiendinent No. E–4 to the
Federal :Property llanagentcnt Regulations supplenwnted_section 141–26 .341-1 with
the objective of enabling GSA to reduce procurement costs by making greater use o f
detailed purchase specifications, thereby eliminating purchasing under restrictiv e
brand name or equal basis and encouraging competitive bidding . (Uneconomica l
Practices Relating to Brawl Name Procurements, Federal Supply Service, Genera l
Services Administration, B–114807, June 1, 1964. )

Guidelines for acquisition of certain iypes of equipment.—In October 196.1 report s
to the Congress, we presented our findings that (1) estimated savings of about 46 . 5
million would be attainable over the initial 5-year period of use if about 454 offic e
copying machines not requiring the use of sensitized paper rented by certain Federal
agencies at August 31, 1963, folder Federal Supply Schedule contracts, were pur-
chased, and that further potential savings of as touch as E-1 7, million would be attain -
able because their productive life may extend beyond that period ; and (2) abou t
2,400 major components of tcicwritirg systems, which were being leased at May 31 ,
1963, could have been purchased at a savings of about $1 .4 million over the initia l
8-year period of operation, the estimated useful life of the machines . The equipmen t
was generally leased by the agencies without making comparative cost studies t o
deternfitie whether i t would be snare advantageous and ecnnoutical to lease or purchase .

We proposed that GSA develop and furnish appropriate instructions and guideline s
to Government users to assiA them in making management decisions as to whethe r
machines of these types should be purchased or leased . On November 14, 1964, the
Federal iupplyStrvtce issued GSA Bulletin FPAIR No . E–1, Supply and Procurement ,
reemphasizing the intent of GSA Circular No . 353, dated September 29, 196=1, which
was also proutul,_ :ttcd as it result of our review, to provide lease or purchase criteri a
and guidelines mith respect to acquisition of office copying machines not requirin g
the use of sensitized paper . Also, if "- otice to Ordering Olhces" was added in the
special provisions section of the Federal Supply Schedsdc for Teletype mud Facsbnil e
Equipment for the period Jul y 1, 1964, through June 34, 1965, to highli ght the fac t
that ordering agencies have the option of renting or buying teletype equipment . As
of Au=ust ?, 19(? , more detailed criteria and guidelines for the purchase or lease o f
office copying machines and telewritinn equipment had been prepared by GSA an d
were being circularized for review and comment to user agencies prior to release .
(Potential S:vin Available Through Purchasing Rather Than Leasing Certai n
Office Copying Alacbines, Federal Supply Service, General Services Administration ,
B–1=16934, Oct . 19, 1961, and Excessive Cost : Incurred by Leasina Rather Than
Purchasing Certain Trlewriting Equipment, Federal Supply Service_ General Service s
.̀ldmuti ., u nion, 11–1=16934, Oct . 28, 1961 . )
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REPORTS INDICATING- ACTUAL OR POT'ENTL1L COS'T'S -, E PE-NDI <
TURFS, OR LOSSES WHICH IN OUR OPINION AVERE UNNECESSAR Y
OR REDUCIBLE

Most of our audit work in We dirlmnawnts and agencies of the INAral (A veromen t
is performed in furtherance of our policy of directing our available manpower rmourew;
to Now areas _which . in our opinion, will be most productive 4 signilicaut finding s
and recommeudaAms for improving Government operations and m1fining greate r
efficiency and economy .

Accordingly, it fillet be un uw;nd that our reports are not Km&A as overal l
evaluations of agency performance with respect to tae Ilrog ap£s or activities N6t h
which the reports are• evrmterued . While we are exerting comiant rMwt to pream t
our findings and rec :xn .ucuglationa in proper p 1 poetw. - We conclusions stetted il l
the reports AmAd not be taken as ectending to Molder areas titan indicated in th e
reports .

Ill, the Iigltt of the. .,, qualilh salons, the foH"Af mntpi!ation summarizes incident s
of actual or potential coo expenditures, or lnsec5 which in our bphhu ivem I tutee-
essary of tedut-ihla, cited in out• mImas to the t o Less during heal year 106V ou r
recommendations for corrective action, and the ages t c ' r ~ l ( n=eg . Insofar a s
practicable, and )a the fat-is cf the Isicst Mn-mati n amiable to ns, the narrative s
reflect the =tags of the va (- as 4 Jooe .it), 1963 . The fig ure-, in the amount colum n
relinsent the (•-timawd a"mat of the unnece_ try costs or exIle-nditures that w e
have id n6iied er, in s 0111 ms es, represent e0mattcd ksms of mvelu e . In many
ea '-,'s it is not I :ctirai'le to es,tintale the amount. Lt these case'—5 the amount is
shown as not deterulijw dc

The cited vas ? include unnecf —air.' co-t :; or esylenditnres that have been incurred o r
made, float w—d t uavo IwNt iue erred or comic emvyt for correc Eve action taken as it
result of our 6"ing, or rc(ulnut - lldatian=, or the+t M he incurred or ifulde if th e
llepuMments or a - .cavil

	

-inti ; q ua to fsal w } ;,articular vu"ms of am but drat Mar e
resulted in uon

	

- .s-fry cff-ts of ex-ponditures in the past or JAMw proposed cour-<.e s
of a"M wit4h u, 1.liect- will result in t r°ee"arti aoMS or rxpemlitores .

Lnu(u nary expeudi l c-s l"In sent outlay, of Fe(it=ral funds_ whieh ntay or ma y
not result in unn +-t, ., :u cnlats- loan, fart' P"nq&4 that doe, not serve its intende d
purpose would h .- con--idered an ulalvr< ;__lry exlleu liture bill would not be considere d
,in unnecessary et,<t uni ss the loan btseame uuc Illectihte . Also, expenditums for th e
pracummeat of gn_uaitiea of mat_ his, RgTliea, or equipment in e cuss of fomsmabl e
needs could he ccntsiivmd as unnecessary expenditures ttdtich would become nonce-
enm-y eosin if We ernes- quantities ytr"vml to he unneeded .
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REPORTS INDICATING - ACTUAL Olt POTENTIAL COSTS, l .KPENDITLIt1:S, Olt LOSSES

	

-

	

-

	

-
WIIICII IN OUR OPI\10=! .VERE CVAL(LSSARI Ott I{1I34t~I14L1—1 tntiiruc d

Deoartineiit of Defcnsc

	

1
Estimated

atiloun t

	

SUPPLY MANAGEMENT, REQUIREMENTS DETEtiMI\ATIO`S-enrntillmd

	

~ -

Adverse effects of ineilicieut supply management at the U .S . Army Engineer Depot, $th j
U .S . Army, Korea, Department of the :army, B-13299d, July 22, 196 4

A review at the t 3 . Aunt li ngineer Depot, Ascorn . Korea . dl closed that the eflee . $477,000 ,
iveness of am sil t _ystun 0 multi is r ion vsteurs, i reraft and construction `

equip aunt was Impjlre 1 s3 t,(Tdl of unneel -d Lock was ordered and ut lc is t
`t101 e to of unnecc .ry prnun -mcnt y rs Ir, process .

	

Al--) inventory lox es of about $12 .6 mullion l%ere not adequately inve -Belted_-

	

Not. rieter -
These deficiencies were due to a lack of eflieicntaud experienced suinpl Inan a .L'enaent ` mil, ed .

personnel to m lunge the depot and sui,ervise its key operations . Et e u er e inifoi use d
by the Department of Defense that, subsegri I .t- to our review, it conrplet .o r(Arga- ,
nization ofthe depot had been made .

Unnecessary repair of aeronautical spare parts and components by the San Antonio Air i

	

Materiel Area, Department of the Air Force, B-133019, Jul), 27, 1961

	

[
Spare parts and c•oliponent. were. repaired alt-hot h sufbtient serviceable items were ~ 2`_J',Ldio .

ay.,i ab l e to meet current or 1 ng-ran e need is evidenced by Air Porco re4uare- }
ments deternun,tions. We identified about $207,500 of outs ine rred for suc h
rep ors We estimated ou this ban that the total past incurred durum fiscal year
1963 by ant .-Antonio because of nnnecesSUy repair of medioni value pure h its
and components approximated :$700 ;000 . The unnecessary repair resulted Ili len t
from utadegua te. r- ining of commodity tun iaeen' and front cnsaflietent sulierris•,ry- 1

review of their pert rr imice The Air I orye indicated general afire nu .nt with ou r
findin g _ and advised its of actions taken to improvo proeedtnixs.

Unnecessary procurement of special tooling for production of engines for Af151 utilit y
tricks, Department of the Army, B-111 r .13 Jury - 116 1

The 1rn y spent }210,000 for unnceitu, >, eeicnl ito l ia intruded for the. ix the mnnu-
faetrtre of spare. eingiues fnr \11,1 utility trucks _inn, 4116 :ds ettltcr utistinrivr-
stood or were unimire tt at. thti Aimv's new mat i lmeury Imhey for \? 151 truck s
ere,ily rvduml the nerd for spare eitVfnes .

	

1

I'.mteces~snry procurement of certain hi-v .aln acronnutical parts unit components mamwed 1
by the San Antonio Air Materiel Ar(sn, Department of the Air Force, B-1130D, A; l,
.1, 1911 4

	

'phe San A ntmiio Air Mm ri l Area proctired, or failed to t i -e ai,pr - ,ui ;te action vii

	

k 213,1;.):,) .
prevent .tie pr ieuru11011L of. w needed hi ralu a onnnrical p-1 is and vomponeuts i
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_
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:)er r a r tz.d panic and eo uu-emiint ., had dvcre. std . 'Flit, Air l+'•xeo hi(litali, d en_ f
cell ivre,,nicnt ,i ith our findings and O 3v isrd u_ of anetions t i,-eu to correet the er eui- `
eon r°q : :irwunt' deaernin: tions ;ut :l t+i irnpuae proccdurc~ .

Improper procurement actions resulting front overstatement of reeluirements for woode n

	

pall ets, De irtmentof the '.4avv 11-1 di 14

	

li

	

11, 1 r, i

	

Tlie . i ev L i .an action !_o hill- a-,~s,n o o,len 1)t 1 1 is- estimated to e ii,( 312 AJ a1

	

112,000 .
tiu1 h it lei d on t

	

el sufficient Mond al a

	

anf-ir wiielan le lY

	

to in t ri .
ne. r

	

1 u-s Ii in -ens e-neard af .er we br ght our finding to Lie .itten .r, n o f
appnpn .e=ado t i • -

Procurement f o unneeded spare a iserubiies resulting from negligence Of the Itaytheo n
Co., Lexington, :Haas., Department of the Army, 13-1-tf,.n!i, Ang .2-f, 1961
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ACTUAL Oil PDIi..NTIAL CO 'g l'S. i \PENDITI RES, OR LOSSE S
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-
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ainoun ;-

SUPPId MA"; 1 QEMFN1, RRQCIRLS.f_S,

	

DtT7 3I51L ~71uS3-{ontitine( 1
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Unnecessary repair of aeronautical spare parts and components nntnaged by Ohlalloln, -
-

	

City Air Materiel Area, Department of tho Air Force ; B-133019. Sept - L, Lill l -
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Failure to considcr available assets resulted in overstated needs for avionics test equip- -
men( by the Aviation Supply Office, Philadelphia, Ila ., Department of the Navy, ~• -
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RP]POR V' i 1\DICAI ING ACTUAL Oil POTEINTIAL COSTS; EX IT ;_S'I)ITU 3ES, +lit LOSSE S
\1 11101 IN OUR OPINION WERE UNNECESSARY ()It I3 S)GC:IBLt•:—C:outinur~l

Department of Def nfr. 1;,Iimate d
.(Moun t

-

	

SUPPLY MANAGEMENT, REQUIREMENTS DETERS( IN AT-IU\S--inn Lill li(d

-

	

-Unnerei3eary requisitioning of heron-tutical parLg .by the Naval Supply Depot, Subic I1av ,
Itopublicof the Philippines, Western Pacille Are.(, Department of the Navy:, 13-13305,S, i
Apr 14, 1965

	

i
`1iul (repot reclulsitioned from supply depots ill the United States about 3333 000 ~ ;3 :33,007 .

worth of acronivitical parts that were in excess of requinonents .

	

This occurred I
because the del,tG rifled to icrijust the coniputation of its future need ; to ths, lesser

-quay lt9es indicated by artnal us;! c of th, parts. - After bring lolvised of oar find- jLogs, officials eanaeled un i cessarc ttgtu icons for parts tvorth Uix,01w, but the ~
reniaintn}, $104,000 worth of pli .rts had b t o dtrhve ed .

	

The Navy a ]rht 1 its tha t_
ill voutory managers and tleetcommanders would be reque .led to a vic,ty and up -
date directives concerning stock levels of supply Ior materials in their ate le o f
responsibility .

	

- - -
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REPORTS INDICATING ACTUAL OR POTENTfAL COSTS, EXPENDITURES, Olt LOSSE S
kX`tIIGiJ IN OUR OPINION YVEA E U NLCESSARY tit BL•'DUCIBLE--Continue d
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REPORTS 1ADIC1ATI\C_ ACTUAL OR PO`IENTI .1L cog s, F,XPF DPI [ ]tI:*, oil Lossrs
'W`IIiCII IN OUR OP1NS0ti WERE UNNECESSARY Ott Ii Y:U UCf I1L l.—C=iotiune d
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DEFE]9E CONTRACTS, -COXTBAC Lt t-Full"'Ik E11 Vy,. (k')v Clt `:N$ti1'-FGli\ ".11k:U Sl'il'Y3- i
rE>r. ADD
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REPORTS INDICATING ACTUAL OR Put - E NI t 1L COSTS, EXPENDITURES, Olt LASSE S
WHICH ITV OUR O1 fNlON WERE UNNI-.C.ESSART OR REDUCIBLE—Cmitinui•d

	

liep rtniontof Defense

	

Estimate d
attiour, t

DEFENSE CONTRACTS, NONCOMP@TIT ;9E PRO CUREMENT
Unneecss-ary coatresulting from noncompalrtive procurement of militar} :s ton trucks, I

Department of the Army, 13 18921, Aug. 12, 1964
The Government incurred in -cessary cost, of about $12 .1 million iteeause. the _irony ~ $ 1 1,100,000 .

did not proctir`'i-ton t-ruc4s competitively even thoueh ft could t ive prnrchased t
for 1224,000 file contractors draw'in s fit 1000 that would lrtve provided infornmatio u
sufttcient for USIl' ill cmnitetrtive procurement . lThe. Army had rejected life oopor-
tunly to fourchase the drawimes because the c atrcttt had excluded, from tla e
offered p tvicige of drawings . those dnw n •s which refuted to propriet ry° ite-nts an d
the Arm believed thst f nc ittconiplete jl'wtr_e of driva ut ;,s Would not 1 ro vi e, n -

- sufficient basi s for competitive prccurenrent We were informed by two trnc'a
manufacturers that they woul d lrivt b en willing to lnmish competitive luot Lion s
for prod ttt!on of the trucks Killed on the draw in ` the contractor x rc -d t osell an d

- file q at of the c4nteaetur '~proprictar}t-gtnpouuats . tintheti ..si so_ .Tvurnsrtedize d
in competitive, procurement of other trucl,x which previously It ill been procure d
}i'ithOUt CtOnpctitunl, we estilo-it d that = .tout -412 .1 million avmald hive been sieved
in th5 instanc e 11 Ill eonllietition lien o a l wed .

Unnecessary costs incurred in negotiated procurements of batteries for airetaft groun d
support equipment by. Rome Air Materiel Area, Home, N.Y ., Department of the Ai r
Force, i3 7465+15, Dec . 10, 196 1

Unnecess~iry costs of about $67 .(00 were incurred beeause uroemrnnont pe'rso nel '6,,nnt? -
failed to request price gaot tions front anoll ;r ,,ipplier that had pr i oi i s ;y fur-

-

	

-

	

nished the same b.atiery t a sifcniHaantly lower unit pricc•- This res e nted from the i
fAllre of life comillodily matt wer, the buyer, and the cmtirae±in olhcer, t if use
at`alPable inform .atiotiou pest procurements, The :fir force stated that this xrur- !

- -red beevis-of file proastare of an abnormal workload which impeded the n n n ;: l
supervision of buying peronnei .

-

	

DEVELOPMENT AND PROCIWENj ENT OF s&ar EOVII' YN T

Lack ofappropriate consideration of cost savings olitair.ahle by canceling file procure-
ment of inoffective rocket packs for FS1 aircraft, Deirarhuent of the Navy, 13-116915,
July 15, I964

_

	

The Navy fnearred costs of $13.3 niiN tin for rueSet 1,:.cks for l i% tV tilt .t . tna ; pr red

	

001, 00;1 .
to be of limited cap.1hilil y and were S1 .laseiltie- , ly remove,, ,tuna a v _' Use b -
of n - intcat=_loci and ail rat-ionttl problems . Our roview d`sclost tl ill it stn i t t
million of t-best. _uses t i'tiht have bee., avoided if irdoni all ; .ivau~ rte. d:iris- Hive

-

	

production periodltad is°en forwariedno the trnl ei Anv y echelon for neon rLra -
-- tion of the need for fife weapon in It^ht of its limited cap--bilitc . A study ., 1 tie

+.' :`ter tuts had itaditaited that the rocket paeks were . ineff ective . showed tlral the '
ter.•k .t pack's could be elimili :ted from flea tiro -.ill then in production and the t sni' h
action would s-tvt- about $1 tnillion- Iloarev'er, tho ma tt er was not hto.t itt to i hey j

_ Uclition of the Chief of Naval O firations rend no action was skeet . In con urnt-
in;; an vur fbidine, the Navy stilted t'. ; a. it ?lad r-> ie .son to bciiovr- flrit the study i
x suid lime affected the decision to e-autinne I Idletion .

Coate itacurrtsd for completion afaenlid propellant continuaus-mix_ta :ilitr for avhieh there- ;
-

	

was unplanned use, Department . of the _Sir Force, 13--116597, July ".1, NG 1
Tile- e .r Force- ineanred costs of about s2S .000 1 - ua va tlr Air t-orei ;evideti it , own t $525. 000 .

ialrte _solid prop_,lant : continuous tnix isriiit-v .tit_-r it.

	

i;pp ;a e+a theft ther e
vras ti foresecibi , re,nim nient for Ur fuiiit-V or for the pr ~e_s. The Deptut tent ,-

-

	

,t I)- .-feast stand that-, without n e~ .s_lydy

	

invuls with :ill w r

	

aui<ts nn,, it i
site,

	

ed [flit 1110 nerit of than project and the filtantae value of tilt, set, s acLiav"tl
Cotdu 1w considered eontf ov- r- cll .

Unnecessary casts incurred in the procurement of ground speed and distance indicator s
from D o uglas.-Ain'rsft Co ., Inc., Department of tilt- Navy, i3 L 'J95, Au>' . i . P.tb 4

The A .t . v „t, ;nrirfl inuaet_e q ssiry costs -f :ah

	

-
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REPOR'T'S INDICATING ACTUAL OR POTENTIAL COS'T'S, F,XPFNDITURES, Olt LOSSE S
WHICH IN OUR OPINION WFRE UNNECESSAIIY OR HEDI CHILE—Continue d

-

	

Department of Uefeuse_

	

Estin ih- d
anlotin t

DETELOPMFST AND PROCUREMENT OP NEW E{lti [PSiEST--COn t-finned

Additional costs resulting from unneemiary procurement of a diesel engine for the !
military a'-ton truck, Department of the Army, R-146973, Rfar . 24, 196 5

The Army incurred additional costs of about $1-6 million because it procured 5-ton ~ $1,60[1,400 .
truoks equipped tt nth diesel rather than gasoline engines . At the time of the pro-
curenient (t) tdlthc5-ton trucks in thesystenl mere oquipped with gasoline engines ;
(2) the Army we,,, planning to ultimatelyreplace these truckswith 5-ton truck s

equipped with imiltifuel engines ; and (3) the development of the nmltifuel engin e
was nearly completed . Under thee, circumstances, the introduction into th e
system of 5-ton trucks equipped nitil diesel ongines, as an interim measure, wa s
not wartianted . "Pile ntulece_=nary costs represent the higher unit prices of th e
diesel engines i$2 .5 million) and the special maintenance tools, nPaintenance per- ,
sonnet training, and other costs relating to the introduction of new types of equip- I
nient and spur parts support into a supply s ystem ($ .6 milliciri, Martially offse t

- by cost loin-, in fuel and nil ntenau e ($1 .5 million) . The Department of De-
fense took the position that the Army's course of action seas a Mauer of judgmen t
and that is deeislon was a i-easonabic one .

Unnecessary costs incurred in accelerating construction of Polaris submarines, Depart- !
meat of the RI w, 13-116754, June 2I, 196 5

	

The ututecc _,try casts (os er $2 b million) sscrc incurred beestL e nnreati€tie real} for

	

$2, fH ,000 .
Sell, dtdewere~specific, Itothe_liPhil itdr-rs . Thedate'swvreurr"'~listicbecm5ethcy i
had not been coordinated uRh other \a=.'y grmips parlICII) tin ;Z in the Polaris I
program and the: submarine_ eould not he used any earlier than the other 't ill% i
groups had plainetl. The N wy agreed that there simiild have been better eotrrdi- 1
nation and, with reSpoet to our proposals for Corr ecdiee action, ads iced its of steps
taleeli t0 improve tile, orcrlll eiieetivene of program ilianagemen t

SIAINTEIA\CE, IMPAIR . AID OVEttnAi - 1 . OF EQ?'te StA _' T

Combat capability of an infantry battalion in Europe impaired because of inadequat e
_ maintenance of combat and combat-support vehicles, Department of the Arm . ,

R-146716, July 22, 1961

	

-
armored p,r>onnel carriers anal 2? ~, ton clruo tri,_k_. t sii~n,d it) t 4 , L<t Li :o .ui-,r_ it i - Nat ,iet g r -
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Unavailability of certain aircraft at an oeerseastocation <lue to maintcnaierc. and suppl y

deticiencivs, Department of the Army, 13-1 4ii899, Feb . I9, 196, 5
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REPORTS INDICATING ACTUAL OR POTENTIAL, COSTS, EXPENDITURES, Oft LOSSES
WHICH IN OUR 011INi6N WERE UNNECESSARY OR REDUCIIILE—Continued

Department of Defense I''Minlale d
itmouni

- MAItTENANVK, REPAIR, AST) OVERHAU1. OF EQUIPMENT--CxJntioued

	

II
Unnecessary costs incurredfor modernization of combat tanks, Department of Defense ,

II-146716, Apr 36, 14,1, 5
The Department of Drfettse aathori9ed the'+Larine Corps tcspsnd about i 1- 5 off I'm 1 $1,500,t;tW.

to inodermv 22 Nf4SA1 tanks It-homgh the tanks were cx,c-s to 1,001 We Corps '
p eacetime. ogtrathi needs and its approved mobilization requirenun

	

Ilt•f i
ilia, mod, rniu.tiou wor t avw, inhiated, w advise,i the Department of a° t eusr tha t
tilt, ?°i;rrine Corps' t_mkscotdd he m—I In the immodernized condition to sleet Off- 1
filled Army mohili7atieli needs ati, -i that trrmS6•r of the tanks to the Arm% , coul d
preclude till , mpendittire oW .fi trillion for mod,=rnir-ni1011 . Nccerthe-iess, t he ;cork i
was allowed tit proceed . The Departm ent bas(A it .eci iau on 11 fact iazr t
chan^es-hi Marine Corps requirements were un9Or c,n=id .ration and thm i t The '
e anges were approved the cress tanks would t i ler] f lll c,1 i nn then t -i i - ,i ; n i
r - quirvin n t

	

We found, however . that, tit ., ehan - - n rtrgt it w n : had 1In :o y
beep undtr ccnshletation for about ? trare aml t lat there w fill , stn i tk-! da!,. I
w hefil h~~ decision could he cspecf ed, 1'. e Glncluded that . under 1. I ll' -Ircumst nr-mss, I
the tanks should have been transferred to the ArmyF, In any e,ent, they sliuuk !
Iiot have he'en modernized .

UTILIZATION OF list tiPil w'P: R

Unnecessary costs being incurred f :,r the maintenance and payment of allotments o f
military peraonnel . Department of the army, lI--1250137, Sent . 11, 196 1

1 t ,live costs oI tit hZst al .I million aatnuatiy were t wang, iu, urrcd ;1! the A!TI y

	

ti.1,400 .r0f1 fall .

	

F i ianeo CS_iter for (lie maintenance rind payment- of niifitary atlutnlent~ . As e)f n

	

nuailyi .
Deviiinh r 1963, iii- _iriny hall 553 cis Ili ti `n rstnm I u'hi llwt_ (t : all --I tcero
,tress to i t , teed ._ 'File fiurhons inn I se,l II tide pmce. ittand f ..yn• :,it of
allotirienl at.tile firdam•ecenters oftheArinp, Navc and Air Poree aresill,=tantial1 %
the same taut- we build the rang of t he nunrher of pr-rsonni l eny,bye,l to Eh, . r - Ashe r
of alhament fransaetions -procctised to if, about taco times greater To il?e Army tie l l
tin the other servit es . `Phe _Army aohcurred in our rerd ;umleusiation HIM 'i -„more- 1
henside review he rhade (-If its ollotnid=nt funetitin and suh~0 i butte M PA Itlerl Il l
that as of Duember 31, !!;tit, the numb-or of persormel euaat,ed i ll the nilrt-menl j
fmiciion had been reduced hy 356 . i

Impairmentofcapabilitytomeetmission requirementsandwaste offunds in tho D-da y

	

augmentation forces of tie naval Reserve Surface Program, 12-1-NX52Sept . 23, 1964

	

I
We found that the Naval Re,,era il urfaeo I u„ r rni , >ul 1 not enti rely at or ipli l r its 1 Not ;leicr .

	

mission of providing (milled D-day au i . .noatit n „ .des :Nail thle for uh,he li;te

	

Joined .
isiennient to the active fleet bt c ause To the fortes were raw recruit>, p,aetitiatl y
deferrable nigh drool stucleni .-, and of hers with net I day ofactivn-dirty tci, : iencu. i
Those with active dutyacilinrcd shill' w-ere ent'a g,,eid in recruiting and

	

,mina i
enlister, and in aclnihriArative duties, rather Than in ad : ,seine IN-Ir iw n
Si ofloalit portion cf the 3101 million spout on The , e rani each ye :ir wen- I . .uiv I
its-ted. The A .lV did not eonceeie any nrahflity cf Lhc fr,t ram to lCrforin it s
mi=sled, . The Dcl n,mwent of Defense ti krio ;vlc IgCd that th, t•i w`ele all rNcc s iv c
m Toiler o f unqualified personnel in the program and a :lvisr-it us that, n : reral t

- of our report, a dirk-coca had tern iSSted which w- ,- dt sign' 1 to t l i infP rt d hcivo-
eies Ili The progrmiri and to rake. the quality- and readiness of the Nat tl lirscr% .

Retention of uneconomical tinits in the itelerve Officers' Training Curtis Program ,
Departments of the Army and Air Force . I3-146947, Oct . 311. 196 4

	

Our review of the nurii'her of officers cniond isionca by Army and _fir Force Resern c

	

or .
Ofiiccrs*rraijwt Cori),i , oTC ; unit . i ; . Wmim, to tl.e Gocertntu t t_ : . suer -

-in lved ret"al_d that r,iry schools, ptinearly tho_t ;aflihat .,i with The Air Yon C,
ROT( ,aore.prodti h„-04_wrfhcerstint ;esrfoalthoum-cntl_nintic•prorran n
did hot appear j q t ,=eat_ We estimaf[ ? hfo i i A i r P-or,e conid same tip to i 2
rmihon aormalh . %, o o mt reducing the t uil mind er of cth•, ra t, .usl -

	

d - if it ,
Terminated ROTC taetYsin n[suchschcu3- 'the LeparLnciv of Irelrt r t,arali_ t
agreed Liar efforts to rl .tsiablish unprcducti :-c hOTC U11H, ti-i nor Fern sells -
factory ah,i a lvi e tt 1 stu= ies lord l>_en uwlert,ien by life e Army ;ir a Air home t
to seek a solution . _

Overstaffing of civilian perilonnef at the Naval Ammunition Depot, Flri ~thornq ties . ,
Deparbtent of the Navy, 1I--132999, Dec, s, 196 .1
- The depot ,a- _t-_ rte-d hy° at Ica. t 55 untpl oa-- r•, in ec ass of rcq, , etas al :I,= ao ;m .- 1 t313,6t r-

cost of atom 1 313,000 . Phi= ot-t=tondo

	

,sated 1 -w -.d° of alure 11 it, 166 ; ! f c
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Unnec sary c ety resulting front the upe of stateside per,?t,imel in ciritan po rtrana at I
Nay +d inatatl ruuto. err f uarn, Mariana Islands, Department of the Nat„ II 1dn96s ,
Feb. 2. I9t: 5
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REPORTS INDICATING ACTUAL OR POTENTIAL COSTS. LXIIENDII I?RES, Oil IA)S3 : S
WHICH IN OUR OPINION WERE UNNECESSARY OR REDUCIRI .E—l-nlinucd

Department Of Defense

	

F .t .- matc d
amoun t

UTILMILTION OF MAKFO1v FIt--colithine d

Unnecessary costs incurred because of acceptunce of physically unqualified enlisted imembers in the. Armed Forces, Department of Defense, 11-I 16956, Apr . 2, 1965

	

i
- We, found that the Government wet' nicurrinF a ur. tssarc coasts of over $1 .5 neuron + + i t,~iu .(ii+t lai r

	

per year beeau_ethearinedsarvice RerePCeolptnkphy .icil i tiunquahfiedpersonei

	

nually°) -
- for active duty About 3,250 enlisted firs-isonnel x .ere tpaiated from the sera ices

during fiscal year 1963 shortly after entering active duty because of phys"al de-ft i s
that should have Men disclosed before diet were accepted for service . The am 'pt -
-,nice of the unqualifted personnel resulted from (1) failure br the Armen! For c ;

- 'I'_..Fun,ing Stations it)adhere to prescribedIuedhal procedures : (2) madcquat e
sehc,luli;ag of xantiRCeS through the .Awned Forces F lialinning s t iimc; WOO (3)
failure; of the Nati-mial Guard sod Aimy Hest°vim, Fortes fu secure ate adequat e
physical cvninnation for their personnel prior to seccpting them for icrviee, W e
recninnten led that the 4 ecrctnry of Defense anet tae Director of Selectiv e Servie v
issue a let-t ref illation requiring, tae State fi eittrs of L_tfva service and th e
Armed F or :ci Ex iiminine Station _oinniandcr to s,}x' bile eraIlnin tion workloads
soas to provide an even flow cif t `an gives The IIvi rtna-tit if 1)efel e lmor
'nfurnled its that existing regulation were being reviewed and revised .

USE OF TRANSPORTATION SERVICE S

Iixcess-transportat'on costs sine to erroneons weights on military shipments of douse- !
hold goods, Department of Ilefen", I1-146911, July 7, 191A

	

i

	

Carriers of forei'. i and dometific-shipments were overstating weights in sortie inet mteeS

	

_ ti,ticiott e

	

and'inderst,atir t them inntherinstmc's . Asarasult,(tie DepartmeotofDefcliS0was j

	

( i .itlal1Y? .
ecerpaying aaho,it V, in lhon and uiiderpnying about .;l million annually or a net, i
overt iynieilt of about- $5 mdlicin 9 rnially . We found dso that hous .hold oral s
van drivers failed to follow uei'ilin instruction of the Interstate (-0minerce C - i
mission mdthft `'-ate Depart[ .eut of Defeo°t aid not maintain .de_luate control s

-

	

over the %%cig h it-s ctrtifie d on their shipment s
`1'he-Delrart.inent of Men e agreed with our fiadines and conclusions and advise d

its of correetye Ie°inns Being taken i n can ttirtnity with our prnpoa~ ^t heiu i
actions inehrcie the r'we ighing of selected shipments and the reporting of the result s
to 'lie. DefensF2 Ttalhe Managetnerit Service for e-vaaltimion .

Unnecessary transport"tioi costs incurred because available Governnren t-owned ern -
-

		

nliners were not used foi• .the movement of household goods, Department of Defense, 1
13-146931, San . 29, 19fro

These containers (c, ON'lEZ transporters) were used to ship military cargoes to Ell
rope . Because return

	

rgoes were consid'e-n b y i ss, most of the container w?r e
- returned empty . -Wit ostimate-d that unneccs teary costs of about $2 .; milli'm were j

incurred it Iiiti3 In returning empty corittiners to the. United s uite: . Of thi s
amount, :$` .2 million of transporkniou --Sts could have been saved had the (Kira- i
taiuen been furnished le commmn utters far use n slapping 11011 •hold goods to {
the United St vies (Scar r spor .atiou charges for household goods are based Flo let I
Wei_ht ;Jrq charge is rWule for weight of the cant rme!& .) The reniond-r a j ,,,Xn, ,
representnig cl get-of common e` riers for the us, e>f cone:-Boars heV supplied for
it( iseliold good_ shipments, could have. Well . bve_t had the Clovern lent. instead Of .

- the curies, fi rnishe_d the coi,aiuers r'he De1mrtm,i, of Defense agreed tha t
some vin sees try costs 1 :ol teen incurred and .tdv ised its of spceife actions bein g
taken to a oid ut neei,ss.vy Co st :-

Ureoecessary transtior4ition expenditures for privately owned vehicles tram shipped i
fletwcY.n U .Si port4 Department of Defense, 11-15 13 11, Mai 22, 136 5

Over $1- I Zillion of exc ess transportation costs yvere incurred iit calendar years two 1 -sl 'tra"Clou
-

	

through . 196'3 ,) tr- .0 s-,htp 3 .AW fit ivately Own, ^d vehicles after deliver
y

from o v,r- ;

	

(4-yew

	

seas This otimired leer use (1)- le g ulations v ere not complied y tth (2) controls

	

period) .
iVer select-ion of destinstton ports were made Ante and (3) throw ii rvit from i

--

	

overse ,as ports to ci cstillitiolt purl n s not vin d

	

l e Made it n in r- .r or snti;es -
tioi

	

with w h ich file Dul in tile! It of Defense a treed . for avoids g milloccs,Ary
ti.nasshipments .

Umneces: ter costa incurred for commercial protective- service used for shipments o f
classified mateirial Dep rtnent of the Army ; 11-14r,979, Mar. 25, 1965

	

~
,khoirt $50(t000 i t m nrcc_ -try costs were inenrred Burin- a 3-year p(rie)d . Whereas ; $, fatoall

	

the Navy till(! the Air 1 orct vise-d RE A Express arm ed suneiliance for scrip r nts ~

	

13-x yar

	

of el a shied ni to i ?, at t rate of try ee t s per emudredc cr A ship(- 1 . dic Army

	

pe iod) ~
_

	

used Iii _A Express ariiied t .rt .rrd service, at- a r ale of

	

an hour ter. most e anIi -
Mve, cmlliliCirl' ai pros-ectiv - service .

We were informed first Army r, gOlatienis would lie revised tD provide in ., selection I
ofthe !mist t oocrnieal method -of sccsirity -rnp:Oible with tile. material ban g.
Iran spurted

- - Uruxeossary costs incurred through the duplication of 'upping sservices t th • Panam a
tang Zone by -tieMilitary Sea Transportation Serv ice and Elie Panama Card Co, {
Dep,rtmentofDefense . t3 elf a 3J Apr . 1i it . S

t„ineev scary- ct, t I'- ( as niudl as $L2 fai t h ll Ur Ii- i, inc-u rt 1 at nu .aliy Les uis

	

:$i c't L -u4 )

	

dupheaie trap pert tied Service", were estabt , .-r d rig the . 1 - .aania e lull Company

	

e -unernityt :
acrd tilMil i t sr v s e!i Tr nap rttiti n.

	

ce i t,, lr ulsi irti i c_n > ! .twee a Ne w

- - Orleans, I fs. : sod tho P e3m1 Glo al Zone. The I_ui_tm, (: evil Company - recd it
with the fiwts is pr smiml in our report . Too Dvoictinont of l o eell,e cvue'rde d
t}cat theft, ;r i s r+ri Elul c isatian and shUr•d i;at File S r ny arld the Navy h ad bveti h
requested to }laity ihe: nei i ter,
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REPORTS I `; i tICATING ACTUAL, 7R POTENTIAL COSTS, EXPENDITURES, Olt LOSSES
WHICH IN OUR OPINION WERE UNNECESSARY Oil REDUCIIILE—Continued

--

	

-

	

~~ -7>,ltartutentcfD fn1~P, 1stiinste d
entotln t

-

	

- VlIF OF TRANSPORTATION BERVICE3---conibme d
Unnecessary procurement of air passenger service on scheduled commercial airliners

-

	

from Japanand ' Korea to the United Stater, Department of Defense, 11 -133025, May 25,
1965 ,

Unnecessary costs-of about $1 million were inviured in the 16-month period ended 4i,otio,toou
-

	

April 30, Not

	

bec=ntse file military tl .utiiarmiunt4 p r ocured such transportation at (RI-motiti l
-

	

times when : suits -oil scheduled flights of the

	

Military

	

Air Transport Service penned) .
MATS) 60wr \Sore empty or we ; Occupied by " sp 4`e available

	

pissengors .
This occurred be(41ise. no controls were - - :table hed to ensure coordina t ion of re-
Qnirenlents of ti'nisportatlorl olhcl al 's with the sp1ce, avi llable On M A

	

'_ (ilgb ls.
We recommended that the. Secretary of Defense provide for centralizer) contro l

over inilitar} pas senger 11r trat .sport itioli .
(Irinecessary procurement of air. passenger service on scheduled commercial airliners '

-

	

from Europe to the United States, Department of Defense, II-133025, June 24, 1965

	

1
Cmiee

	

s ry costs of _ about, $ p illion were inc tr.ed it the

	

19-rnonth period ended 1 l

	

00 liar)
-

	

' June 30

	

1003billusa the military departments procured such transportation at ( {tti mont h
-

	

-

	

times trhen

	

seats . oil

	

s heduled flilns of

	

the

	

>Iilitary

	

Air Transport SiirviE~ period) .
(MATS) either were empty or wen , occupiell by rsp~tcc .available" oasseneers .
'I'll is occurred becansonocontroiswere etabttsite-t toenstlre. coordmiationOftoil ttire- ~

'

	

-'

	

-

	

---

	

fil .̂.ials with tile silt" -

	

available. on NIATs il nits -
A

	

w'o : recommended that the Stlerei arV (it Defense pro- id e
'r nllâtary

	

a 'eilt3erair transporfatioil,

	

he DBpartmemt- 5

of Defense: ecincurred aur_I later iadvi sed Its that 11 AT,! hid besot 0 Ven the iesponsi -
bility of establishing and operating .1 Single Airlift itesereation Avercy .

- ACQf'131TION AND USE OF AUTOMATIC DATA F'aO(.S .g81SG FOUIPMEN T

-

	

-

	

- Lnnei easary costs to the . € .ov-ernment in the leasing of electronic data processing system s
1>) , defenso coutractors, 11-116732 (11 reports a ; beto N,
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REPORTS INDICATING ACTUAL OR hOTESI - L%I, C :OSTS, EYI'ESDITt 1 RE.S, OR lotSE S
NVIIIC11 I?: OUROPINION \\ ERE I NNE'C ES-A l`i OR RE'DLC IBLE—Continux i

Departinent of Dcfc7~ ;!

	

1 <ii=hate d
i

	

li Rom li t

ACQUISITION 35n q SI, OF AUMMA"IC DATA HIOCESSINI ; R,.IGIP3Sb: :T--eUn l.!ntled

Excessive cost to the Government lt5 renuills of electrical accaunting imichineN by Gent`ra l
D}'narilicwAstronaatcs, a division of General Dt"r

	

ica Corp ., Shit Di[ro, Calif . ,
-

	

Department of the _{Ir Force, II-14G92), Aug . C9, 146 4
Rentals paid by tieniral Dywimics for use of the equifnrent dntinn t1w 3-ten pe-rlt, i Pl"lt+J

In NVIdeh use tittle Was manually recorded, w ere t act A e couilored Ix t11

	

antnt, = t3- .xil r
based on use dine -s subsequendv rceorded by ineters,

	

N = eahn ;ited ih_u the period ; ,
excess rentals during the period were abuu

	

$ibl-,jo0 alt of whit h u cre boric b% the 1
Government.

	

The Department of Dele n e stated tluti it's reviou= of the matte r
disclosed no basis in law or equity :rhieh a oil!? ,uppurt it rlcqucst for

	

refund .
Increased costa . reaulting from ineffective use of automatic data pl-ocessin", s)Hn", ill

supply management at the Philadelphia Navat Shilo ard, Yhihidelph+!-, iia , tlti alrt- i
meritof the Navy, B-I-IW16, Sept . 1, Hfl t
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REPORTS INDICATING ACTUAL Oft POTENTIAL COS'rS, EXP . `-])I,rl!PFS, OR LOSSES
WHICH IN OUR OPINION WE,RL UNNECESSARY Olt REDtfABLE—Cmuinucil

	

Department of Defense.

	

I Estuuaf, d

	

{

	

finlfjtlll t

-

	

p"CFt Eft ItF.I' iC X'4 — contittlle d

Unauthorized ore ofinfli tart' personnel an,] Government property at 'Fort Gordon, Ga ., fo r
eetivid" related to the blasters Gotf 'Couenaraent, Department of the Army, 1,-1538 .78,
Dee 9, 156 9

M ilitary man-hours valued at over $20,000 were u .'ed at Fort Gordon to prooare Uo

	

$20,000 ,
erninent quarter and prov ide transportation io visitors attending the IM3 an d
SUfi4 Afaste.a OoIC rournan,eils. 'Phe u . c of apprapriatetl Q .tid.- far unntueial pmt- :
prises is not a ithorized . We believe that the u ,-,e of Government quarters to pro- 1
vidtijormlol;teial purpose ,n~cumtuodation to civil ians,especiallctitlower rates ihn n
hose charged for competitive eounnercial facil i ties was impyoper . The l epsrt- i

nient of Defense took the, posit-im p that military participation in the tournaments i
- - was desirable as a part of the community relations police' of the Delmilt ment . The !

-Department st-ated further that its directive relating to community- relation s
would he revised-and clarified .

-

		

Unnecessary retention of high-slue land, Fort Gordon, Ga ., Department of the Artily, I
I3-196988, Apr. 22; 196 5

The Army was unnecessarily retaining about 258 acre;, of expensive land valued .it No t

	

about ,1 .0 million in the Olitor Area of Augusta, Cia ., pr neipally to provide a 1g_ `

	

tier lmua il .
hide golf cott:s_e for Personnel stet-ioned tit Fort Gordon. The retention and utiliza-
tion of this valuable land, priuiat itv for i ecreat ion d pnrpo ti- is trait r am to i ep a r- i
ment-of Defeusze pobcv on the ill ilization and rte rifIo t of teal proptity 3111t to La c
pcisition of a con resional roumittte ill re_ard to the reka,t of high

	

i it ulKoi I
-

	

hold which is not . - ,t ntial fir cantonal co,ritp [)ill poses, file I)epar t r. nt of De- i
tenseeapie c , gene it cone i rt ence with out- finding, and stated th ::t (1 -it %, had i
been u td-,taken for dovolopmcrit at plains for construction o, rel laWlscnt I,
facilities at Fort. Gordon ; and t2 theOiiverAieashould berct3incd until rr•plam-
meat facilities :are m i abic .

Unnecessary retention of high-value land for recreation, Reserve forces irainirg, an d
.Uil11:-k t

	

in :r

	

. ; n'

	

D, 11 m ;9y, Waikiki Reach, Ila waii . Department of the

	

cn', of land . which we eetvnhft to tar tynrth

	

Lt o.
-

	

more than _iifi nrifliou, in the Al .iikiki ite--ich D siriet of Honolulu t l ro, lei? :,n ;
-

	

-

	

Arne_1 I`orces r ervatmu t a'm ' iirutp Iic~rrte n-nuune fat lit"es, i i 9 ni ;<oh4~•
-

	

-
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nliflmrn f3mi11--housuie, um . s . The rcimuli 'LA amt 1110 t,zati:nl if tr

	

i strov.0 %
v .alualite *ind (cry .i,°h purfii c- :u-ee~~nfrary to the general i u .ieyiIf f i D- . .:vtu ., :>[ .̀
of Defeusc and the p Ation - f a eau 2c al con ilittee iii regard t ti ., ,c .e :tse' o f
high-talli t.tb_ui limit w i . . : :uo lancer required by the milli-Art for a :,um :nl i
ecurita purposes. We ref rom t n-.cdthat6C. -tcratar -vof D `etisethori,, r -

atiotia f~i ihdos at Fort Lt c Ru-v . t-r=m%ifer the training of 1rn:y- R

	

rcr !niiu-s to
-

	

other tv tiatrte locations m tht- is_lamd e, :ose file tine

	

a t .,t u= fan tiv- ;
-

	

housing traits, and take wti n t dt o ose of the hued and ifill rovt n -tti.s, In re -
-

	

slionse, the Department of Dc a se-infir reed its that It had i ntnahr•1 a sc ri" oiover- -̀
- -

		

sea bast . ,rii .izmion audio' slid tha t lfawaii was one oft tilt, basis tciud"'I in tae E
gerice, Peiadinx cmplot{eni of the -tudy-, tihe Depnrtnei t desired to %yuhh?l d
eomnrrnt oil our ree mun_ndat ons .

_

		

_Boss, of tune discounts on pay-ntents rnade by the. Los Angeles Contract -alt : -agemen t
Dfsirict, Department of the Air Force, 11-15ti521, June 9, 196 5
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REPOIITS IZDICA`I'I-NG ACTUAL OR POTENTIAL COSTS . EiPIENDITUIU-S, Olt I.q`<w s
:WHICH I1 OUR OPINION N ERE UNNECESSARY Olt REDUCIBLE—Continue d

Civil Depariments and Agencies

DEPARTUENT ue Acrr~t=e-rca~—Coiiihlue d

Weaknesses involving primarily the disposition of surplus nonfat dry milk, Commodit y
Credit Corporation U-148254, Feb. 2, 195 5

Inability of CCC generally to fie re-sponsihit ;ty for insect infestation of aonhu dry ntl k
owned by it and, ht most instances, to assert claints for recovery of losses incurred, j
resulted fit CCC 's la lug about -3 .3 trillion fn three ye,_rs, The D partuicrt iui-
tiated a program w h o reby C C-C. xvo ui d pis sligh t ly nigher prices for ni le deli erect
In illectproof containers, to encourage manufactur .i, to adolA the use of sueh con- f

tatuers .

	

J
Excessive allowances for transportation co. As were granted oil export -ales of nonfa t

dry milk in instances where. contrary o CCC"s expectations, shipment were made, .
front t re- t hakes ports This perinttte l reporters to glut monetary benefits not i
cohtell! platelI by the sales at .ards and resulted n, reduced sales proceeds to CCC .
The Department advised us that corrective action was being taken to line with ou r
proposat to make sates prices subject to upward adjustnient when ports of export ar e
changed after a sale has been awarded.

Substantial quantities of nonfat dry milk donated by CCC for distribution to needs f
people in Ilong Kong turd Macao were sold by recime its to commercial buyers, con-
trary it, tiie intent of till, donations provrant, and e - d tom eking mutual feed . 'I'lti ,
roduet d nomad commercial sales of nonfat ctry milk by United Mates and Im Jloi ,
exporter. acid resulted in needless expenditures by CCC for packaging and tr, uspor-
tatioi c t- .Subs lueutIv, planned shipments of n,-lk for donation t o Ilong Kon g

_

	

iuid 51 to o tt er e. reduced ; ! statttiall y and action was taken to reduc . . t, possibility

	

~
of it. ct

	

i :do co m .tere 1 channe l
~i unit xi s i n tr,uhc manageiae= }teralions resulted in nimecessary costs who- h

wverc f _ nTUi b , u (1' the It '— of certain part _ of export resulted of excess trans i
liar trn roar ( 2 ) l : antiwe was not taken of the most favorable ntcaii freight, rates 1
n, s' i m,wiil> to 11olami ; (3) Cite use of ,ertaiu ports of export, although resulting in 1
luwrr i 0its trusnortat .ion costs to the United Nations. re p deed in a ditlnaal iirtand {
trap pt t ition costs to CCC : and 4i fre ight, cars were not loaded, with sufficient j
pia . to is of d .iry prow h t o ubtrnu the lowc,t po,,sible fi ikht rates. As a resul t

of

	

- cits%v, the Dt,parhnent look setious aimed at eorrecl-iug t-ilcse deficiencies . t

.zee, iy- Paymw t . It, contntctor3 for nmif6t dre milk supplied in 4 1.,-pomtdn-t- k

wvw ml ,owis revolted from Ca C's „c.ctpt+aces without independent verihea- I

tf,11i of n c ate dtt os reported by tl c cot tr- t r as to w licit the nonfat dry mil k
li:ul f -- ., i .c=uufletureil_ G CC had i ic-c :se,l Ihepi .ces it p-t_,1 for n onfot dry milk i
nt . ti :ufac .un1 sifter it slit- Heil duty As a result of reviews undertaken at oil l-

	

i
had recov, reel alxiat q t00 is of dune- 30. w65, and had additional

visa . .. .~f aisout - .,,GU prid ;ng. Alm), uctielt was t-a{zcn it, enable, CCC to readil y
vol ifs i1w dale : in Live fluorc'-_

Addiflooaf costs incurred under the dairy products price-suofori progrant by purchasin g
Miner eot,id the general area g of production, Commodity Credit Corporation, B-11-182-1 ,
Mu 5 . 1 M

AX, =li? t-t "e .,., of -diout I .2fx1 .01001 were incurred by f_-C during 6seal years l i0 '
.,ii,l 1961 sac-.in ;e. it jlarch i., d large quantities (-if bulk butter ifs the New York Cite
-- r itinlr that e the evc«s Where tite butter N V,6 produced, The delitioutu ensts i

= I becan e t:i then New Turk C it, area CCC paid ,I Ifigher price for hitter, j
a,trese i i _, vo,3 i ter storage ;tftd haudh .g . r.iA 1-f_h r cost-_ for r-paekaging '

. .=i i

	

,i,An ;, the linter fir disposition than it fluid a tile areas of prodiictiou .
t„trp .o,tz .. :lrl"CC'C`e.1etsavhi

	

byre~irfalai"thetheiliityofbutterforprice
--apt , i-

	

t ill carets of protlnci -art was implemented by it provision which be-
It tire ii Nity 1, 1965 .

Ii i en-ucit . in the award and administration of timber sales contracts in the Californi a
re"w1w, Fvnsl S=~,v~ice, 8-12053, Oct . S . 1964
- The reollering of it tract of tiniln~r for sale under oral auction rather than resolicitin g

.cried bids from t-lie original bidders did not provide adequate competition am3
appaired to have. resulted fit t lo ,, of r.-out i:31,000 in revenue to the Government .

-west Serv ice screed with tine trop sad that tiled-hid proce.d r be requfrud
if I w4, or more ,r9pectivt pllydolsors had bid lift titousiy and that all eligible hiddors
Lrizo partic pats=d fit the original bidding be umoug the operators solicited on an y
arts nuertrccif`.n u

The Goverauit=nt sustained ti loss of as much i"s ;43, 000hea ause F-1wt Rtrvice o! ials
,ii,i not sees: !!fill obti ill t fight. of i needed to Bahl access to a time_ - iirea prior .̀
to olvrhv the tunfur fur sale . Ali allowance for a snore costly access road ;vas made
Bt z f : t : r tisin_ the tuni-er_ Also, when agreeing after award of the- sale contract to
ti t, -011struciion „- ; lee e. , .t- y ron t tile Fop t S e r t iCe ihd not n lotiate with th e
tauter ,nralo f-=r an i. c °,Ise ill centred rates fn reco R ition of the airi of . tin e
Gist ray#neti~cin

	

The

	

of the 1,ie_t cr i

	

with our tiropo t i.~ to re -
tl'.nnh t-tze the ucc sit ± for 44 imun neei0d rir,ht. -cr-;rat prior to olierini~. titubrr
for sale and ti

	

k iurienscs it” i h?)er por eri rtes irlien changes ill contrac t
n•gmrti _rats or r ndsrt nttih sue t tt i i c l reductions to the purchaser .

ti- hrienci s in aorwilian g —titivrit pine .w1unber auld in the. Southern Region, r u rger
trice B 121 11 .-1 :S, N i

	

-'3, 196 1
,kdiciertu

	

in i t t ~,tF ie iiwt

	

d, of sou kern pat, twtinll . r sold ill the
~outt °rn re

	

,i caused Loan offered for sine in one of the. fort t° to be undo -
llp)iltied l ;; t i

	

g13E : to J ,t 11-11 r 1J,liH

	

~l rl_ of ti - ~ippra d tittiber woo
gold of aufcuit

	

hic 'l o0 s, , the nu icinppt-tt sls. If th , n, mAnins sale timber
Mitt been sold

	

zo-prai.

	

u :rs dill,te ,-I I-% the mu ant of thin land.-rapt- ; esal s
ease 0r.d l

	

sate ire-~ w, , -tit .> 1SGts of i 1-i,tt,u~i rrveteto ;tauld have „cell
oi,t,onel by oho k . .vert t _<=a .

	

a fore=s , ;e•rciee e ..itrsik

	

r .d :vith mar
rerx _ iutend. ;tioi s t9 iii- n , , gr t ..nC• (,I in_liVidli d al in' :iiscr- and to flumizi s
stir° c,iecti , ii f * rvisnr rvvn

	

U titrser e_tlii i Faistliroll h tiler tItlLilshineiit o f
deli tine host i ,,i_ti and critrrfa for The deter,-nnotioi of aPprai d y lies .

i
i

t

f
i

i

E'tiniate d
amount

Not. deter ,
tamed .

D e; .

5s15, etCa .

Not don:r-
116—d .

tit, 00 .c ti .

*31, U00 .

A2, O0.

Not deter-
.

	

mini d .

` 5!5



REPORTS INDICATING ACTUAL OR POI I N DIAL COSTS, EXPENDITURES. OR LOSSE S
WHICH IN OUR OPINION WERY UNNECESSARY Olt REDUCIBLE—Continue d

Civil Departments and Agencies

	

Estimated
amoun t

j
DEPARTMENT of AGRfCQLTURE—Cotttin tie d

- - Questionable aspects of oral auction bidding for Federal timber sold at certain location s
in the Pacific Northwest, Forest Service and Bureau of Land Management, B-125053 ,
Fell. 9, 196 5

Tire use of --al auction bidding procedures ill tile. side of Federal timber at certain ('\'of deter.
locations in the I'acit-ic Northwest by the Forest Service and the Bureati of Land ~ un4ned .
Management did not appear to provide reasonable assurance that the timber was l
being sold st. competitive prices . 3-iuch of the Gainer, which had a minimum I

-

	

appraised value of $3, 000, 000, yvas sold to sole bidders it fir near the agsiioi s
Blum acceptable price (appraised value), despite the existence of a numher of potr
tial purchasers and an apparent need by producers of - timber products for the avail-
able tnuber "13ids received in other eases t prices which were sign ihcantly highe r
t-lian the appraised values, appeared to he- the result of efforts to prevent tile, sward
of a sale contract to a par!icular operator or operators . We recommender) tha t

-

	

arrangements bemade for the use of sealed hills, rather than oral auction I dding, i
where sitnations suchasIhose noted by us exist . with the objective of fosterl i can-

-

	

petitive sale condition- and obtaining . or the Governn eat reasonahle, competitiv e
- prices for the publie tiutber . The Forest Service and ti .e Bureau of Land Manage-

mint informed its that they would eon, .nuo to study- the, problem; however, at th e
endof life-fiscal year ito action had been taken oil our recommendation .

Rignilicant wings available by replacing sedan delivery vehicles with pickuptruclis, Soi l
Conservation Service, B-111833, Apr . 30, 1965

_

	

In this report- ,ve expressed tine opinion that pickup trucks, instead of — dan deliver ,

	

8570, 000 .
vehicles, could generally lie utilized effectively tit Soil Conservation ;erviec (ScS )
field operations at estit sated savings M as much its =1+-0,000 over the life of Nu re -
placement vPldeles. A ;'e, therefore, recommended tit t purchases of sedan deliver y
vehicles be discontinued, except where specifically just-ilied, and That the sedan j
delivery vehicles in the SCS fleet be rep) teed at . the cud of ti,. - it useful life Nvit h
pickup true s . SCS indicated -that it would reduce the number cf sed_m deliver y
vehicles, of which it had over 2,200 .t June 30, 1061, but that it n culd have a con- !
tinned awed for about 1, 200 such y ehieles, We expressed the hohc1, however, tha t
further redrtctions would hie possible .

Weakne_csm and problem areas in the administration of the imported fire ant eradicatio n
program, Agricultural Research Service, 8-133193, Jnn . 1. 1, 1965

-

	

Inourreviewofseleetedactivitiesundert.heprottranetoc-rdieaiet-he imported fire ant i Notdeter-
front the United States, yve noted that there had beehi a net iner _-use in the number

	

minced .
- of acres infested with the ant shirr the program wasst-irted in 195' and expressed 1

the opinion that the success of tit prgSram yy as Uoul tful for various reasons . About
?a i.tilllon had hcen spent it this prngr .un up to tee Tillie of our rcviely . I n

consonance with our rceonimendation, Al' ,< made a critical study of the fea ;iililit y
of tho pregcaut . The Department . of Agrtetilitue concluded that. eradication ivas j
not eossidered ieasiblc atthe level of support-which it, hotl bean providinf' and that ,

-

	

-

	

as a result, it proposed to yvithdraw from C e program at the end of fvwal y ear t0iia ,
Weaknesses in the edministration of the prograuifor direct distribution of hedemi surplu s

commodities in St . Louis County, :lo ., Agricultural Marketing, `service, 8-131059 ,
Sept . 3, 1964

In our review in tilts county we noted that commodities had been distri':auh•d to fn- l

	

Do.
eligible recipients, diAril~uiions of sonic tit at editivs uere not anuhted for by ~
receipts-.=.fell(, (] by the recipients, i cipieiU were required to ;ign receipts in bl .utk ,
and controls over the "istribntion c; commodities Through proxies were not s
adequate . Although file county ageiiey hail renioved a unniber 4 ineligi_i-h ,
families !rmn lho rolls as a result of various revie;vs, our examiu,ition disclosrti That j

-

	

additional families dad not men the ,~t atu ' s er tcmi ter eligi'.hility under Uie ;irn_ram .
- Flip Department goner lly agreed with our proposals to reviey- the eligibility° o f

families who were receivingstirphus ennimo d ints in this comity and u) remove thoso
found to be Ineligible.

-

	

Unaece&nary costs incurred fn mailing informational nouc .ial to the public by the Wash- j
in,ton D.C ., headrl carters oil cc-, Department of lfricuitu

	

B-I 160- duly if 196 .1
-

	

13, c ll e most of tile, Ili p n ttueut-s ni dung lit in Washington. 1 I C host n -i pen j $ lso,000
-

	

inaudaiaed in a cum nt status ul slanhal costs were tw i ne, i n-t .rrcd iri nailing

	

anmally .
i nformational material to addressees who no lonl cr had all i uere st to arch u[ a m ; r

-

	

Lion . We estimated that such costs amounted to b out lzio ntu ill 1 year. In
response to our proposal t prow ide for an annual revisio n inn of the 1 s L, tile I net art- t

-

	

mcnt informed us that tills would he made all integral part of :-,u automatic dat,l J
-

	

proc e ssing system -el eduled for operation n .ept niter 19'4llo tee. r as o f
J n o 30, l9

	

tike auum itic data process
ill

sy iiem NN as not in o1_ a :-an told mos t
-

	

of the addressees had not beset eireclarizi= .d .
The Department was incuurin<u nmiec—,s,i} insertion and envelope costs, which s .? co o

_

	

mnoitnted 6 l out s§, 00 ill i u it nu W h n ;:eon ' IiA%, and Eviditional ,iwonnis i

	

annually- .
its field olli

	

by iu,:t ti .ing the taehnique of imprinting to the 131m lli a -x1011, l
praeeicahlt till pcnr_ty or post : o indicia t-d t act in address c irovtly on printed
Tait=rivals . ,tbs0que t,y,thc-l~

	

,rh.raut i . :.t±gs cm<isteutycithonr,,ept".1 ,
to brine about illaxiiinuua usi! of this tuclncque .



REPORTS INDICA'T'ING ACTUAL OR Puri- .rIAL COSTS, EXPENDITURES, OR LOSSES
WHICH IN OUR OPINION WERE UN_ TECESSARY OR REDUCIBLE—Continued

	

Civil Departments and Agencies

	

F Estimated

	

I)PPARTMENT OF CONTMERCE .

	

I

	

-

BUREAii OF PUBLIC ROADS

Deficiencies and problem areao relating to. right-of-war activities of the Federal-aid high
?ray program in the State of Nebraska, 11—115053, Aug . 19, 196 4

The StatenndBurmudidnotgi e .iiiquat eonsiQerationtotheposcihlesal,agesalvs ~ Notdelcr-
ofiniprotrnientsloettedonaequiredrights-of-nay prior to the trulingofcontracts ; mined .
forges demolition of these improvements to clew tilt_ ri g hts-of-way fur h „teem} con -

.

	

-

	

struction ill respon- e to our recommendation that it thorough n e si be nra<b• of t
- t he economic factors Involver; the Bureau alti iscd its that- tic procedures

currently provide for s elling or attempting to sell all improvements or equilnntait
prior to soliciting demolition bids .

The Bureau had erroneously participated in right of way costs incurred by t ne. St:tte iG
for the acquisition of parcels out~ide- the project ri ght of-tarry limits. 1'he cost o f

-

	

the=e parcels was wit.hilrawn from project cosis afier we brought Cie inattcr to the !

	

-
Burcau' retention .

Alany appraisal reports prepared for partial t .ikirius ltd not shoo' it properly docu -i Not deter-

	

-
llutittlstruite of the ,lug of re irmind r iands to support the• comput t toll of sev- !

	

mined .

	

-
t r .ince da ow-u

	

Bu au ri•_ t . is sliwl that the ',tate sub s equ('1itly unelertoo k
-

	

studies to provide an aeceptab t 1) - i, is for u.etisuriue scveran

	

t uuages .

	

I
Inadequacies in the administration of right-of-} gay activities of the Federal-aid highway j

program in the Stnte of New Jersey, B-118653, Oct . 68, 196 4
-

	

The Bureau agreed u t edend n rh ipatio r of about $1 .50,000 in right of aiy yes[

	

3i-SQCl,',ti-

	

-
which hied been incurred unr c tisai ilg b~!tawk- of Hilt Stm,%s f-Murk- ton lure par- ~
eels of unimproved land ff r i , his-of-;+ ,y be=fore improvements were con truetol i
thereon . In - p tt c to our rr eo one n-' t 5u for cm n u uiz ev er n iL ,r lli 13n -f~, u

-

	

-

	

love tlu th tin .rcula-~ncuu

	

Lh-•~ t to nnpiuet-t. u•prcc her slt im .h is j
m uut'rin tin e ulanec over I lie i nproven e t of p Dpert t kr oun to be r turn d 1 r t
hi hussy purposes ,

Iit ni oty c t es approi ai rtports p e purred by State or f

	

appraisers for use in ri= ht-e f- , Not deter.
klay acquis itions wore t tie -r i ieomplAe or tit i tcou i e to support apprat - l :, lu - i

	

milled .
lion-oil ihigh s Allirnt with propst ornr Vertf

	

c-1,mlth-~Bureau hadnct j
t k'aeli etir action to iurcettlicede

	

n i ."_ in response to our proposal th m
the Fed oras Ili_yn ;:'ay Admini s trator cer r e r : uspcmhng further Federal pmirti •i -

-

	

pat ion ill right-of-n1.%. costs 1 r iditic eta -ctiun tiC his situation, th.- 'Its au steed j

	

-
that such fiction uou! 1 not b e err n t ,t}but ii t r s i mws of appr is l had bee n
mt i if il tnil ap it-pre tt ; eta o i . had h c r akin to preclude ex ees is . Federal
payments .

The Bureau coneurri d ui file r . <ad of e rmin contracts for constructionof Federal-

	

Do .
-

	

aid hi-,hu i

	

before all the nee

	

= ry ri it d want had been required, tlwr-rh %y leis ~

p I .Irg e t i tru_tion ill sonic t e i . Dtf iys ill acquiring property also c of uicrem p
llw cost of the reiatr t project ;_ In rtspon-o to our proposal, tic, Bureau advised its l
t l at the lee L ion ellur '=r woul 1 b iwtru : t •d to It uu his authorization - to wtv er
t - - you tru-tioir contra c•ts to tho e e£i - , where contract prosecution Will not lie j
rlfoised by tiic non ttailalorit • of ri--hi . o f-way .

Unnecessary costs resultin g from velure to acquire rights-of-why for an interstate high-
way in the State of Utah before properties were improved, ti 1156S;, Apr . 27, 1965

Unnecessary volts were incurredi in ccauiectioii with the zirquisition of rights of way
110edcd f r all interstate liighwtig hacau e certain parcel- were not aequired hcfore.
b,cproetrnc . its Were evinslruct d tbc-rirotiUnilcr e vcf-iug Bureau policy, there was

-

	

ht-tie ntoiia,,tion for fire Stater r .tki, effoetivr and timely iction to acquire the, ~
-

	

tuteisat r ,rsaresult .tlit , St i_conllwilFit .dtleLutdowner:ouzonly forthevalro~
of t-be pan 1, but also fir tile i lei of tilt new i•np oticm,°uts . In ruapon=c to our 1

r u t name r lit,nn, tilt, Bureau tdu--I in that it a

	

consid rri the f rbilit-y of 1
c - q ut~r a [ '-cific policy st ltvr r t to help pr ,via imilar prowl-uu in the future .

_

	

Deficiencies in t•

	

• 1

	

` ' construction of Federal-ai d
highway pro}e

	

ov, ih 1`♦ -t

	

i
T !w Bureau

	

istrue on a rich w mt know u Not dei r -
t i h ., clef ctive ht alt it it did not. conform with approi ud pl rn

	

n,i spectli _lion

	

reined .
T ht 'Pe toll to p=nrsicipate wa” made ty too form-r I cderal Hi ghway 1 I nin tru-
tcr noi;rrith;tuudhi~ findhrzs of the Bu-;al's Washilluton anci field olhc : s, wbioh t
had ;no used to evil-lihoid Fe t ran liar a-ipation . Tilt, Rederal share of thol cos t
if the defective c-on tru icin unnunled to ru -out X "i Uk.

State r iltil dons required rejection of bills - bsins, ire-Setae' for reasoirs which, in

	

Do.

	

-
certain instane?s, Bp•xarrd to lreof a relate ely' Timm, clorieli n turea and notrenson-
itI& in the circuur tamers . Ile resnuuse to our p'opo?nl, the I . ate au _stated that it .
wmIld c-ontir.ue to encont n°c tier State to weeire minor ill, hm r itr s io bid propossts
or pr,qualiiication i qeit~mc q w1wi • °evil -ctia .i is in the puhlie- intense .

I5 t it mesr- s were disc to 'd in : [ of <r tstr ecti of iusu eti i an ,l t -tint; t r i tices and
proe Men g e tutended to pro 7 l - mss rancL that a eontr e_m' i 01111h•iu ., filly' wit' i

_

	

rontraetmrl regnii itents .

	

tic-ally noted wero me7lec[ t, miollr-ls over rile i
plop arii(ir r,, te-stilig, and delis e -v of biro n,nau and

	

..i :gut `m- :,-t-c ari=l approi :ri =
iI mairv-ui used ui bridg,• eo--st:uetion withau+ .a iicio n.t

	

e 1-thoralor y
t s ti!te . The llutt iii a,l% iisot t s that colt r tIi :u• is lie l b

	

t . .k sn ; +

	

e • er, ivy
atatat then the Conditions tv ohs ry .. ei pointed to i pt"' . ) 't. it , ore p' t atea_r I, - '

u

	

anti ;vnivalion' by Btu aue .r,il er , tof Hit- .le In,irS tin d 3 :r-ti,e ,

	

if I i i, %
,'tvt;"-c pr .,ctirrs in q lr .-rvi= r

	

i "pt'oiu~, and

	

i

	

1 : I . i, ea 1

t ir :ioo .



REPORTS INDICATING Acr1IAL OR POTENTIAL COSTS, EXPENDITURES, OR LOSSE S
WHICH IN OUR OPINION WERE UNNECESSARY OIt REDUCIBLE—Continue d

Civil Deptutilient, and Agencies
-

Estimate d
- j amoun t

-

	

-

	

-

	

-

	

f)SPARTME~TOF' Costy.ERC€ — Colitinlie d

-

	

- lipRE .U! OF PUBLIC ROADS—continued
i

-

	

-

	

Failure to reituire adherence to specifications for materials used in forest highway projects I
in certain Western States tinder the direct federal highway construction program ,
iT-118653, Nov. 17, 1964

	

i
Although its policg provides that construction work and niatt r i als by in full conform-

	

Not deter-
ity with the approved plans and slxclheations, th - Bureau ill pr ictic

	

did not ru- mined.
quire such adherence to the s1weiheatlons

	

In view- of ilk aivelse, i th cts of suc h
practices we recommended that the Bureau liitabiish a polit,v, applicable to all 1 1
rrct Federal highway (,instruction projects, requiring full tompliantx, with th e
applielibto contract specifications and prohibiting with certam stated ecceptions, ac- I
ol~ptance at the project level of construction inaterial that deviate fro

	

appropriate i
predetermined linuts .

	

The Bureau advised its to tit it (lid not intend to adopt our i
rownuuendation but stated that it, field controls and sampling and testing proce -

-

	

dur s had been strengthened .
-

	

-

	

-

	

Follow-up examination of reviews of right-of-way claims in the State of West Virginia i
Federal-aid highway program, 13-118653, Apr . G, 1965

The Bureau did not take prompt and utlt etn, action subsequ'nt to our prier exanll- I Do .
-

	

nations to improve the Capability of its nudit and review p] arcs, aml provodun-s 1
-

	

in West Virginia to prct-ludo

	

Federal participation in eusts n lating to r

	

ht of-vv ay -
e'aiins v such wcr

	

not adutua el - sulipmted,

	

7 ht lluri_nt Idt 1 td th a ;t has no ;v ~
taken ado quato td ni.n_tr=tivo anion to precltt el i X0eSSllxP Federal t e1 moats fo r
prior n[qutsitiorn and that

	

he

	

tat,

	

Road Co a u-sioll had

	

pda

	

1 it, en ir:e it
_

	

organization cold of _ration, to the ext

	

tt that current right o

	

r y ace tui~iiions „ill I
-

	

-

	

generally

	

conform with Burt~au req!iim_iiienks -
I

AREA ii€DEVELOPMENT ADMI\ STI ATIO'/, AREA REDEVELOPMENT ACT PRO .':VA M

-

	

loadequato anal y sis of employment oppor to at ties to be provided by a federally a35isted I
-

	

project, B 1i.3fi9-1- e

	

18k 1964

	

I
RA a3 } tee t ._-;1 a °

	

1,00-7 10311 without

	

loquat^Iv anall Zliig, C 'tain n l let - 1 infornla- 1 1? . ;,
tioil y: Binh ;touid liavk, tho1.t : t11at Ow horn,—Is E Cln a[e of

	

CtC r•[; ; i! :01 ui ll t
opportun f

	

s

	

wli

	

t_ro-_ - 1

	

1

	

rst it,di

	

in

	

i't-vordano,

	

lib

	

our

	

pro1 o5M

	

_ l

	

1

	

-i

--

	

-

	

Isued tnati ictioo

	

rujairL•

	

xe thorough i,xa- anatt-ion,i o r tzorroilnrs

	

.,tjmntus i
o

	

Itotentilit etnploy .neitt 01-1 '-.ri milfr ._
Ineffective actions taken in approving and administering it loan to Vineland and with ; .

Jersey Cooperative Egg Auction S Poultry Association, Inc ., B-153419, Dec 30, 1964
-

	

-

	

-

	

N,ithtrARA nor the ; ._tali Fin

	

:esr

	

itlilu!i

	

_, . :finned
'

	

ill to the numL*'r et on ; plov 1to111 opilot 1 . i

	

Ides "YIIiirli could 1%-1 oIol1)1

	

h-

	

osl,reir ;l
to result front thi, project,

	

in additlo ._, X13 :1 i uproimrlj

	

! 'bnr ;i,d

	

bout

	

I4 .(hYl
-

	

-

	

of hen o

	

moan funds<,nd fns cd to n pure the iorroy.el to tl roil to Cbe Illaxinol : a
-

	

c<Gftit I{ -role nut- 1`_i .afl

	

i `o from 1 ii%atr sol ncos .

	

In =

	

oidaurw with our pro_ i
,-

	

,o,aks

	

1

	

t .I.i t 1st, ., t

	

.wit .--iuuu

	

ou~l, ;• .aaun aiou~of twrrolvor : '
-

	

t+ri r. I

	

I oe It

	

it emp :0 .--rent op i,rt.,n :tm

	

but stated that it would not b, ill
-

	

the. 1,
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REPORTS INDICATING ACTUAL OR POTENTIAL COSTS, EXPENDITURES, OR LOSSE S
WHICH IN OUR OPINION WERE UNNECESSARY Olt REDUCIBLE'—Continue d

Civil Departments and Aftencies

	

Estimate d
antoin t,

DEPARTMENT OF CoHHt:scE—Contlnaed

:

		

AREA REDEVELOPlIEST AD MINISTRATION, AREA RE DEYE LOP3t EST ACT GROGRAM--contillihi+r l

Deficient -financialatialysis which resulted in approval of urrneeded grant, B-154338, Jan .
25, 19665

Y grout of $118,000 to finance the cost of public facilities to serve all industrial plan twits II
pproved in spite of theavallahilit .. of financial information which showed that-

tho project could have been undertaken without a grant, To a s s3 t ill preventing
the recurrence of similar situations, we recommended that this e ~e be brought- t o
the iultnediate attention of the individuals responsible for evaluating the finitneia l
condition of applicants requesting grant assistance. Both ARA and the Coal-
iunnity Facilities Administration, housing and Home Finance Agency, which had
reviewed the grant application, concurred in our proposal .

Unnecessary grant approved to assist in financing the development of the Keyston e
Industrial Park of the Scranton Lackawanna Industrial -Building Co ., I1-153449, ;afar :
31, 19G a

-

	

- -

	

A grant to assist Ili financing the development of an industrial park was approved
w thouthaviug it sufficiently supported basis for detertninin2 .that the. grantee wa s

- - flat capable of-finareiag the project without a grant- in determining whether i t
loan rather than it grant should have been made, ARA and another Ve&Ml agency ,
which reviewed the afiplicatrits, ecchuled from e_onsideration certain significan t
fllancial resourues availaliie h im the krantea`s operations, A RA did not agre e
with our c 1 elusion, but, in response to our recommendation that its policy- b e
claeifed,-state,I that while it had no appropriated funds or antborfrntir,l . wimanln r
for ex t oll d!rig rant r st3MV, it wCliid COIlMder 01IFIWo111111011detion illwlmirnster -
on, fntur, e grant program ; atthetiac'd ley tha t'unrtcss .

Federal participation in unnecessary project costa resulting front failure to propert y
recognize effect of interccrporate ownership, 11-15 :5449, Apr . 30, 1965

- - f load if 4i ta, U"fd wit, approt e,l and aiisbur_ d althm k r j57J,000 of the ?.700.000 total
project. rev Cwas io he paid by the horrower to it, parent corporation for In cmf t .in g
paint, which uaS nsnea and boing ols ,naed by this parent corporation . Ma6in g
[tit- ;50J,00u av :ailal!!e did not move- to cr at n .a-emuu7yuactu opporttnu ICS_ l3,\
:red remedi 1 hl,tia ,ions intended to prevent rectillence o f _IR>iiar itnatfou ,

We reeorllrneflded, hoverer, that ividitiou
'
if actions be ifaken by A IGf ,

imprudent action taken in approving loans to assist the Roustabout Co ., Frackville, Pa . ,
E~-153149, Nov: 24, 196 4

t RA acted hnprattcutIv ill app o - II , la: n totalhil ,912.000 to the Roustabout C o
when it dian tarred the b .l . rt tnnrac dal-irnr thni [lip loan- I,deelin d arc wse
of adverse credit c<,n>iiierations . iSttA has e,mnatcd that the. Government -.vil l
sustain it Io s of=ibo tt 30,001 q i this project . AR-f agreed s th our recommenda-
timrthat i t act in rceerdaice N%ith -'BA rpu mitcndatioua .,henevcr : BA lit, ,
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Lack of a,tnplirnce with statutory requirement for local financial participation in are a
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redevefoprnent projects, B-152,.132, Slay G, 1965
ifill o_berofproject 3fo Iv IteiltillorllartofIlie,r?7tun iStatoorcommunity'linaucini t

was Supplied b
}

, the hen over or its prtn ip ti p v,ere approved tic- _I, RA although fli t,
_fret, Redevel<tpment Act required that fell, ,, ally - listed inihistrial or colulncrctal
projects lie parti,dlt finoneed by it Stcat, or lo .ti government or an area or commu -
raity orgimization . Ili our opinion, these financing arrangements, although cotr-
siAeiif vv ith the AR_" policy then fn eile ,, t, were :lot - co,uAstent with the objective s
uwlt to to served sly t he applicable stthttory provis ion, still their approval was ,
therefore, improper, In ri=sponsti to our proposal that its Pot k he revised, AR A
adopted tut inicrim liolicv suhtiutntfill m accord vuut With our proposal, and ad-
eised I11kft- it would consider fortind rc-cision of its policy .

Unauthorized assistance. to seemingly nondetimssed areas under the Public Works Ac-
celeration Act and the Area Redevelopment Act, 13--15;3449, Aug_ 24 . 1°6 1

Through j ioln 1, 196-1, ahaut. $7.4 ntiM nr ]tad hcen approved for :assistance to project s
_ in seemingly nond p - sod Areas on -thc h ;i .s that ore e:rea in each State conit} h e

designated }I redevi top me-nt area . It was our opinion that designation on thus basi s
was not tuthoriae l I-v- the Are : , Redevelopment, Act, In response to our recmn-
nendt=tlou that t1 c' tc viatiou5 conacrmng design dos- of such .re<t u- rev4?ell ,
ARA adv lagl f!s t l i ft iI hdicv .r t-C a`es s uuftter arhich the t mI ress ,1~1_ul i hav e
-,I, uppoMmiti` to c r cider aril ciari!v, but that it would not aliprov
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WHICHYIN` OUR OPINION WERE IaNECESSART Olt REDUCIBLE—Continued
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REPORTS INDICATING ACTUAL OR POTENTIAL COSTS, EXPENDITURES, OR LOSSE S
WHICH IN OUR OPINION WERE UNNECESSARY OR REDUCIBLE—Continue d

Civil Departments and Agencies

		

i

Estimated
amoun t

DMILTMENT op LeBo&—Continued

Failure to adequately consider the financial advantages . of purchasing over leasing auto-
matic data processing systems used by the Bureau of Labor Statistics,, I3--133182, May 24,
196 5

Since 1958, when the first automatic data processing equipment was instailed in th e
Bureau of Labor Statistics, the Bureap has consistently leased the equipment and 1 Not deter •

	

has not given adequate consideration to the financial advantage of purchasing .

	

mined .
The Bureau decided against purchasing `

	

`ud -
cal obsolescence and anticipated proble

	

Jtir
computations show that the savings ay .

	

.furs
installed and in operation in 1964 would for
thefirst 5 years of ownership, the amount depending oil how hutch use is made of I
the machines . Additional amounts of about S472,W0 to 677,000 would be save d
for each year that the machines were continued fn use after the 5-year period .
After we questioned this matter, the Department advised a generally that. i t
would make a careful lease-versus-purchase analysis of its computer egmpnten t
and would initiate an examination into its long-range needs .

VhTER_k 1,'s AD MINISTRATIO N

Significantly increased costs without commensurate benefits resulting from an inade -
quately planned and administered program of installing data processing equipment in ahospitals ,B-133044, Aug. 18, 1 196 4

Our review at sel ct,~d field Stations disclosed that the planning and adridnistrit-ion of j $J49,tb l

	

the VA program of installing data processing equipment in hospital,, was seriously

	

annually .

	

-
deficient and that operating costs inereased about `1 mil l i on a year withou

t benefit.-,. In response `o our proposal that cmrohdated install lion be a
established, where justified, the VA b,gan such a pro_riu, which, accordin g to th e
VA. would result. Ili annual sa :fngs of over 59(0,060 when fully impleriir•tifcd . W e

- e tmi•ated that savings of about $418,Qt16 annually= would be re=alized on f it bs-is o f
ch arges ufade to June 30, 19M .

-

		

eons excessive dental services to hospital patients at general
196 5
that, ha e 1 on determinations by the piofesicnal staff it 1 $M5,066

VA hospitals, the VA inpaticnt djitul progra;n provided de.ntalser, ices i ,tit a Bied i aBnnail y,
-

		

fo ga hayon i th- lunitauon of re:ionablcan 3 nc eessnry care . On tile ba-is of tie: re. -
suits ofour elective review, are e tihated tit - i the VA incurred unneti -sari costa o f
about ~2D5,(M10 fu i year at the. hospitals n-e visited and that it *.nay be iucurriu

g necessary costs of as much as $1.3 million a year nat-io aw ide fn providing such sere- i
ices . The V _k did not agree that the services should lie hnilted tinder t lie conditions I
ixCreferred to but cfi-1 recognize that a vaniatnm m-pracicc- - it>-ste-1 at th e
hospitals . 4t, rordiugly , it-prepsred guidciints to clarify n hat-consUmtes reasonabl e
and proper dental care and to achleve uniform practices ill respect thereof .

Savings to be realized byencourngingprivnte physicians topermit Veterans Administratio n
pharmacies to fill prescriptions with lessexpensivegenericaliyeguii'•alent drugs, 11-133044 ,
Feb . 24, 196 5

We found that at four of tine six VA outpatient clinics visited annual costs of about IM3,oco.
V2,000 inot were incur -•d by filling private physicians ' prescriptions with the
b mlirame drugs prescribed that would have been incurred if less expensiv e
g - neri ally equivalent drugs had been dispensed . 4 smailar situation ma

y
° hai r

existedat o her of the V l's 67 chase

	

Vs i result. of proposals we made to reduce
-

		

ec-t_,tue VA distributed toprivrt-.physician -a,-L,;eription foriabywhieh they can t
- authorize clinic pharmacies to dispense generically equivalent drugs it brand nam e

drugs are prescribed .
Inadequate management action to review and adjust compen,sittion benefits to Veteran s

when standards' • ~ ..'

	

, . .

	

T

	

tug. 27, 1964
PursuanttoV;

	

thetimethatstand .
1

Not dcii•r-
ards for eve

	

revised envy adjusted '

	

rallied .
to onfot5ii with tilt? ne i standardsunl t i t eases cant- routinely 1- fore a ratin g
board foranotherpurpose, lsare u - veurnn . wiehcaa =ar,ahl en ace-cttmecte 't
disci ilitfez were being paid ,1iIT rinI Snoun is of loot f - q station benefits . AYe rsti-
runtedthat, if theresultsofourrtrview :a?.?oldiesvicercrepre~i.ataticeofconciitimtt at
the ottier 65reclonal ofhe- contpensntion benefits ranelnc from $fi3 million to °]ti2
million avauki be paid bythe- V :L iu esecss of the atuoµmt flint w-auld bc= Peed ender j
tilt, revised standards for the 2 typos of disahihi ie.:s width we reviewed . `f he \' :\ too k
the position that no review • sltaull be made for the p rpa o u adjusting dsabill v
ritincs to conforin to the revised standards until at, stu

	

it a+as making w , -_, n -
_ -

	

pleted . Iloweier, since ex -c si=e. li tyment _ if millions of ]olhirs a iuid lie is

	

_ in 1
-

	

the interim, we. recommended that all apps t ible aava is lie revs-=wad 3ud r to igs
be adjusted to conform to revised standards,

	

j
Inadequate management action results in excessive payments oicompen_seffon benefits ,

Veterans -Benefits Office, Washington, D .C ., 13-114859 . Dec . 23, 1964

	

j

	

On the basis of a projection ace inade as the residt of alunited rex io%v . ii .appeared that

	

Do .
nc av-erpaymentsofutxut"2 .7millionsouldbemadefardisabilityb~uefit l tauso ~
the Veterans Ilenefits trifle-', did not adhere to c- tahii hcd rating tundard or give 1
a pi ,t co lsideratiou 10 the c t jut i e roe tics fit

	

s if the phv .
ei n w ho

personally examined `he veteran . t he VA dal not agree with our is"',line, and ~
cnvequentlydidnotaffootoinakeanor-lierreif<iwoftic usses ltther aofthe t'

	

-

	

year we were continuing nt examination into the extent of aahcreuce t_ rating
sfaindardsby other Yd regional officer .

2 6_
i



REPOR'T'S INDICATING ACTUAL OR POTENTIAL COSTS, EXPENDITURES, OR LOSSE S
WHICiI IN OUR OPINION WERE UNIECESSARY Olt REDUCIBLE—Continue d

Civil Departnients and Agencies

	

( Estimated

	

j

	

amoun t

VETFRANS AritIINISTR .STtr?S (.'ontinued

Inadequate management action to collect debts resulting: from default of housing loans
madein Florid„ under the loan guaranty program 11-1186130, Dec . 22, 1913 9

Principally beeusse of failure to follow procedure, prescribed by the Washington 1 Not flitter -
central office, the S t . Peter burg, Fla ., VA regional ioffice did not effectively dis- ~ mined ,
charge its responsibility to attempt collection of about $ million owed to the O rv-
crnunent as a re-ult of defaults on housing loans ms<]e In Florida under the loam ,
gir:u auto ptnet- .. m In response to our propo it that the VA take neces ai } rues -
tires to determine. whether t nl al office instructions were being carried out effee -
-tivel b- the regional office we were informed that retewed enlphi i had hee n
given to debt udleetiofl pl od h-r S a nd that central olliee s pe , isoi v personnel an d
miditors would give this area sp"kd attention- -

Improper issuance of service-disabled veterans- life insurance, B-114859, Oct . 22, 1964

	

toile t correcteflefirestthl-hedhv°the `A,_etvic

	

vetenins life insurance

	

Do .
hash uu . ireltomanyvetir ns who met Soul

	

who ill

	

re
n l ,wch n tit a .! ciuiblet act vcSt fi n urn

	

neo n~ i i 1 .t Ice 1t tl (lu f t it rev 1c w pc 1
u(s h tt i 1e t 1c tt ,dui totaling about by million were m fore The G l In-
fr n,eli i i tit rt x va s of tIl i, c f iulon that the p10-R a ri was t Ut i,' c mldm u l le Tl .
flo erti r u

	

I ere ll as it w i rol of inton chat the przl .t m was not bunk i-i nunis -
fete i ni v r rd a with the

	

vv - ref faun n 1- .d that tin VA revise its eli-ihilit y
regilier 1is n tell futir t .alanc

	

tfet iisintl .aucwould liemadvuil}it -end -
aa e Mill the tsor"in ;_' :1114 iutert- of the Lnr .

Prc—sine Federal contributions to veterans' life insurance trust funds because of in-
adzquate admitilstrati It of •tr hazard provisions of law . B-11 IS59, Oct 29, 194 I

We e tin 111 i t ii t h F,ii l , d t ove tun n, ul- th Wort than $100 ern l in n t :et ive

	

s3 ot11,000 bid s

	

t:emtoif lit oi-ro tit ba n tr .nee taut fund t t .w•t~ the VA had t -ib'i :htd tut

	

'00000an -

	

.e•.I mal .csii ! i aforde . .-ninine vh-lhoideith_- urdi_bililicswl edueit:extra)

	

IIIIaH an d
hs„~i IL _ nil eat, :

	

ar;,i h r iu

	

;omt' + ;t tcrntina[io .l~ wen i .,t nis<le in tie

	

an ulidt -
i r l

	

e - t

	

tt, \ l _ t o

	

luuunei-

	

,1 1 r 1 n 1te vi - ti- e nnilto,etnn '

	

icrmint•d
ef t

	

t r e

	

v

	

_ ftorwe hot pro}

	

7 f.h .lt the \',% reel r rise itin•i,

	

atnomnt •
hc~ i t nc_ !ti

	

u'

	

s,t~e-; in PL „t,iruc for,• To cst ild' cost ; n , v i "? of e Iii'- . ~

	

C .v

	

u .-eerM ;r i,,N( _I Hot Fed - nit I3ov-erunan5's contributions b y

	

+ g ilt

	

i- i 11 :1 .1 , -

	

h .t1 .1 I1 _Too, :io

	

on f 1

	

. ., it to rev-n•v,ed or a, the r -.stil t
-

	

Ierices e

	

ut,or

	

e°. es .

	

1-into s:t,inp oil

	

case, ;ire e~liun:i :ed al
, .h, lt

	

Is,Un-_-i

	

„jr .

	

1 - 11,v 1! .J- txi i -ell Ili, .ictuut, howceel, oa our I -cant- !
trc, t i .l . ., . it-t t . -vi o tc ext ule-d Ili ewer extraha :aid determireiti_ .r o n
o'l f tt

	

-

	

.rules
Need fsr eft- tn : mane t.zlcnt action to achieve substantiai savings by furnishin g

alrifernrs in lieu of paving atsll alfeew;inces to employees, 11-1 GSt;10, Sept. 21. 198-1

	

j

	

?tie .

	

H l

	

Y ,

	

I hat ~ , r .

	

t i d Ili, I

	

i - d i it Ili VA - ere I li i

	

re ,overi_ I •I41 009
., ,osi . urn_. .'m.j(, .ILtiucotle, a

	

,ui„e,d ipayine

	

.hlitiaily.
th”

	

I L ;yaii it - .ul

	

%fiz , [hi 111 :0M w c i -ei r!ht to its artelTtioll ,

	

u \ \ t - ,_

	

A i i

	

11, a I I1w i tc

	

fl .i inuilts which the VA l si t
a

	

I

	

t 1{= 1 i ill av

	

ha i

	

I 1 ' 000 i YOM' .
Potential tievingti by eon _olidatni„ a gitloaal ir-r innnef offices of field stations, B II 860 ,

Jail . 21 . I13t;H

	

~

	

Our ; t _-I: nalrw) mii .•aw 1 th at .Inn t_ ., d . ins> of ahour 100,000 co] :M he realued at

	

10S,00 d

	

- 1!? i

	

if 1

	

,ae.i or

	

i ..,

	

i r< zi , .i nth t ; and h

	

oak io, uod in The ,tree ,

	

:* .l° .
'1!.S

	

[

	

,

	

11 } .1 l l w e

	

!

	

S o li .

	

We i

	

of t out thm the 1 "ill huo l
-ittl,-..a

	

sea .:,uh1nt .r~i ld :iiiLt' ~ewnrrelh-V .l ha l-iln'ati}°rttectc l
con .i ! 1

	

L) , .

	

-tt, i - T h in 3l .le e

	

, i } e

	

; aZad . The FA did not agree ,
4_ru

	

,1 .r r-)n of ~f;itt'd1 i-__our-.aa 1 .1>>aatu-~ . rit'nttfic'4tn ouncislrt.
I)eliciencits i q cnnfract admiiiistr lion resulting in ndditimial costs for exterior concrete- ,

constructional the Itret sill Olno Fie pi Sal, t3 1 3101 ` Feb 26 1965
I3ei:7 i e 111 - .0 4 ton: . -- vuvu by VA )tar ontr-1 -. f t o fi i i inr corrinu l l v '1f ~ ,9 3
ill,VA h—pi .a_ .o i,eect._%ille, ( 11to, .vl-iilio .tal cotitsot .? dui . ±JJ10owe,•ui_,i„ell
hr h i -v ,u

	

o tar

	

tt nu

	

' c1?ie Itt

	

1-1

	

. 4 . ~d4

	

-cv u~
.)nil I ,: r',i . .ior cower tt. .tnwtnlcn ul . Attar NN" l n ..l .t ill ;: . roadie t 1 A' s
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_:~i . n ued to cost 3truut , I ,,Gld, w [hoot ally charge to the Cfov.q'inieut .

L'on .~ce.EV;ir}• compensation to `<S:ish 'ington . D .C ., area banlis for cashing ( ;overnmcn t
chei~tis, if-)V,776, filar . 111 . 196 5

	

Vt'e i oinied oul 1110 thi virtu nst n s utul-r v hi g h it . I ctksury itcpartm ril
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W - d4 i 1. '. itlt t r r

	

u1,i c

	

tine

	

le Tfez . a

	

Ileltn t our it '
utO mini the

	

ra,

	

m

	

a r c i

	

'

	

1 III i - t ?+1 lki , .

	

Al e l u} c,t a-ere f i
to 1 armtnl?it%in s tifahcut ? 7r, t

	

oll di ultifto-plc .ainvvcr-_,a :oiu

	

l_d .
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REPORTS INDICATI .NG ACTUAL Ott PO'T E.NTIAI, COS'T'S, EXPENDITURES, OR LOSSES
C4' IIIGII_IN OUR OPINIO`+ WERE UNNrCE5SARY OIt-REDUCIBLE—Contiuucd

	

Civil Depairtra fats and Agencies

	

Estimate d
antomfl t

TaFA9rter DI-PART ENT Continued
not refunded tivithin 45 days. thereof regard] ass of whether i itension of tinge for filin g
ere granted or whether taxpayers delay filing returns until after the expiration of t tae I

	

45-d ay period In v,ew of-the inere a ed ?lumber of extensions grantee, the late I

	

-

	

-
filings, and the substantial interest cast incurred by the Government on refunds ,

	

we recommended that the Congress consider amending Section 13611(e) of ill--, 195!

	

-

	

-
Internal Re-}venue Code to reduce the period for n-hieh the Service may ottler :mise b e

overpayments of income taxes in cewes where extension s
filed late .

1

	

!pla"nierit . of high-endurance vessels, Eastern Aren ,
U .S

W
. Coast Guard, . B-114852 Jan . 29,-.19,15

	

~

	

-

?dch°ag e
-

	

-

	

, based ova j

	

-

	

.

	

-
leet of 2 3
els and 4 !

	

_

	

:n? of th e
Coas t Guard stated that the Coast Guard believed that is v e ssel repla••ement plan 1
represented an acceptable balance between economic considerations and operating 1
requirements . . Hoim2ver, in view of the substantial Savings that can be acthieved, j
we recommended that tile, Commandant eon id r redt.cing proposed acqui ations I

-

	

to conform more closely to need is mdi-ated by vessel utiliaatiori (data and current- I
0perttint,standards-

	

Net deter .

	

Also, iii our opinion, the need for rebab ;lit;ating anri rnodernixing six Ill ' h-enduraro•e

	

mined

	

-
- - vetsc. atiacost ofaboin I5,600,009b°ouldpossiblybec]~mivateQb}•aclohtionofiF:c

:oregoing proposal . Acoordingly, we reconnnended that the Cot in ndant re-
con ides the need for spcndmg the -7 5,600,000.

Unnecessary, costs resulting front the failure to obtain competition for lilt procuremen t
of power ut it clanips, 11-114551, Afar . 2u . I96 5

'Pilo Coast Guard had incurred uiinece<<ary cost .. cif ahout 4'15,000 by failing to t -le $145,000 .
- 'ava,lablc technical data to O_aaiai eollipetition front pa .tctitial MillLi il,oners ill Ill(-

curing certain po•,ver unit- Clamps . In response to inir propus31 tl-;at poker unit I
clamps he procured competitively, the Cast Guard nifonned us that procurenv~nt_ i
regulations were boing amended to stress competitive procurement prove lures i
and that tile coast Guard ha il invited conilmitive Inds na' had ri(uyc,i it 1w , i
bid of 517 .15 t unit for additional alinips tuna tell to the ~stisu ? imi? ? li t

-

	

-

	

hvcn paling- We estiui t e d that the toast 1 u rn -,•ill savo aboait ~400,G10 it -s 1

	

anticipated requirements for _additional pnOcr unit lamps are r:ct at the lr .,vcr

	

-
price .

Paymentsto Coast

	

active duty tralnhiL for unnocessary

	

f

	

-

-bays of travel, .13-1148 ;1, July 1 :3, 190 4

	

-

	

Coest Guard raserce otliccrs %i ho i{"ere anthurize,l to travel to and from ti ;t i utv

	

>23,000 an -
trinn t assignments >em.rili . tri: 1_d by l iatety e41d anti . n of 1 for th . r

	

maally .
own convenience mid reicivci nd!ti i { a for 1113 to l dlys trJyCit lietly

	

Hof I
that whi ch mvouhl have been requite,1 n Canna en earru

	

In rrsi ca r, to our tarn I
-

	

pa i l l , the C oa t -Guard Comptroller Manuitl vc t remised to require that coati xciaal ~

-

	

-

	

,Sir travel time lie. used as the basis for computing the travel t am" . This action f
Shiiuld result in savings of at least X23,000 annually .

	

-

POST 0HICK DEPARTMENT

Award or procuretncat contracts by format advertising procedures ivititout obtaining
Ieflective competition, B-114574, Nov . q , 1964

Ina number of e ses, the Pot 011ico Department awarded c.nitraci s for postal supplies $b, 2 t%, 0M .
and equipment particularly harped etvelope c_, to sale hidders .ritbout ol—filin g
effective eouipe?-ition . After ice cilled the- DOportment 's attention to the luck of +.
effective competition in procuring ::upped e iyelopcs, the Department used cam-
pedlive negotiation procedures in awarding the next contract . The Dcparfi lent-

- estimated that, the cost for the 4-year period st - artinij Jan . 1, 1965, will be-about - .1.25
mil l i on lip than bit, previous cuntraetor ' s pricU ,._ We rccoriianemled, however . tha t
rite<, its at U . pr ct b re- not lie used for forthe pr .liven at of st: n,ped euvcini_cs
until it liars-bu alealrl dotetiuine 1 that lIcc ive Competition c .0 li i . tae- obt UU i

- by itst i f form al advertising procedu . Toe ire oltanhig the lr i estprice av ail-
olale, ire recomigended that in addition to soli fling prices for totzil acquirements of 1
st :nitped envelopes, using aneuahos Cd stamp alternate prices be solicited Oil ,a par-
tial-requireure t basis and for other types of prniting. With respect to certain sup- !
pill • and cgaapnreut ., we recommended use of i . lotl ition procedures if adequat e
can' petition cannot be developed by forillid .tdy,rtlsin~„ _

Improjxr cost a0ociatioli pr .actic ` resulting in gelling staniped envelopes at suhst .antia t
loss- 11-10NIS9 ;_ Apr . IIll, 1965

	

j
'l , .e Post Oillce Department h,d adopted all improper cost tllo-atiou it . lice which l ,o 7,000 .

nsul(cei iu the Uepertnic a

	

.ellini stamped em elufic_ it it Snbstsutiat loss diu5nt j
the 4-N car period ended Julie 31) ; 1963 . the Department i -required by lain to sell ~
tmillied eavlAol is as to rh as po U?le at, east, but not to than cost 'Pile lit

p.artment h .ad imiproperh deducted vomputed cost, of about 81o .8 million . A =i, it ;
mail certain truanutstion error : wh i ell resulted in all t vc]statenaeilt of about y4 . 1
million in the cost alloeiilion . We c°timidud that, after taking, tlie :e amounts int o
'ousivrratioii, the east- of elling , .g aped end -lops` exceeded revenue s for the 4- _

-

	

year licricld b y S7 .5 million Is cEi upitred vaifh t1w tiepa a ent's rel rtcd loss of 11 .3

	

-
million . ill rt pnnse to our . proposid, the Postmaster t em-ral adi :s."d cis that the
I?ep :artiu3a at. iioiild diseolltiunc the pracl iceunent icned al ill flat its l oviei4• rev-lici

t { side-of snooped e ry •log)^•s, orreetiva action W . 1 1 he
'lit . ??, N55, the Department. aunemic-1 that el eclii•e

-

	

-

	

I st: - it sn?lstnrit!ill haer ' s e it" the price of stamped eui

	

a pes.

2€ 9

i



REPORTS INDICAATING ACTUAL OIt I'( lmV11A , COS'T'S, EXPENDITURES, OIt LOSSE S
WHICH IN OUR OPINION WERE IIa\i,ECESSARY Ott REL16CIf1LE—Continued

Civil Departments and Agencies Estimated
amoun t

-

	

POST OYriCE DEPARTMENT—Cottinued

Inadequate consideration of economies possible through consolidating operations an d
-

	

reorganizing service' areas, 11-111574, Dec . 9, 1964 .

	

-
Tbe Post Office Department did not give adequate consideration to economies possible $I,0M,C00

-

	

-

	

- - through comolidating postat operations and reorganizing postal service areas when annually ,
-

	

planning new or expanded postal facilities .

	

Our review in selected postal regions plus

	

nn -
indicated

	

thn„ sl .,, : iliort a year ill manpower and rental costs determine d
could ho f

	

Inasmuch as our examination covered amount .
oily 9 felt

	

ustall itiof s, Significant additional redue-
Lions appearto be possible

	

We recommended that, in connection with the plan -
niug for each new or extrinded facility, the Postmaster General emphasize the nee d
fora specific determination of the feasi bility of reorganizing service areas and coil- 1
solidating operations therein

Our review also showed the need for more effective In .iiigement action by the Pe- $112,000 an -
partimcnt to determine. whether certain post offices at watch postmaster vacancies 111 mlally . , talus
occurred should be disconf inued and tile- service provided by mole efficient means . undeter -
In our rc few in four postal regions, Ave noted that the 1)elartnbJtt had not taken mhae d
advantage of potential saving,- of about S112,00l) a year in such lases and wo esti- amount .

this nrea could be very significant ,
change in method of-obtaining spa'C fill([ utilitl L
119115

~-

	

-

	

Our review of all . ttancos pa-d to postmasters of certain folr -.h-clan, post rol'.ce'

	

in
"

'Stio,flooannu -
e v en po t al retuln for pro t-i 1 g sp h e and utilities show cd that lung e eitm ate r l ally .

at about ~s IOdltkl i 1 i

	

ll_

	

e

	

ui 1 be a Mov ed if file Dep art n

	

it we it , require. 1 t o
Ih's;Uh]IC

	

1

	

tt'elit ri s with tile 1 o t".Ila Itrs

	

is to the 1

	

L)li is (0 be paiii for thes e
item 'S .

	

nl-r t

	

law . pat

	

ai te- s of fo it a-ua

	

post offices who furnish the , e
-

	

-

	

i e .ns are pad 1

	

p

	

Bent of t 1 ar -- al u v

	

1'

	

Ln

	

ill tit ince (r el cartel

	

flvture<,

	

a d
e luipmutt

	

W

	

rec-- ume a lei i

	

b

	

C ii

	

e

	

that row t tern i r. be given t_ fi l e
-

	

e lli^rinUit of le i lauan re , .miLig tae P _tmast r General it) negotiate agrcen rl .t s
with

	

-stiweite ~ tit the Ia'ger Pmrth etas.; post oRit•e=, or to pre cril_e ? n v Miter j
nu,th rl e[ pawl tit for the-e rtenu :which world he more

	

e_norucat imd e ,uitahle i
than the Io -Vnil svo-tetn .

	

i
Um,sed mnii-Ito syytcm equipment at the Chicago post office, 11-118662, Feb . 26 . 196 5

r)nr rem

	

w nl clo c l th at .c ve

	

it Itirg

	

e

	

rr-l .t

	

t tile . i,l

	

it flo $rite

	

t e li 1 nl

	

ti t
ue,t:a r l at 211(• C

	

1ica

	

.r p

	

't l)let , bC(t -tu 10 "ill and I . '1

	

Costing al"mt s, s,lioU ,
,t i lre never list, I I

	

were li

	

l

	

1 elm l

	

f -

	

a f-

	

V

	

=i,i\

	

after iii

	

,ll .ti, L, .

	

It

	

r

	

sp , olsv te1

	

i
-

	

ampi

	

ln_ at wi t h n . acct- t

	

t i- eglm one .nt .au-I

	

nr prep

	

.11 that the Ia partmen t
-

	

determine

	

Se c

	

Ica

	

ill n' r

	

1 r t ad fl

	

l a{ .a c[ t is mlli e-.1 at

	

ith

	

i

	

- ai u ntil- ;
sties, tl e- I a,floadCt ((one r d v l , se

	

t_

	

hat 1 e. mimttec-

	

ad teen c

	

tablishe l C o
. .ii.y

	

all inail-fl 1 In

	

t

	

'lair - i

	

to dote mile th e

	

1.

	

eeise

	

as

	

-ur

	

ant i - v et,L of any

	

i
corl"t-ll e action

	

e o-de1 .
-

	

Excessive rental costs flipost.-

	

, :161itie3 at Washing ton, D .C ., and Ale]aadria, Ea . ,
R

	

I114 1l i, Jan . 19, l l o ,
I veu,zAve rentul efts were 1

	

t irrc-:1 t} the I)epartinent b call5c+ it di-f not mollym i $112,019 .
and evaluate tit

	

re sonab e tie it! of the rent paid for a

	

iihka<ed facility` at t-ni.11l j
Station lit ll;asl iiieton, D .C .

	

:killer

	

v o -t,i w- 1?Pl the I) :'partment of

	

his I

	

af ter the i
-

	

.uhle a,e

	

1' reo'.uent was P .nerle`I Utd t.ei i .lin e -.

	

e Si,

	

i -

	

1 •ere obtained from the i
O w'laet' of [}at. blltl-ilo_ t Sul Line, In :a sat ilo' of -al. - tit ?i 12,, 00.

'lend for revising costly procediu,Vs for remitting c .o.d . collections and other financial j
pro"dureh and prcetieeG 11-111874 . Aug 20 1964

On the lel -1 .- 6 l t,ur -ev ie".i n, pr tetiuyos for r, .mttiig to . <.1 . l'f,eetlJns to sbippers Al t] I ,woj_i00 annu -
be.•lieu. t fllaL ;av'iflg, of ahlut ?410 1),4J0 would l

	

u h iev e-1 -amntalfy if the 1 ; rger ` ally, plusun-
first-el :l•3 post oil cs i"lle-1

	

iocic ;Honey order fir Tn,iinry cheek daily or avvcOv ! doerrtlined
-

	

too ac-

	

., .ipper havine moltil& cm .d eo0ee-bola~ a .[

	

i ? „f r . .-

	

n ;g a sel .,t rate an ley amotant .
order te r ee.ah c. o .d . colleeri-m .

	

We lll~V l_

	

zl?re-smd our bet f that eddih-usl sa, in_s ~
cel . ;lllboi"hievcdifo.o .d .pa invyits

	

lec~ansolilaietatc•rtaiusn .il l t11i"t
After Ave brought oar clear- t,.1 its nit€nliom, the Uepartnicnt appointe.l it mi,l y

-

	

teani to lank into tills matter .

	

i
-

	

Potential Parings to tite Government if lionding of Federal employees is discoutinued ,
11-8101, Dec . 30, 196 4

W ., expressed the belief that _ . .,ng

	

t i n i obitit900-10 a yvn

	

- nnid be

	

oilieve=1 by tlie a .om .
t_loveralnent if tae mini~la tole rcgi i -crents for _raclity fording

	

if P.

	

loral t- .n- all}- .
pbtvf

	

v ro

	

emunned

	

V not

	

1

	

n 0 rf this

	

mount 'oul t he ach ievel I> v
the P ~i 011lc c far par ._taeut nu l all, it

	

.o00 by

	

other agencies .

	

Ida a prior rcl_c, t
o the C_ mgre-ss, w-e rccomnn nelVE! the cnactinot t tit logisl-qtr . It vvlaich w ~ nla repeal t

tile ni n l tt=ory re= h nrenolut

	

f
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e
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O
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1

	

1
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1-e

	

i nasal r for li'lelity la - -.

	

flow ever
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-
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e
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au
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-
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REPORTS INDICATING ACTUAL Olt POTENTIAL CCisls, `XPENDITURES, Olt LOSS E
WHICH IN OUR OPINION WERE UNNECESSARY OR ItBDGCtIBLE—Gontinuc d

Civil Departments and Agencies Pstlutsted
sutoilnt

-

	

PosT C)PPICF. DFP :tRTStt NT—Contintied

	

-

esten ;led period of time,

	

We c ttrt ated that the interest cost

	

to the G >vernnacn t
-

	

-

	

onthoetcc

	

Progress payment vv ere about c'

	

-- -
istrator at General Services amend the Feder
progress p a bateau, which are applicable t o
collection of interest on any exce ss progress payments for the period of the over -
payment .

	

We were informed by 05 .1 that it was considering such it change .

-

	

ATomic ENFRGY COMMISSIO N

-

	

Uneconomical security guard force operations at the National Reactor Testing Station ,
Idaho

	

11146924

	

Aug . 5

	

1967 4
Our review of security guard force operations tit tlie'\fitionat Reactor Testing Station `"160,000

showed that the operation of four separate security guard for-i

	

resulted to :m- annually .
necessary costs,

	

In rtspome to our recommendation that (lie guard forces li e
crosolidatel, AI+:C advised us of its decision to Consolidate certain of the guar d
forces and estimated that the resultant

	

avuus would be about Mfit) 000 auu-oally .
-

	

Uneconomical ciothing procurement practices, B-114878, 1,uf, 27, 196 4
_

	

dntr review siriwcd that the decentralized procurement of selc tt 1 t onstandardized I52,000
hem

	

of Protective clothin g and uniforms at certain AEU fa tt tr+ had resulted annuall y
fit runicce

	

r

	

a .ts of about x62,000

	

annually .

	

It w ass our ' cltet that greater plus nn -
saving, could t c

	

c'utuai by standardizing those and other item.., and h_ procuring determined_
t hem oil

	

a consolidated basis for all AEC . facilitR

	

Subsequent to our review, amount .
ACC disculions with the General `;mites Administration (GSA) resulted in th e
Conclusion that Qovcrnmeut, - vide consolidated procurement of certain itc•no ; o f

-

	

-

	

- .

	

dlathipg-an 1 c ,nip!

	

due for other fiovern

	

i aft tgeocies its well a

	

f lr AEC

	

appeare d_

	

_
-

	

ill lie

	

n area ivhmc lafoe : avhni,s could be rcalized .

	

Consequently, it iv as decided !
that tGAA

	

;:ould c tabli;h standards for selected it-,ans and provide a common
orate of supp'y .

-- CIVIL SF¢vli'E COMMISMO N

-

	

Loss of rave Ilse to Federal elmployoes' group life insurance fond resulting

	

role 'lie o f
-

	

-

	

itoproper premium rate for District of Columbia Government school teache ,-i,, B 125004 .
Rug

	

21, 196 1
_

	

The Fetter al e. nI loyves 1 rsup !i f(, insurance fund, since i' .

	

i I

	

pt ion in 1955, hall heel 3 ,O,01)n phis
deprived of h . rat and

	

premium red enue of about

	

50 Or 1 hceau e . of the l l.,0 of „ ill S15,00 0
-

	

u almoper pr :nlfuni rate authorized by the Civil -z ervr e Commission for District of annually .
Columbia Go,'einni nt school teachers

	

For 1 slot year 196-1 the underpaymen t
-

	

unouute l to about X15,000.

	

After vice brought this matter to t l w attention of the
t onimis ton

	

1 ertimutt regulations --ere amended to provide for ii nlilmbhie fron t
It rues of the Schoen Ic u .he-rs at the appropriate rate applicable to other em ployov s

fit

	

mnilar a ate uric
Ewcallive, cost-of-living allowances paid to Federal employeea in Puerto Rico and the 1

Virgin Islandc, i1-11435

	

pr. 12, 1 116 5
The post-pone ntent by the Civ i l

	

'ervice Commission of a reduction in cost-of-living it Not ester -

-

	

al ovoid 4 w ultVill

	

Federal employees tit Puerto Hico and file A ir ;fn Islands 11-as ntincd .

-

	

resulting,

	

tit

	

Feder l acencies making evd--ssko payments

	

it the rate- of ahou t
s2 million a ye;ir .

	

It Nvas our opinion that the reasons for ti •- postponement di d
-

	

rat warrant . further delay- in reducing the allon-am•e=,

	

Consequently, we re;au- 1
n ended that the t onuui-sion filong

	

e e r y in making the, reduction

	

uh< v
gheril ly. tile pl attic 1 reduction was. Iliad

	

e.,Iective at the hertinaing of the first pa y
petracl ma oa after July 1, M, .

	

~

DISTRICT Or C' 01,VNIBIA GOVERNMEN T

- DISTRICT OP COLUMBIA ARMORY BOAR D

1`ailure to construct Df :'.t'eict of Columbia Sladila n Ill accordance yvith the financial plan 1
1

-

	

submitted to the Congress, 13-146959, Dec . ? 196 1
-

	

Ih

	

oat of Constrinthin tat the District, of Columbia stadillm toguhred a home issim 7?0.
_

	

of ?Ig .1 m i llion, more than double the estimate oil ivht,h 'Le dctorrainanol, cf ,
-

	

-omanric feasibility considered by the Congress was based

	

'I lie District of Co- '
'luanl ti Armory lloard ate

	

rut

	

the co

	

truction contract without informing th e
t olivres' of the great increase tit estimate(- hest o%e

	

the esla nays considered be
-

	

h,• Congress fn approving the ,onst-ruction and fllan i t, , and r hhout n.fornin g
tile, Collg is of the adviric” of e0s of the infrc-ased cost on file prosne-is of th e
stadimn's operation bcing fina ncialdy self-sustaining_ .

	

We louud that it was fill -
likcir thatstadillro IT

	

ogles yroul(I ~vcr he sufficient to ineet stadium cxpensys and
provide a fend to pay filly principal on the bonded indebtedue~s .

FFnsRAI. AVI-MON AGFs Cl'

	

if

-

	

Unr

	

-•-

	

alipraprialayatsign- j
-

	

in

	

- S s2tFi, r ec4, 191-1
r

	

l

	

.ding to

	

- ;isii ant

	

1 $I,-ftltl,fittil
it irea4le controllers flight date processingg ihitie- ; which do not requite Una degas ; annually .

-

	

oftee-hnn^aitcaathngtits}trcitatt,e?t1c-otnpttct

	

attitinedbythvnilnstetahof

	

ssi linig 1
soelldutics10lowersalairedcleri cal personnel .

	

Tll,A~,ne~ r.~rcedkithe~nere-tuont

	

k
ntut_hation that t-he flight da a pincer in

	

.ad re shat

	

a sist a

	

air tratllc contro l
functions b separated and that thou farmer function be assigned it) clerical personnel 1



REPORTS INDICATING ACTUAL OR POTENTIAL COST EXPENDITURES, OR LoSSE; S
WHICH 1N OUR OPINION WEttE UNNECESSARY Oft IM MICIBLE:Continued

Civil Departments and Agencies Estimate d
ainoun t

-

	

-

	

FEDERAL . AvtArioz Afn,'Nc —Contlntted --`

trained for such duties . -We were tnfnrnied that a study base(lvl)on our reeomireo- j
datioa had been coitipleta(lraid that the situation would be corrected overt !-year

-

	

'p~rdodLreplaving, .asippropriate i-istauteoitrollerawitheniplutecsspecnieally -
trained for flight data processing buttes :

~

Excessive costs incurred for _raining activities at the Federal Aviation Agency Acatle .aly ,

-

	

-

	

-

	

stove costs of about lk5n)t1,(t)0 for training activiti(it thl' j MD tit" .

	

-
-

	

(1)

	

it

	

sele,ted

	

trainees

	

for air

	

traffic control

	

1,OSiti 171 5
r>ithout using appropriate aptitude and suitability- tests which

	

resulted

	

in a j
hi, her trainee failure rate, (2) enrolled litudents who did not have the re(Dnred I
prerequisites for training ; and (3) programed unrealistic student quotas for var ious
training courses .

	

The

	

Ag e ncy

	

agreed with our proposals that prospetti c a,r `
traffic controllers be tested for aptitude, suitability, and required quahfie ltmn ;
prior to omploynaent and training and thit auore realistic student quota_- b e
established, and informed its that steps had been or would be taken to correct th-zse
situations .

Excessive costs resulting front delayed purchase of automatic data processingequipinent ,
13-133127, Oct-. 30, 19G4

	

-

	

-
-

	

_ -FA 3. Incurred excessive costs because it did not give earlier consideration to the $365,M) .
ptirchasa of items cf automatic d i a processing egadpnie it which were bein

	

I

	

aso d
- : and were,ultimately purchased .

	

The Agency agreed that thew head been adel—y
' in purchasing the. equipment and that a more timely lease purcd ase study -shou,d 1

-

	

-

	

; lwve been nuule,anil stated Lhat such studies will be made iu the future of a timely i
basis.

-

	

Ir

	

••

	

' "-

	

-

	

—

	

utilization of

	

he automatic data processing
133127 .Oct, 30l BHA
sy'stena at the National FIDOit Data Center 'a Not deter-

.

	

-

	

vra installed without, adequnto advance plalmiug .

	

At the tittle off a,stailation . flaw inined .
- computer programs had been developed awl t-estcd,anl cinploy'ees needed (.)a vp,e- I

iuent- the srstern hall not been assigned :

	

Also, enpiloytes suh equently

	

a

	

l ue d
e-

	

-

	

required cos siderable training.

	

As a

	

productive atiiization of till

	

( Le m
- wes bairdiimtely low .

	

The Agency had ineuru l costs of u3ti,000 tit the l imlc of our ?
-

	

review without-attalinue most of the anticipated huiefits froiv the

	

;-steri .

	

Chl r
proposals !or developing and testimg computer progl vas rind tr i rang crop ,)yea s
before equipment is iart-dled vvor

	

accepted I v tit, A gency .
ProcurementoCiao}ic r.teiven d Ir tnrgc t -amainfor , R 133127,

	

pr. 12. 19i~ 5

Contracts for the production of rid r taret sinulatS:r c(

	

to

	

ubaut tii .3 million u,re . lcs fir, ;tl .
-

	

-

	

imarded without operational ev .lumions of preproduction mo leis to d0erini1w ;
-

	

a°rhether the sins lators {.ere sati sfactory for trinine e i

	

iraific cantrollers in td e use ,
-

	

of radar data.

	

`1'lte simulators, tcetuted after c~tensiv c ra .lasatiou of specie

	

let

	

-
-

	

were notdperative for considerable periods after delivery- ;led the Ageiwy e auu+ • l
-

	

that, . using its own -facilities . it wood _cost

	

least tilti`i 0(10 to Ilnodifr the clilim l ii —
to remove the hniitatiOns oil their OSUI'.II SS .

	

'I It(- Alhillnis lr.dor a~!reCd t0 illir_
proposal that, before a%vardi»it fn li scale production contr acts, tin :-_iyoil - 1-gnHte '
tests find evaluation= be aualle of newly dreed(~ped et c- is for detm -,mint-, IN limie r
preproduction mode!" Mill related d-MIV!il :: boll Sl t111CafilAIS 11100t opt

	

ili"Ilal t
requirements and . will

	

ai sfsctorily acconq I-sh the pr rd ,<c iuiauded ,
ENcessiv'e costs incurred in arquiriug, a building . site and in renting space, R--1 :31'7 . I

Nov. 17, 1961

	

-

	

-

A site for the -Near•-York Air Route Traliie ('nntrol Center 4'as acquired at

	

v(

	

; siv_r• .̀ Mptllll .
-

	

- cost haause adeflimte. t nsi' ;,ration vi-'s not given ill ac luni ng alteriaiiat

	

s itos -:
which avert

	

v dlabie,at lmvor i -toil evsts .

	

.also, tile

	

Agency- °nte ;—M roan run in- '
e-fuss,^,blelca(aerrncit-farrcnt_l=pa(r :tl-cation .

	

Th'i

	

I'll
that pro,i2 durc; with re pe, t to 1-

	

d aiegtlisiti ou rind least

	

si,,ult

	

- t sal l=n

	

t l

	

,feu .

	

'

F Ftlt'.it .11 . HOME, L',AN BAa

	

ES

-

	

Savings in interest costs to the Corernment atiainitbie 6 ;-grenter uaenf `3'rensttrp cheek- i
ingarcount, Federal donne hoan rank of San Fivincisca, it-I1) .S27, ]au . H . 14, 51

Slivllws ill inla it

	

,_;t<,

	

,i'I ila

	

I

	

a 11 ,11mod ii3 .J„1!1 ..

	

N 'U'li t, ; tent_ ( . : i!•l d .lr y'• ..r !- real.
1-..- .~ if 117i1dS li('i l by

	

l'

	

1'll Li3 Of '':m

	

1 r- l(-~i'+n

	

In

	

-iMH 1 1 -1

	

„ i jn .t_i

	

161

	

:,

	

1 :1

	

l
eve- . -_s of !deft(

	

i : .

	

n :el•>s:-~tvta c ;l;up

	

n - -tr t!irla for provd .,l,- :7_

	

-

	

late_'. `
F III di ; hall t

	

u-ul ,I

	

ivy' t1w i= 1ILli ml -

	

in a at-olu

	

1

	

v ith l

	

1IrLlF -
-

	

6n`_ .'I'dI=,

	

r'flLls

	

;1r, I

	

;i

	

,l ;ar

	

a

	

'lien

	

.ul~i In

	

I

	

__( .t

	

t

	

t .
I

	

,iatmc

	

tit it

	

tr"ilgnl

	

. :It(=!:in

	

,n_ ;masse

	

t

	

in

	

1i, -i("i 'm

	

o t :Ininf

	

1
.1111

	

1'i=il n,

	

nl .(`re`t
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ti)

	

the

	

l l

	

- .

	

Ili

	

bl'
-ai

	

n 1-'!'

	

13 i t

	

i n

	

'-(m

	

l-ro II

	

1,,nh- r” t

	

t

	

I

	

-0-1

	

t

	

`

	

I . -
quit

	

Ii (I-lnlsr=iltart" l .darl_ - : .

	

t

	

n

	

r

	

.!'l [ ., . .err(

	

11:, 11

	

Ili .l 3
ni

	

t

	

r•zr

	

a-n

	

use i _I I, :- Troa urn

	

',let,_ vlaaul

	

a-, .J1

	

fs(tits-

	

al t

	

1
i i

	

n {sin"

	

lid i . ildzll

	

t

	

;p"r ;ntin~ fnml

	

.
: :- ii

	

;o :he Governnu•nt atta I:able tiv gr' its : ur,eof 'Treasoricheck.
ail' ; .li e„!•i~t .

	

1 .

	

li'm ,
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.I !_'La g s .
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ilLi'MITS INDICATING ACTUAL Ott POILNTIAT COSTS, EXPENDITURE-5, Ott LOSSE S
1',' Ilictl i~ Oult t)1 INIO'N WERE UNNECESSARY OR RED IJUIRLE--Continue d

t ~i : ii Departuaents and Agencies Estimate d
Amoun t

f

	

.NER3I. Ss Ri'ICF.S :iL }II'i t :ITR-{TI<1V

	

i

-

	

-

	

Potential savings available through purchasing rather than leasing certain office copying t -
ruachnest13-1911990, Oct . 19, 1964

	

-
Ihne

	

ive exist

	

were hetn

	

incurred h, cause Federal agencies were le n sing rather than hoe dent r -
parch sing office copaut g oquip li nt- under centracts negotiated b

	

GSA,

	

08A ~ mined .
had not established e .ileria or gu,delinvs to assist tht3,~ ageiie les in making the i

studies necessary to determine whether leasing or purchasing would he the better 1
ittetlod of procurehent

	

still our teat ell's showed that generally each studies ha d
not been mute .

	

We estnriated th tt savings of about $1i3 niillion would be attain -
- abL . over a 5-year period ;titer their purchivie if approximately 25 percent of a certain 1 -

of idliec copier in use! at the. time of our review- were- pureh a eel rather than_typ e
Ica,,ed .

	

=\t that time, only 4 of the more than 2,0100 copiers of that type in use by -
Federal Agencies had been purchased .

	

Because the estimated productive life o f
th

	

copiers may be expected to extend beyond a 5-y oar period . we estimated tha t
-

	

-

	

savings of is much as $17 million would tea

	

Attainable

	

Following our_- further -

	

-
recommendations, GSA prepared

	

nd furnished guidelines to Federal Agencies
(

and to ccrt-win Oorernment contractors to e -.snst them in malting proper deter -
nnutations is to

wile
ter to purchase or ,ea- c,uch machines .

-

	

Excessive rostra incurred by leasing rather than purchasing certain telewriting equiptnent ,
U-1411930, Oct . 28, 1964

-

	

-

	

-

	

-

	

AlthougK telew-riting equipment tins been otTered for sale to the Grivenunont since Do ,
dtilx

	

IeJ5G; the General Services Administration had not established criteria or I -
-

	

guidelines that w6nle, assist Government users in determining w-bether leasing or
purchasing ",[i s the het method of procurement .

	

ate estimated that o ee ssiv c
-

	

7costs of about ?1 .4 milin nl would he incurred over th e initial F-y ear period tof opera -
tion of the equipment to lie at the time of

	

review ilecan e tee oquipmcut was
-

	

leased rather than purchased .

	

{I o, wee

	

ru'Med that further excessive cots of
1

-
about

	

130,CM a year

	

- ill be incurred for each Additional year-

	

ciao if all the urn -
eldrim Are used beyond the 8-year period and continu e to lie. leased,

	

GSA stated i
that it would provide general criteria tar use by Government atren .ics be fore they ,
loa_so or (purchase such equipment .

Viol :

	

-

	

-

	

-

	

T'

	

' ~ Will y Schedule contracts forpurchseo f
-

	

dr

	

ept. 30, I96 1
product : Lad bton violating the price j I]e .

ledulo contrract-s for inane years-

	

This i
c lallso provides that price reductions given t - d ( 1, lvermmmit agency by a contractor i
must be i;ytended to all Federal agencies rising the schedule.

	

In responnse to ou r
-

	

-

	

reconinnondtti .nis, GtA informed us that action was being taken to deternnnine the i
extent of the violation" and that it was strengthening procedures and contract i

-

	

crnditillns -to protect the Government from futuro violations.
I'rcniature disposal cf certain aircraft spare parts by the Utilization and Disposal Service,

B-t 169'1. :}, Aug . 4, 1964- '_
t}S,y sold or Was shout- to sell certain aircraft spare parts which were needed by other ' ,0 ;,300 .

tovernment a encics but which had not been otlered to these Agencies becaus e
GSA's regulations did not require it.

	

Part costing $77,0601tad been sold for $0,70 0
and other p rtst including $115,00i1 worth of items ueeded br the Air Force aid th e
Navy, wvro se h jukd for ;ale, but t i

	

rC

	

Jul d :all was camel i following our
-

inquiries .

	

In response to our-prop

	

al QS A revised t- reguIntnons to require that ! -
iniate-i'lal of dais t. e'l i t! be rep irted tG it for formal screenhig- and to require referral o f

-

	

-

	

the reported equipment to Federal Agencie.

	

where a~ prelpriate- .

	

I -
-

	

Unnere .saary costs to the Government for commercial long-distance telephone call a
made by Federal agencies in the San Francisco region between cities served by the
Federal Telecommunications System, R-1168 ;1, Sept . 24, 1961

	

j_
Unnecessary costs to tie <~everrrnent fur conunerciat lung-distance telephone calls mad e

by Federal agencies in the Dullae region between cities served by the Federal Tele. i
colorrnunications System ; f ; 116864, Nov . 13, 196 1

Foli rai agencies in the (S-A San hranaaco and Dulls ; regions had been inclining ; S2,20o,1)00_
unnecessary ec

	

i s by using comn ercial facilities for telonl one rails between unties annually .

	

-
-

	

-

	

s `rw d by tilFederal Telecommunications System (L I ') .

	

W o had pre c t t nsly j
r p rte

	

oil

	

i

	

i nilar situation in the aF asl m teen, D .C_

	

rea aid had propose d
-

	

that

	

hr . _Administrator of elerner t

	

er i-e .s encourage civil a encns of the Govern-
-

	

m cut i

	

nial e greater as

	

of the 1 ! S

	

,id that periodic reviews he r,iado to

	

ekl tha ti_
hei merta .nieJ .

	

14cc fin atedthi„savunk <f$~niilhonannua t lyhadresulWd-
from action Liken on our proposal .

Unnecessary costsresulting from failure to con solidate the lensing or intercity communi-
cations nnv5 of certain civil Agencies, 1>-146961 Oct . 25 . 19111

t`- q feu

	

=:1r>- o ,'As of abo It ~.I .A million had been tucurred br certain :i :it a entice ' $l (-,00,00 0
for the

	

I-riod front Fehr nit i 1 9,61

	

hroue,h June 1963 he

	

i 1

	

try t did not take fill plu s
-

	

-

	

1It ii

	

e. or reduced bulk nua

	

halt h1 the

	

eb

	

ion r e_-rn1 inies for

	

i t riity ~ sl,o0o,000
h .e .t,-:nnnrt I dCati-;nsIim%.

	

turdt

	

ol—Iidate i 1

	

"iii- :lrra,_o oi

	

it :

	

Inaddition, ; mlr[Ldl y
uuno„ .-earl o ""t-; of air gut .1 1 mill -m amill"lly c,outin i :d to be incurred ;'RY -r Jun e

--

	

'913 hccstase 16' civil a

	

nci~-s eon-i-umar t;

	

le se fns

	

achi,h could have i

	

. .i

	

hi -
-

	

car

	

,r lea into the cons h

	

t~d h tang arr a n e u - ant

	

it the re lured bulk i

	

e'
-

	

-

	

1€

	

alai

	

{ iA inforriwd its t i t, is it re—,it of i- t t cii•)itJ to implement ou r
V-00 1) III

	

tend-ahJ 1" all 11

	

01 1 tale-<. Cli_it She)ntd (-s t!(°l t ;1t (, l e t l

	

i;r o,;ra!1a are mew _lu`ng

	

1



REPORTS 'INDICATING ACTUAL Olt POTENTIAL COSTS, EXPENDITl REF, Olt WSSES
WHICH IN OUR OPINION WEIRE UNNECESSARY Olt REDUCIBLE—Continue d

Civil Departments and Agencies

	

--

	

j Estimated
arnotnt t

--

	

Iloastt;. .tsn IInSt>z kr. ;nr:re. Ar,FUCr

I
URBAN RENEWAL ADMINISTRATION

	

i
i

: Excessive allocation otcosts ofcertain facilities to the Iieywny mlutn clearance find urban i
renewal project, Topeka . Kans., 13-118751, July 31, 1959

The Urban Renewal Administration (11 HA) allowed excessive noucash grant-in-aid j $100,000.
tentative credits of about $lu0,v000 for it fire station and about n90,CL00 for two interior
streets z5 -part of the costs of the Keyway project. We proposed that the excessiv e
credits, tiro-thirds of which, approximately $160,000, mould be borne by the Federil i
(lovemment, be disallowed beesmse the costs were not allocated to the project +m fil e

-

	

basis of the relative benefits to be provided by the facilities to the project- area and to i
-

	

either areas . Subsequently, the credit for the fire station was reduced by abou t
_

	

, 123 .000. However, the URA Commissioner did not n`•ree that the cost of the two
- interior streets should be apportioned between the project area and other areas

served_ by the streets. We recommended that the U11 A remise its policy with re-
spect to local gn nt, cri air! to provide that where streets of in urb,m renewal area
are constructed to a hi gher standard or capscity than required for strictly project

_ purposes, the cost of the facility be fpportioned between the urban renelval are.,I and j
other areas according to the relative benefits to be derived by the respective cress .
We recommended also that file URA disallow- as loril grin is in--lid the excessiv e
allocation of costs allowed for the streets in the Keyway project .

Excessive allocation of costs of streets and roads io the Queensgate I urban renewal j
project, Cincinnati, Ohio, 13-11 8751, Mar . 31, 1965

	

i
The URA approved noneash grant-in-aid tentative credits of about $2,6 million for %30,00it .

eonstruetina seg i rits of four streets in or near the Queensgate I . urb m rene,vn0
project . We ben eve. the credit were v cessive by about 51,1 million bec-OISe till',
entire cost. of the streets wits allocated to the project area althougdh tin- streets are
designed to serve the needs i areas outside- the project in addition to servin" the
needs of the project area and much of the benefit of tile streets will be realized by th e
entire community . The Federal Government would have boen required to bea r
two-thirds of the exeo,,stv-e costs, or about t9300i010 . We proposed that the a ;;eney
reduce the credits for the four streets. The. agency ag reed ivull out proposal con-
cernin, two of the streets, but did not agree with our proposal concerning the othe r
two. We recommended, however, that the agency reevaluate the credits for these ~
two streets.

Exce ssn~e allocation of costs of cerfain facilities to the Mill Creel. Valley urban renewal ~
protect, St Louis, Mo I1-118754Nov . 10, 16 4

The I .T I1,+ allowed n rmsh grant-in-aid enin t ive credits for RtuSt-ics in the hill Cml k-
h lley urban renewal proje c t tshich av hi-lievecl to 130, excessive by ad,out It016 .0ia7

because certain of the facilities would not be provided and beciuso the - is of othe r
facilities had not been allocated to the project on the bass of 'lie relative benefits to
be provided by the fac ilities to the pi ject arcs and to other areas . 'Pilo-thirds of
these costs . or $1 .190,000, wrould be bore by the federal Government . In addition
credits ofabout $1 .6 million were allowed for other tacilitie which in the absence o f
dvili fie supporting d ua, appeared to be. urimaril for the ll ne tlt of the cat rather I

than the project ref Followi ng our proposIl that the credits be reduced o r
reevaluated, the URA tared to reduce credits by %h out $I ttl l0oanel to re valuate
otl ors but lisigre ed with our propos.il vcath respect to one cru d t which we believed i
f e be.excessive by about $2i e,M) .

Issce'A ~.

	

..

	

• c

	

.. - , _ _ ;

	

facilities to urb..n renewal project s
ill the `	 -

	

'•
.

	

.
The

	

'

	

ell noncziM *taut-in -nd tents eve j Not aeter -
eredits of about $$ 6 .2 trillion for the construction of two pub iel owned pea t i .ne Neil- " Lmiued .
tics, NVO belie :rd the eurdds were exec>ue by .0 million ud shnuhl not hal= e
been approved becaus', ere local public agenev ii P lj used lr s ; datkt m 1 a uu,tho d
to esrima'e p:A ing deinands from inside the pregcet mhiah :Were into np i ible. w-it h

- the date add method use .9 to estimate parking demands from outside i fie project and j
the other LP A understated parking demand from out ide the prv;eet and I
oyersh led demand from inside the project . The 1-deml eioveninieut would have t
beon squired to it :rtoo-thadsofthexc -•ice credt,- The URAc mired , ; ill i

our propis ..ls that it rcquin . -tic 1,1l3

	

i make new aaudies i.ed dut r i :nitioi : ii [
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6Zf'tor y tn. stress had been made in obt,. .uvw .i c. v -li ufary r i ~ibiiitatr m i-f proper- i
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iwi, oiri'S INDICATING ACTUAL OR POTENTIAL - COSTS i-M IENDITURI.,5, OR IOSSF
WHICH IN OUR OPINION WERE PSNIsC1;SSAItY tilt 11hllt GISI,E- Coutil,u e

Civil Departments and Agencies Estimated
amoun t

lIQUsltia ABI) 110H E I°INA ySF, AGFNCY—Continue d

-

	

FEDERAL uGt` :4Cnn An3HNISTRAII0 \

Lack of information on construction costs incurred by spon.or-controlled subcontractors ,
-

	

may unduly increase insured mortgages on multifamily housing projects, ll-114 s6i) ,
Apr. 5, 1 1,465

our review

	

f two high-rise sail ifaitlily holis:ng projects fulalic

	

l b

	

111 rie yes it Not th-ter -
-

	

-

	

sure. l by FIT-1 tl}'rl(

	

eel that silbe o77 ` octet . ConiLOhed by the pr 67lltiters

	

f t a pri,, jnine'l ,
ect - perff rn] -1 it 1a17l

	

hart rf prrjt ct construction and that charges to t r

	

t er C' I t, i
file] uded sus-,

	

] .]ii 1

	

and possibly excessive and unuarrante

	

profits n- .h_t l b %
-

	

-

	

these subcontractors .

	

The inclusion

	

if these profit s hi project ' - .: .t, u-1,31,

	

i`ave ?lu g
-

	

above eainue,tsing thaantounisot the mrrt

	

i is insured by trc ]-

	

is

	

ar 1 t ha 1='s=e s
which the Government tiny incur in any resale of the projects .

	

One rf tIe I n jew,~ '.
was acquired by Fit

	

aft e r the uto t ogor's defioilt

	

Biased on our rndu hs, F] I A I
-

	

took action in the other ea.;e to disallow exeessivo spon sar-coot olecl snbcartcieter !
-

	

trrofils in the certifications (A project Costs on-which the uniount of the lost red Waai -
.

	

i, a e is to be based,

	

The agenet

	

lsn revised its procedures to pro%itie for the

	

i -
clo ure cif actual cost' itieurred by any subcontractor h ,vfog ,in ids itity of intr „ti t
with the project tlinrtgagor .

-

	

Failure tontake timely repairs on acquired single-family propertiesin Wichita, Iians .,rd- 1
versely affected sales potential and resulted in additional repair costs, i1-111"GC, June-, ,
H M

-

	

Lack of tinitilyrepairs to about S70 properties %%hich FILI, had atiqu i rod it! Wichita, L 2SS,000.
Kans ., through f .-rrelosurc or n si nmernt and had hchl for art

	

a%cragt n

	

r ve :1 - '
had adrerseh- ai rCie i the selc of the houses and had reduced the ippr-r,itnity f_tr 1

swings ill tfec ost ofholdingthe propertt,-

	

Weestimated that thecost _ frepairing ;
the°7 properties to make them suitable fm rental rally be about

	

'35,000 Wore tha n
it `sonata tiave east if the repairs had been made at the time of acqui z Won .

	

The
-

	

Alt_ 7{y ad Fired ttj that corrective

	

action was bCinf ta

	

Cat in Wi-nim .

	

In 1it15 1=f ;
-

	

-

	

tie lncreatims iln!lib r t f prOper .ic%: beinga

	

luired by tilt, Ageney, x5 f, rCetttt,iietitied I
-

	

that then I IIA Conn

	

i

	

-inner establish aafective mrtrol pnieedures to require the 1
a p propriate Agvnep < ;Ilieials h? take nggr-

	

1ve faction to repair acquired propertie ;
in accordance with FIIA's bail: repair pJhcies .

-

	

-

	

PUBLIC notitil\~i: ADMINUSTRATI O

Inadequate criteria for identifying and eliminating elaborate or extravagant designs or ,
i

-

	

materials in constructing and equipping low-rent housing ; projects, B-118 ;18, July 21 ,
19131 1

In our opinion, PIIA had inadequate criter is for identifying and elimintitii

	

e i bi

	

it

	

, Not deter-
or extravagant designs or materials in con tructing -,,in(! equipping low—re—l' mined .
pro jets,

	

out Uvvie R disclosed Itunternu

	

hl Lluce, of the inch 1011 I tf ucm

	

%t i icf i I
-

	

%%

	

holiev

	

Could be considered te; clab, .r a i

	

or ex r t ts,ant do ij . s ; or

	

n trri as .
The legisl alive history cd the applicable provisions of the

	

h,-

	

Housing At rf 1 .;37 ;
indicates thatthe Congress intended low-rent housing projects le be built it lbe Ill,-' t
economical cost coumstent with providing decent, . safe, and sanitary dwellings, 1
Sn]alile, in design and totheexten

.
-practicable, constructer] of inexpensiv-mate-r]a5 .

_A determination of g hi tier an a e m i elaborate or ex a

	

vagant i

	

design or nta-t mats
car be it matter of nChvidrial yudruaent,

	

llotve.ver, } IIA hail n %i pro%, .e .i well- l
defined criteria for exereising judgments in it Taianner that would prnmMe e-conomv i
in file low -rent houlpg program, Therefore, we r-_commended that th

	

e inu.iis-
rator,I.tllb A,requir

	

the Public Housing Conuilliii-nertod i-netiletertt

	

tl_ibu_ t
r a,eoresirav igaru de i.-.a cr nmtcrials” in culEcicnt detail to provide tile b oil housing
authorities %with such criteria f=ir planning future projects that twill conL rin to the {
intent of the statute, and that lie require adherence to the specified criteria .

Proposed acquisition of unnecessary and expensive property for developing I . low-ren t
housing project by the St . Louis Housing Authority, 13 llh 1S, Dec- 2t 1961

	

'
Tho PLEA had authorized the , t

	

Louis housing lutho iiy to negotiate for the Do.
Purchase of property occupied by I commercial laundry although the Lind appeared j
to be ]_ sloe

	

spry and expensive for the development ofa loo--cent housing project . 1
If the

	

operty g rad teen purchased, the cost of developing the low-rent projec t
would have been increased by about $0,00,000 eXCIUSive of the cost Of demolishing the i
building, plus $540_.000 its flitereat charges on the ail-year honds to be used to fman
tileConstruc t ion of tho project .

	

Practically till of the increased co .-ttvould probably
ht V t been h'1rne by tile. Federal Goye intent.

	

As 3 consequence of our reeon] -
mundalion, PII V disapproved the purchase of the prope=rty .

Fxc-ssivecostsincurredtnconstructinglow-rentpublichou€ingproj '-ctsistheCunuuon- 1
w> alth of Puerto Rico, 11-118713, Jan . 6, 1965

;, I I -A

	

einlitted the Puerto Rico Urban Renewal and I tossing Corporation to nil

	

ate ~ Do .
e

	

css,ive lead costs to four federally aided low-rent housing project

	

thereb y
increasing the costs of the projects by about V1 4,000131 addition, the Corporatio n
delayed completion of Ile e:s.ary= off4ite faeahties, su

	

is ;rater inains and sewers ,
which delayed the avaihibility for occupancy of these projisets and resulted hl tile- tltn?of rental revenues ofabont 1129,00il,

	

When we reporterl these matters to PHA ,
It obbutie-il rebulairsement or agreement. for reinihursement irons Ilse Corporation i
for ,about ',323,U00 tied itatod that it Would pill the Corporation for file remaining I
8-20,000 .

Loss from safe ofproject land he the St . Leate l-Ioushie Authority, Il-115714, Apr . .iii, 196.5
1 1 11A pormi tea the St

	

Ioir s hou sing Guth rat ;• to

	

enure. Property for a project I I
ue that 110th Agencies recognized ]night h

	

old to

	

h

	

State highway eo muission !
for ithighway right-oily .]y-,without requiringthc .Lutioritytoobtain an

	

g .'VIMIMIL
with the a mmission for fill ; rvinibursoment of it, land acquisition a

	

1 r

	

_atcd '
cost" .

	

Until Costing about '

	

7 tXU to acquire and clear was sold to the state° 1 1 41 i -
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REPORTS 1NDIf AXING ACTUAL OR POTENTIAL COS'rs, EXPENDITURES, OR LOSSES
WHICHIN OUR `OPINION WERE UNNECESSARY OR REDUCIBLE—C utinuc d

	 ~^--~~!----

	

-

	

---CIVIIDepurGnentsandl —lnench'a

	

Estimate d
-

	

- i

	

amoun t

i IIOV

	

kn AND HOME 1'PfANt-• E Ail

	

CY---Continued

	

I~
PUBLIC Itf}t'9IVn AU>ft\I?TRATION--renthitied

way commission for $120,0oP,

	

Proje ct costs were .further inereasod by about $159,000
hec auso the Nuthority

	

did not recover it

	

fill) cost; on land sold to the 8t

	

I outs '
Park Department.

	

Wit estimated that the inert . ed project c osts totaling $566th;9
would resent fit Interest charges of

	

bout $„ Ole 0o0 over tire. 40-year life of the bonds
to he issued to linance th i construction of the project,

	

Pursuant to our surges-
tion the PIIA Commis over informed the MIAs and the. PIIA regional offices
of the necessity for coordinating their hind-use activities with those of other public
bodies .

-

	

-

	

NATIONAL AERONAUTICS A\U g p.,cF, ADS"SISTn ATIO N

-

	

- Unnecessary. co:itsincurred because obsolete wveight design goal was used for the design ,
- integration, and test of Nimbus spacecraft by the Goddard Space Might Center,

11-133394Jan 29 19 5
Rhortly after the award of a iontract for the dessrri nnte ;ra t ion,and to tof the Nimbus

	

I $1 200,it00 ,
cpaucraft,, available illfannation showed that the e -tmated spacecraft

	

weigh t
-

	

-

	

-
,

-

	

exceeded) the design weight w hie' ul turn, exceeded the

	

).ported capability of the i
lattneli vel !ell

	

to be used to orbit the- sp'l eeraft

	

Although this weight tueoui -
patrhilit.

	

vas

	

o ifirmed within E ruin-h -, when the final official allowable space :
craft

	

rights were provided, tfie pentradtor was nlow e
file origh ill design vEiig`It goal during thetotlowinr 5 1
clear that attainment of the design weight goal would
capability of the lunnch vehicle .

	

We hclieve thilt, had prompt action been taken
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lxatibil,ty indicated that further effort toward file lcrelrp

	

lent o f a spacecraft of the I
- on nirtl design weight was unwa

	

r -te-d, as n uch as sL2 u :illiou expended by th o
- enntr• iltor on tasks that had to b

	

r, done to develop I lighter v e ight ~p ei raft I
could have been saved .

Unnecessary expenditures made because in Go v ernment-owned aircraft was not used il l
certain.operations . B-133311),

	

2.3, 196, 1
-
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RL•:IORIS INDICATING ACTUAL OR 1 i1f
E NTIU COST - EKPENDITURKS, DR LOSSfL S

WHICII IN OUR OPINION WERE UNNLCESSARY Olt 1tLUUGiiiLC—[ :mttimred

	

-

	

City Departuacut- .icl 3gereies

	

E-stiuuued i

N,tiioeAL Act NICTIC9 3VD SP,tCE Antn r t .nrno — c x,ntinn: .a

t,tardo4 in May 7 .7

	

Ger . the 2 trot a :? of ft <y, tern e<Cludi'i t -ire cen t

	

-

	

-

	

f itr e .- t1

	

e Jni t r iat p .r

	

i [ n ± t' e

	

cni r inner than l
a _

n.{ it .1 i 1 i moul t
in

	

dig o ib qty'

	

UJ a .i

	

t t a ]dr wa 1 avn r

	

ill an a ieter .,tii i .nt_;an t
w i ll result irons 0mi anion of the count- st .2tion feuture ,

-Unr ces-sary costs to the ,overninent by leasing rather than purchasing electric powe r
fAcdit[es, foidd and Space!, light Center, 13-13 :)"1 . Fell . 25, 1!)s

	

i
Tile Center leased electric pn w' eC f ctl[tios tvithout li i ,4 mmlc study= t-u - tertuin t ~ ,106,0'i0.v ht -. .cr it was flu a e -illy aft vntt- ei n to purchase then

	

A -,

	

-'u it, th e
-

	

Government w ai incur rmg annt eti,ar v costs thilt e "uld have been a-, ),I, bv' the .
purrlcsse . ât aeeor I-i=-tae-with our projm HI, A .i :, . s i msequol~th p v :rchased the
facihti ±s . 15 e G r-u a to to tit this ac t ion will re ~it if atmg i t b :nn

	

n ih ;c n
over the period N :A v had planned to lease the fac i li ties .

:tdditnonat overpay ments of rentals for au loo data processing, machines at th e
Goddard Space Flight Center, 11-131391, May 25, 196 5

Our cantina t n reyie • - of the, edmi iAratifoof Al i P rental conic et .

	

t t o i 1 Oar i a 1 0ia~) .

	

-

	

-

	

-;!) :to(! Flnf . t . Center disclosed ti .,t the Center had a l e ivi' t

	

t :, i rl a yin ti n ,
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Ut nt'ern ., anent, tv _e-ivilende-1 that the N-A : 1 A iait- Diti t m inn

		

, ~cvF :: 1c
at tie various in _.01m on , iavn i major All

	

tcti, its . t d e

	

iii' t i

	

2rltr, I
have been v '- t-aPLShe I to , oid further rice = a - .i ; t - ai tai ratllre .

Ove.rpayntenls of rentals for antommic data processing sin tines at the Gcnrge C' .

	

-

	

Marshall Space Flight Center, fi--133391,'Alay 1, 1965; -

	

i

	

Renital overtia>dnents of iibeut ~:13t,00'J were made as a result of the iaeorrec t a .rcunm

	

xJrl,OJO,
1 at ion and recording of op Brat o a- I use tut i for the control processing a acoinos of
-wen ruaor ti, :DP ct t-.uas . SL r :efluentlt- --J,AS :A informed its that, as a result s .f t
oar review, it had withheld the overpayments front other amounts file the lesso r

- - but that the amount recoverable would have to be negotiated . h dilitional over- 1
payments of about ~LI5,000 were mado ter certain machines because records had no t
been maintained and the, rental payments were basedon incorrectly assumod usage.
As a result of our review, NA A recovered about $108,000 from till, lessor ,

W o noted ai .o that the Center was leasing nine other moor _ADP systems for tt'hich $':00,000 .
1 in ll manner similar to those for tine seven systems i
cc-, with our propoSA ' , NASA evaluated the use
ruled us that rental overpayments oiabcu l- '260,00 0

wh i oli appeared tC Imebeen .P ride woul d h taken llp with the lessor.
Unnecessary crisis incurred forautomatic data processing equipment and services at the

Moaned Spacecraft Center, 13--1 :33341, Mar . 3, 1965
Unnecessary costs of about x74,000 were incurred as a result of installing it microfita $74 000 .

system before :adequate preparations had been wade for its use, paying for cone-
puterservices nthigher rates than were available by making mMoulin use guar-
antees, overpaying curia-use charges for two computers, and leasing Certain con y
puter devices which were rarely used . The Center subsequently recovered about
:511,000 of this amount .

PANAMA CANAL COMPAN Y

Unnecessary costs incurred for commercial ocean transportation by tile Paniuna Cana l

	

- -

	

Company, . I3-I1IS39, Oct . I, I96 1
Certain cargo shipments were made on commercial vessels during fiscal year 1963 at a $39,000 .

cost of about sS6,000 which could have beet 1l made oil the Company s steamship a t
a saving. of about $39,000, The Company infernied us that blim diate corrective .
action tv as taken at the. time we brought our findings to its attention and we noted !
th t during nsc. t year 19 04 the use of connne eial vessels was 5t uticonttt reduced

	

-

	

Unrece ary coats incurred b y not considerh,g transportation capmt s a€ nit element of -
proeurement cost, B-151019, Oct. :O 196 4

Tile Panama Canal CollipallY in urrod or would have mcurrc P unn -ces ar _ost of >90,t oi0 .
3nyufi .90 000-

	

-

	

- co s t o about a4h,700 .t i cease ;
in soli .!tins. a

	

cons i dered transportation ri -
pen s riall e brought this matter to it s

ttention the Company revised its procurement pro ntres to require that bids C c
tv luldedonthcb ;asiso r d lve-redcosts . IL,additionttlntidp t - d aviuk,onottie r
pro uroments, f.uC Company avo i ded ahaut $ 24 .400 o the unnecessary costs whic h
we had idontiftkd .

Is'scessiv-e coyt:; incurred-by purchasing front commercial sources rather titan utilizin g
€ie eral Sercicea Administration supply sources, 11-11 .1S34, .Tune 15, 19115

	

Pntnt &walyear t964,the y ,tnallo LCanalCompanyne'urreder ec .-ivi ;costSnf :anent

	

;l,o'0.
+;1,500 oil-<cieeted pra uretiuenfs having a total cost of about - "212,000 boeau&- it -

1 - n '--based ou .norons . uppi c :inn! equilnnent nonis front commc. i tal sources, gener-
ally ithout eonnpotilion, which were. available through the (,oil( l scniees Ad-
utifaistratitm nr, in 3oine instances, from other ClovCrillnent agencies at lower hosts .
Aftcrwcbrou htour`' 	 f .

	

unpany offic i als, v .tveii ]trod
-

	

-

	

-

	

t hat tile- f ompaiiy w :

	

. to i "let tho bask, d roil n - de s
, .ad to pro de naaCim

	

~

	

r iara dmini_trnion _aarccs o f
-

	

•uniti} .

27 7

qt'-- 48 7 --- 66.---- I J



REPORTS INDICATING ACTUAL Of POTEtiTI AL COST S, EXPENDITURE'S. OR LOSSES
WHI' I IN OUR OPINION WERE UNNECESSARY OR REDUCIBL1:—Continued

Civil Departments and Agencies '-: ----`--'- ~ LCsmatcd
alli.ount.

UNITED STATES SECTION, lN ER\ .1Tlo :. -?. Bou\DARY Ai D WATER . CO M MISSION, UNITE D
STATE AND MEXIC O

-

		

thmert, ssan costs incurred in the relocation of highways at fire Aluist d Dani Project, 1
IT-12501 I Mar. 24, 196 5

	

The US . Section, in providing for the relocation of seetwt s of two ba hways that will

	

12,300,000.
be, inundated by the r si rvoir at the proposed Anri -tad Oant agreed to pay a n
wr ount- greater than the Lrtioual, that would have bet n required to construct a n
adequate substitute IdIdi yay and, a result, incurred ur neces ,,r y :.osts of abou t
t,2.3 mlllfon . We recoilitnend2d that the Commissioner, U . Section, require that I
exprndittires -for road relocations imessitaten by the construction oR4ater rrmuree s
projects belitnited in the future to tl use nece s sary to provide adegtuate suL titutes !
for the roads being replaced .

Internationalaeticities

	

Lst -mate-,i
etnoti! t

Aom,cY FOR INTERN ATIO\Ar, DEVELOPMENT

Ilndercollections of interest and principal in foreign curreacieson certain loans to foreig n
governments . 13 Itt9'8 ; July I 1964

In our review of io ns ..d jidnisl ered by the Agency for hiternatioml Do%el iu icn t
- (AID) and prior thereto by the Export-Import Rmih of Washington for the, pr +te- -

cyssor agencies of AID, we found that (li oil curtain i o ors repay itio ill foreign col- '
rency, intetcst. Was being lost because of m I- e delay in a(Msit e burrower of dis-
bursements nude against such loans and (21 on file dollar disbar-d portiensef he n
loans repayable lit foreign currency, hitete :t . and pun #pal paymunts,r :ry bein g

_

	

accepted at lower exchange. ratty t craw were p-tyabie Dodo amendatory pros - ot,s or 'i

	

-

	

the Jo tit nalreerneiits.
In c-implit ucc. isi th our recornnendat1wis . _ 11) corrected these d i e n :icy and wil l

CnIleet all estihTated K minion n cad :x> : -Il interest and principal pi_ .-m

	

—or ';
the remmiline likes of these loran pink,

	

in post ttnclerpay nientS that i bor .
- -roe-ing government proinis('d to pay .

roliowup review regarding undereollections of iliteresf oil certain loans admini ,iered b y
All), Mar . 2% lK5

Our July Int14 report shored that :a subsfanticri amount of iuteresi errs being lost by f
All) because of unrecvs:wry time Iaeslit ndvisimg borr wets of ioau ehsb,usements . {
Our foilowup review disclose(: that -ins dent i v has i nt i . :cm c n leteby correcte= d
asndasubst l( ; alarnoui,tofinterestiss!ili i nn last, I ti lied Novunberl~ Saud i
I)ecenrlier 111 I, wo found that the equivaie, rt of =171 .010 ut int e rest was lost t . fou r
loans Li India . For the same period the loss oil loans t Yu goslavia and Morocco ;
amounted :o the equivaltlit of about "I"MKI0 fold <lt ti 41 resned ively . _ Dr order to {
prevent fultl r t sscs of niter- st of the-se loan my reco nmeiulul to Al l) in h ash j
ington that,,it should a p ii i ach ale the missions that iii 'ly notifu rt uis of loall dis- I
bursoments should be n ade and that scups should be t .vu to elimfmate the; delay s
in issuing loan disburstvnent. information oil loans disbursed in ilie, United ltittes .

	

I
Additional interest costs to the United States because ofprenurture relcla5ey cif funds ui f

the Siwial Progress `Prust Fund administered by the Inter-American Developmen t
Bank, 13-14[3937, Sept. :y, 196 4

Ai e,tiniatcd30o,M) a y i ar in cidditional iolei st was bring incurred b the Treasury '_-oo,cial

	

i,s u resultlif the preri tore role a - , ,t ies e #used b - I rchi- tar lCe to k a rt tore rc- ~

	

a.miilti{ly .
ilk! lalonre( e ryroas viiali .thtpoprietyortluo- ~

i t4 1 ( such rt q rest. fi

	

° .1 n
Farm# our rcCanan and n ., ti e- let n(, st°bi .ahed procedure e e -i_iwd t, pre.- ~

cl de strait prem iture ry i es of funds,

	

-
€:niiv—s-sary dollar costs incurred in ftnnucin• parrhacs ni comroodities in :irazil, 1

R-141 `s20 . Mar Il SJI S

	

b` rt a Jnly 1461 tlhr #ugh ieern,ber 1133, the 1 tit cy Ou Ltternatitrl f)ev . e[ r eat

	

3, . . oXiO .
i4II))nnnec-arIly s i cit'l.8inHh011 for fl

	

rnws'iprri :.of Htaz-ilian .0 arand ~
i e r, i nl a inn pr arc -d .0 1 r vi to s u u c he

	

f cci n

	

; xnrt

	

mein
it es ul 3 is e F d I-r tho-sv St°ipu milan-ith t ti, tar, d er ueiri,y t omrn m inc oi

l v Ir Spec,lici oprisnIs 1 v-i ainnlg 10 n.cmla, .s in tit (, utiva_-t i- n of I - ,s r. 1 iol i%t, I
e -rrvilm ., th ? Yc . .ev stated th r it y :rsplann iing a pros -in dt, i-. nodfurtiter to PiCl- it
tri i e third c tintry lirr m.enrent ill eomitr es vncm, t is i rt. :tsar h a_l =lert fi r e d that i
I= .holdinr _I co :rc-i .ue, tire in excess . We reeorimr_ud,fd tha

	

,dutim ., rotor,
l l), br oad i the . gi= .,}aed Prucram tell iudidu all Ce Ln .tljl- ` in ugh tt v L Jte d
tales bolds ate m cur e .uues in ,i -4i iiifh[ rat amount tchetiter or not they i ave bile n

d a neted ti (ytsssr rrene) co titres .
beef ect v utilia do i oft ce sv person l p -olivrty in tide foreign

	

•ist :im°c pro gran ,

In rive

	

e,u .trivs U S . Gn_;icel I- icr;rrty ,ur

	

ar,d pili ne,1 pnr-

	

t,W6.
chas ent_a ted ills ~ _ +- JAM could `i ;, e. ben a . oiele i t t a:ut 'i :a pair rr-c .., d

	

-
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fe'-n i (- tr 1

	

e .-y ee z
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proving the
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EFFORTS INDICATING A C4 VAL Olt POTENTIAL COSTS_ EXPENDI'll RES, tilt IOS5&'
ll`IlICII 1N OVIt t}PIMON Nt-IiRL L'\\I t-L '<sAt1 Olt RLDI=CIBLF--Coutinurd

I
-

	

-

	

lr

	

r .ilit•u ~l tc- ~°!tics

	

h;sl rnsic d
-

	

:inlOtni t

,iu i;12im I\'CFI A110NAI . D EF'E1.=i IE ',1 --Co riIHILICd

Fol4rwup s=xamivattonon certaina`pvct,,of b S a ss!stun'e tit tits f§•.titral 'Prc:et Ornauf-
iation fora rail tluk between Turkey and fruit, Ii- 1165 .19 . Apr . 29, 1%5

I lie Sri vy for ln'f rivitiiai~d D "olop :ncit f Al W hr!nced i, ith loim funds erp.up

	

r~I :i- 1J .
-

	

-

	

rnviit v t i .- . :.13 .0-at whivit w,s initially lc-- .^-oat=d for iii° Ili construction of tile i

	

-
--

	

roadbe Of 0,v i is iTatvan viii line in Tinkea , con thou h the roadbed Itad :d-
rr•iidY been onuileted . We first . reported ,if 0-is inatfer to t i le Agency it, -Apri l
andit-wasinchidediu r report issued to the t'm3t frl_ s in March 0rL It ,, our follow-
tip oxamination, we proposed to Ilie Al 1) Admi,6 ti if it that prompt tiel ion be take+u ?
to onsote that (1) t-he boor ded'quipmtnt ?iii i flu uuovd for the eu aay into is !
physimll - transfr= rind foru_e in construciinf? another project in Tutl:ey for which th e

	

_

	

_iptney t iarle :i loaal in June IUiI : .uid (?) the uluount of the June Dill lain is appro- jq
pristcl reduecd to reflect fhr_ v alue of --uch eouipnient .

_

		

1-lie d+`nt 11 i' efl a that it would fah_ the- o,rrtctive action we propo-ed,

	

j
f2ucsnons[bli espects of 6tulget-support lairs made to the Government of licoadur, i

li 116995, ` .4p. . 29, 196 .5

	

I
In determ r n r Ihe, am mint of t -isti i e Ilcdul by the f of r.rn lint of Ecuador 1

to fund is llud let df:Ecits for calendar yelirzi 11,161 ,gut B62, the Ageu,y
for inter-

national Development did no --insist, asa precondition ti IT it aid, that the Govern- j
mcntof-lienudort ailitsrifofall potcut°ii sour'-S of internal borrowings or that i t

-fully-devctopevrUlin It ix sources . 1-1'e believe that t

	

lIISe Of tht c,istrnceof irtenre l
_

	

finnucitl resources . -the eco!rich'-!need for two lidtlit-support loans totaHiv-, 515 I

million made to the Government of Ecuador wss doubtful . Therefore, we beliei e
that this aid was nF questionable cmnplhume with tile iuihnt of the Congress ns e .r- t
pressed fit I I e, Foreign Feis n ca. Act of 19"11, ti- !ended to the offec that aid -
receiving countr i es should n,obilbe their omi a ources and help them„ -l%es .

Phe _Agency ackullwledged 1-hat its ia:ur to the Government of Eeuador were et -
-essise III! about SGI tMtO and advised tr ti= it ul future trm ci ions it would follu,c i
our suz f +stioti i-h_rt recipient Countries -Lama fir t a _lite a4 dable in t cuttl credit.
sources .

DEPARTMENT OP DEFENS E

Overcharges for long-distance telephone chamin is leased by the Sit, I' .S. Annoy, Noma, !.
I3-1 :13201, Dec_ If . i9il

-

	

-

	

Our review disclosed that since ,)ulle 1 06-1 . the Government Ii , s oltid to tiw Ropuh n tiltil,cC-Q.
of Iiow r .er s161 000 more thall it Should hove for file use o lot - (h+i uov telephone

-

	

channels hccuuse it) the biinktry of Commun i cations, Republic of Kolei ' failed t o
iliitiaie negotiations to reduce the mtnthiw euiif rotes ell rind tot

	

miLt .ir )
services in tiec4rdance with contreact. provis ions : (l . :l) [5th [ .~. sir ui nrrsfianel i
responsible for contract- administration fmlcd to 'c oft 01 :11 the .̂mounts hilted the

-(locernmunt w=ere-baser! upon the most eccnontiesi rat's available- .
- Lt acc=ordance with our proposals, the Departuient of the Army advised the t action s

had been initiated to rent-iniate the contract, and that rentil pagrncuw :vets bein g
withheld amtll a fairsettiement could be. reached .

-

	

MILITARY AISIS 'r,1\CL-̀ PROGRAM

	

t
I

Urniflicial use and overstated needs of eoirauervial-ty p e vehicles by the Military Assist -
anceAdvisory Gicupand-tile headquarters support activity,'1'nipei, Republic of China ,
B-146907, Jt."% it, 191 1 i

	

1-34 1, ClUu .
Our review disclosed that la"controls Over til e use ofemumereial-type -r-Itieiesresuhed i

in their use for eulployees' trips to and from horee aml work, slid for of her tmoIDcia l
purposes, and the pv-er:E ;etcnient of mileage by local national drivers. TLieso linic- 1
ticesledtoanoversta cute!n,otniileage,upon ichichvelti.Ierectnireatcntssrehirgely 1
predicted, and resulted in about 15" unncedett vchi t--s a,i hand vuiul i at 41,000 . f

In conformance with our recommendations i i ) the Department of Delouse est lilishc d
procedut

	

?di -ally r iew"d, t all! .ir d, and lu ;-
rined : al

	

its data are bring revised and exces s
nehiele s

FoR r ;vup revie

	

to inn -vi escc?,sive prourcownt an d
-' - -

	

-or dehccrul to P—tuvai under the Mil l
..

	

. .

	

91;4

	

1M "011,GUO .
efcnse action to cancel excessive procure- j

men[ and for refiiAributioil of excess spare p .irts progro cd for or ,lelivered to j
Portugal, =fie fotuxl that aatiou has Cc-, , n taken tai -amcel proenrcnlvnt of and to a
redistribute par, parts Valued tt about " .L2 mullion

	

1
iuidequste cm sn1- r .etioe i 1c,it to ut lizing its rte fleet s Fels in lieu of protiiding ac c

poi is to Ira o nadir the N lilita,y Assistance . I osranns 1113313I h . 8 1

	

'r,Gt ,CGL .
The Uliit Il States furnished to trail two new p fr i fti : ales, ousttucted -;t ti co, o f

about s7 .4 mullion vhiire;ts tile. requireirauts of the Imivan Navy could have bee n
met by utilizing - vailallie Sic ersd Flee destroy -r - i orts it a estunated cost o f

_ about %3 :Smillion for their activetion,o5snoutuncinmdd_rni .!nitro, Adequate con- 1
ideratuui . ias not gieen to t-he use of Resi'mi Fleet dc-stro;°er c;, orts because j

ra>pmisibry ofiici,ais were rei,uetant to r-°lmist the co i~ressu n,tl slit=rc v a i required I
for their transfer ti it foreign nation tool .gnus c olzi : ante a od vie -411al Intl t he
t;di;,nts''

	

r `

	

arol nipso=s w'a tt ircali tic, At `e i ~unm+wdc d
that, ill

	

Dc" i •. _ ivc vu dIl itle .,r . mcr .lion to tho usu of l
rvail.ab

	

s in ful l i iti rc•quuennin i.- to , naval ships under f
the Mil



REPORTS INDIC :YriNG AGi'GAI, Olt p0'rE\'FfAL COSTS, El_Pf,,NDI1TRES, OR LOSSES
WHICH IN OUR OPINION Nl ERE UNNECESSARY OR REDUCIIILE—Continued

International activities

	

Estimate d
amotnt i

DEPARTMENT or DFFENSE — Continue d
:

	

MILITARY ASSISTA1Cti rEoGRAit--Continued
Waste of funds in construction of Shalml ;ad Depot in Iran under the Military Assistance

Program II 13313' 'itt 7 '2,1985
Iylilitary Assistant I ro2runt funds of 45.4 million were for the most part wasted in

collstetictipn of this depot. 'Pile depot has had only negligible use Since its coniple _
Lion in January 1960, and present plans call for dismantling and relocating many p t
its storage facilities, We believe- that. the facts available when construction was
started fit 1953, indicated clearly that the depot was not needed or wanted by tile,
Iranian Army .

In compliance
w!

fit our proposals, the Secretary of Defense instituted procedures t o
require-eont•inZg reevaluation and necesrary revision of these coustrud ion proj-
cets to preclude the recurrence of Sin filar situations .

Overprocurentents resulting from ineffective supply management in Korea under the
Military Assistance Program 13-125099 Alav 2$, 13 . 5

As .fApr.1,196.1,overlirocur atentsmuoumtingtoai~outSI03,0001iadbeanincurredfo r
_ unneeded spare parts and as_e;nblies for Japatnesc-manufacture,.' vehicles because

execsses within the Korean army supply systems wcce not identified and recovered .
Inadequate advisory efforts of li .a . personnel had contributed largely to this defi-
ciency . Additional ov'erpmcuremerits of similar unneeded parts, v duecl at abou t
$693,000, could have followed had timely corrective action not been irtstituted as a
result of our review,

I ;

	

of the training of foreign personnel under th e
\1 lr .

	

. .

	

, I ;-133055, June 29, 1965
• .

	

'Military Aid Group (JUSMAt) lit Greece were
-

	

* program without taking effective action to tl )
„reek armed forces ; (2) screen and approve the
icing ; (3) obtain proper and full utilization o f

: - trained personnel-by t-1)e, Greek armed forces ; (4) further tile.. develepiucnt- of, and
?give, 13rolier :conisideratidu to, the training capabilities within the Greek armed

forces; and (b) aitain t-fie objectives of in-country cavaian spcc .ialistsfurnislred by the
United States, Our lim i ted tests of training provided or programed for the fisca l
years 1961, 1962, sad 1963, indicated training valued at about 1500,000 was un-
necessary .

Werecommended tluat the Chief, JI SNIAG, be required to obtain and maintain
informat i on needed to avoid the above deficiencies before in i tialing trainin g
programs .

	

I41F. PAGE\CC PROGRAM S

FOOD FOR PEAC E

Excessive ocean transportation costs incurred under title I, Agricultural Trade Develop-
ment and Assistance Act of 1954, t3-145520, Oct. 30, 19G 4

A disproportionate percentage of shipments made at U .S . expense was routed to high-
rate ports in east Pakistan, whereas most of the shipments which were made li t
Pakfstan'sexpenSe generall y were routed to lower rate ports in west Pakistan . Thi s
hubalance was not detected by the Department of Agriculture because it :lid no t
have adequate records on or controls over Shipments and consequently relied on th e
Pakist,in Embassy to probiet. U .S . interests fit the selection of the route to he used
by U .3 : flag vessels. We recouunended that the Secretary of Agriculture Psi ablish
tile necessary controls to correct- this situation, conduct a review of (list .ribations t o

-'

	

' obtain adjustments in all future similar instances .
i' :	 )rt charges for surplus agricultural commodities sai d

1 .

	

1

	

t Development and Assistance Act of 1951, I3-116320 ,
Nov . 17, 1964 -

Port charges involving Colomhlan consular, customs overtime, and certain cargo -
handling charges which Nvould have been properly chargeable to the . Coleanbia n
(lovernument under the terms of the agreement between the United States an d
Colombia, were incorrectly paid by the Department of Agriculture becaus ; these,
items were not properly identified .

We recommended that. (1) the Secretary of Agriculture take appropriate rction- t o
obtain from the Colombi an Goverrneniaref;md if theseuupmperchar{. soil title I
commodities shipped during the 1 '4304, period, (':) the ecrpt.ary direct that u
review be made of pert Charges to other counttie_ and attempt to reco rcr any charges
that may have beeu improperly paid : and (31 tale 'Secr(, tary direct that title 1 regu-
lations be revised to prohibit payment of all ineligible port charges Whether sbp-
arat l identille 1 or included in the ntat e freight rate .

We--also propose_' that ocean can iers of l : S .-financed Pub li c Law 4 W cargo be retInired
to specifically a'm'ity ,it rills of lading any port taxe s , levies, — other eh arges
imposed by a foreign gnveriiment .

Improper payment of port charges on shipments to Colombia of food donated under titl e
litof-the Agricultural Trade Development and Assistance Act of V)-, f . 11-I-IGS20, Rla y
20 . 1965

Our test of pan its from illy 1061 to April 1943dt ct), 1 that the I listed ' ;t a
was paying improper port charges included to tarlii ra -, while t hoe elf t,es

- should -it€eve been -paid by t ee Colomhhan Gorermnen t. aicr it.< recment wit h
the volugtirp relief agencies . This situation rr~ulted from the f .ttlurti of the vol-
untary relief agenei” and the Agency for International Pevchap).)ent to exaniln e
. .dequately the makeup of thelari ;i rites which included to : e char es .

We Tel uhunende t That ctrl edort be n ude to Opttnrl a Rftiu 1 frool I i , Colombia n
Oovernn)entf:rimproper in;rtcliline paMl hc o.tIMAll) dc4 .rlit],luwlia L
extent such D" t t tarl-,s arT being p;u,i in other count : and ti t : aariv s b e
required to ate nt v the fat t it s comp icing all I art mar es .

280 :

:tis'-*3 .900 .

$963,000.

S.;OD,000.

SBc-D,000.

X234,000 ,

?393^0 .



REPORTS INDICATING_ ACTUAL Olt POTENTIAL COSTS . EXPENDITt itlis, Olt LOSSE S
WHICH I OUR OPINION AALItE L1\L"CLSSiAR Olt RId1GC113Lu--Continue d

hileraaticaal activities

	

i Estimate d
amount

I\T£RAti£,, c]' PROGRA3is — Continued `

FOOD FOR PEACE—Continue d
Weaknesses in controls over dollar refunds due Commodity Credit Corporation for i

tadjustu:Cntsinanlounis . financed oil cotton exported under title 1, Agricultural Trad e
Development and Assistance Act of 1954 B-146820, Nov . 23M 1

The Commodity Credit Corhoration (CCC) did not have a (qu at controls for o

	

n
-

	

ternrl .nng the amount. -of refund : line ,font foreign gov e melt is ond, as it re al(, ' `1 d,g(>(j ,
d as not aware o f end hit(] not collecte r kill dollar refund to :~ bleb it vas entn led . i
For n cil year 1 1 rcc estimated that i.tic aniount or m ci imed idt nd- dui ma y
have toQded ov erslt, :̀,(1o4 . Also ecn,Iilex procerlureF for ci,llection if dollar refunds i
resulted inumuect surF interestcosts of oeer Mutin amrtially (m berr_,v . ings frc:rn i
the Treasury. Accounting ca°•ntro?, weer dollar refunds due CCC were inadequate '
and certain claims were unprop-1 reduced, resulting in CCC's failure to recover j
promttananc tu;iiited tS,Obtlunn»ally . There v :asut .o teed formoreinter .=ice
audit of dollar refund transactions under Public Lair 3So .

-

	

here mat -tars to the attc null of oll:cials of t Le Pel' rtment i
,ed'to institute certain divas a . ed at determining ,an d
way be due on past transactions fnarevd under title L

Thin also adopted it plan under which adiuzIment refund s ., ill he haul?led bet" oeii =.
-exp . ours and importer" generally without any furores IDoncl"a-V -ettlement wit h
CCC •aid which, according to tine 1'epartimeat, vvi q n-t It in a reduCicoli (f n-cr
$1 ruilnon agmi illy in the net. doll i expenditures area cl CCC n m l d the wise ~
incur .

	

1ko the cola (if internal a lht a ill be eve n e l t 'l

	

exir- it i in n
into whctl .er all revenues undareceq r .ising from i-!,c

	

. ,.~

	

1-~ratunls i=av- e
h a'n collected and props lv- accounted f(,i .

f'

	

i •

	

- "'i

	

from an inflexihJe policy of donating flour instead of whea t
•

		

• for distribution abroad under the Agricultural Act of 1549 ,
. 19, 196.5

Flour has he it proces sed or bought in the Veited . t ti and ( l eln erect to the Reps l- 1 e s3, t10,001) .- of China (Taiw,a,) v% oil though it would i:a e bcen 11ae ccot.n -'iccii to furnbn !
inccat and have t u proce ,ins done in Taiwan . 5crtion 410 of ( e gricultcrttl
Act if IM, its amended, hermits, lint does not require, ti le- Depai tuient of Agri-

. - -Cultiu e ti ply the cost of pr o cessing coinuto,ln r s donate ,- for f=mJi n distrib ation . t
The Department cf Agriculture, ho ~e ver, has lofted an inflexible policy wl trehy-
only flour processed in the United Gates has been to de nvailablc fur overseas
relief program, .

We re(7 amended to the Congress that it may iclsL• to cm t te r l egislation to amen d
section 416 of the Agricultural act of 1948, as amended, t-o peindt the donation o f
press sod eoi mnodhies, such its flour, n isttiad of v: hoe gran s (n vollmlkir y nee-ivies !
for do unlkluii.n abroad only of-I& t ;e Secretar y of :gric_ileutc la. - :etenuincd o n
a-eau e be-ease basis that it world net >izuifunlly increase co,.Is to tCe t-micro i
Stateti We rcc mar guilt- I to the Department of lgrieultt i c i ! the- A slice for
International 1)u elopme t that aet,on be t alien to ref r , nano ' .all at a stead of [
flour for donation programs in file Republic of China .

li TILIZATION OF FOREIGN (TIMENOES

mass of interest . on U . S.-owned foreign currencies in the Itepubiic of China (Tai"an) ,
11-14117I9, Nov. i 1, 1951

Ilurin the period Alarch 1962 to February 1941, the equivalent i t at `

	

t ~jk7_4 million ` ~~gtkl,OpA .
in interest wnslost as aresult oflarfe balancesol t` S .-owrn i forei-m eurlelicils I e -
ing hold in Iaal inn rvst-hcnnu bank account This loss r rilt(•d Tram the failur e
ofd% . aggnaie, tocek the agreement of the Government of the Republic of L'htn a
to pay, interest rail these holdings.

We recommended to the Congress t-hut they no wish to eunsider enactment of h gis- 1
lotion - to require that agreement he reache(i with cou!trie receiving economic is-
sistauce onthe payment of interest (in U .S .-owned foreign cutreucns . This rcc-
onnlendation-tars adopted and is included "it sect i on 301 "c) of Public Laa 89—7 1
(Foreign Assistance Act of 1965=, approved Sept b, M5

Failure- to e't -c 1 ely ut l i" exces s U.S.-owned for ign currencus to pay ul(ernatior.a l
air travel ticket costs I lehig paid to dollars, 11•146749, .Apr. 15, 19 5

U .S . li non are

	

v "ti h'ts t .{ p2,3a1U,070 .
-

	

for othual ir4c-

	

4r( .i4u cur- i
rencigs which t

	

with Seven i
of thee. countries permit the use of L S- livr nd foreign currencies for oliicial air '
trave l
AI norc offective utilization of fur ten curreue-ie is dependent oil the willinEn ss o f

.merle an air . Carriers to r ochre f reign e'trenc e m payment for air travel tickets ,
sine4 they haveivperrnr(dc- ;nsine_rabledlfllctilt~in taccirn-r~ionorccrtainfonig n
currencies into d 1 :rs.

	

,
We reconRliendel l to the Cong ss that consideration be gin en to the need for kri s

19ilve action to ensure convertibility pf torsi, i currenal
I I,~ `(-riate hinan Coirantitteereported it) amendment to11,1?-4 7,60, a Ill! to extend

ix interest efli lnration t v which would, to un e extent ccom ion h the ptirp(g a
sour nccannen lat ion, 1 he aniendi .eat. which was pa ed by t~il ,late .l Mild
requirc that. ;tl illerw t h•nal agrees cents, except those under Pubtie Iaav 4E0, in
•'ride provisions ensuring convertibility of forewn curs uo cs •acct ing under th e

3lreetnents in aruounlsnecessary to p :ir U .S . obligations Imad . 'I-a eamembnent i
Pas approved in conference and w .i enacted in Pubie 1 °av err-2-43, Oct . 9, I
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International activities

	

Estimate d
amoun t

DEPARTMENT OF STAT E

Reduced manpower utilization due to unnecessary home leave, II-146925, Any, . 211, 796 1
The Department of State sustained substantial losses in manpower utilization through I

the granting of home leave to employees tinder certain conditions . During fisca l
year- I9tti3 anestimated 63 man-years was lost at a salary cost of about ti,66,000 b y
reason of granting houte leave to employees who had been returned to the Unite d
States for an extended tour of ca t.v ; an estimated 22 man-years stands to be lost in
the future .L a salary cost of about. $200,000 by permitting emp?oyecs to earn home
leave wNle on hope leavein the United Stac ; and an estimated 65 man rear s
valuedat $i 26,000 was retained for future use by foreign Service employees who ha d

-r extended tours of duty-in the United States .
consider revising the provisionsof theAnnua l

led by tile Overseas Ditkrentials and Allow-
ances-Act of Sept: 6, 1960 ; to (a) prohibit the granting of home leave to employee s
of all agencies immediately preceding or (tiring a team of duty in tile United States ;
(b) prohibit the accrual of home leave while employees are away- from their ocer~c a
posts on liorne leave ; and (c) require, that unu€e-d home leave balances be canceled
after an employee has served in extended tour of duty in the United States .

Illegal Obligation of Expired Fiscal Year 151 Appropriations R-14,4703, Jan . 15 . 1965
The Department of State continue(] to obligate certain of its fiscal year 11,161 appro -

priationswell after the date of their lawful expiration on June 30, £961 . A touil o f
206 purchase orders in a conibined amount of about ?513,000 were processed betwee n
July land July 13,1964 ; backdated to June 30, 1961 or a prior date ; and charged t o
fiscal year 1964 appropriations.

As a result of our findims the Department removed the improper charges against th e
fiscal year 1961 funds .

Overpayments of per diem travel allowances, B-14G703, Jan . 18, 1965
Our examination of travel vouchers paid to Department of State employees during th e

months of Angtst a111 October 1903 at 105 of the Department's approximately 29 0
ovenca posts disclosed that $9,075 in overpayment had betit made on about 45 per-
centofthevoitch_rsexaiuiued . Thescoverpayntent.sresulted from thewidesprca d

- failure of Torebm Service personnel to properly interpret and apply certain clianQe s
made in tine Pmvign Services. travel regulations effective May 15, 191;3 . If the error
rate holds into for the other vouchers proco s -od during the period between May 15 ,
1903 and Rt ay 25, 196£ (t lie data. he Department- advved the po sts of our hn .lil s
and reempltasiml to them tha proper interpretation of the re . .datin;ts), we esti-
mate that additional overpayments totaling :about. i 1-10 .000 wri=t made .

The Departmentagreed with our proposals and h :is taken action to obtain coAllpliahnee
with tile regulations, and recover moneys already paid out erroucously .

DEPAlITME\T OF C'OMMEcC E

Unnecessary costs resulting front defieiencies in construction nc!hities of the later-
American Highway progrinu in Costa Rica, R-I18653, Sept . I1, l9&t

We found that excessive or umiecessary costs wow incurred ncc=iaise ofexcessh•erenta l
charges of about $69,500 for tile. use of Costa Rica-owned equipfnefn ; an amwar-
ninted waiver of a contractor's liability for liquidated damAge clro~"s amaountfn y
to ;50.•n1U ; and unnecessary use of consultants for bridce design work resuitin r i n
additional costs of 68,000, The U .S. share of the ce;tsshc or unnecessary cost s

- wvas about $125,000 .
The Depart uent. advised that corrective notion is being taken iu oonnect.iou wit h

our proposals that (1) .ippropriate adjustments to the equipment rental be obtaine d
front Costa Rk-a; (2) the validity of the equipment rental rate schedule be reex-
aruined in rehilion to victual assts experienced ; and (3) contract time extensions bo
approved only after a clear showing that circuntstanccs are actually such as t o
preclude or undnh' restrict the catisfaartory prosecution of all or part of th, work .

Unnecessary costs resulting front inadequacies in tine administration of the Inter -
Amer-Jean Highway prmYranrin the Republic of Panama . R-118653, star . 24, 1965

The Bureau of Public Roads initiated and approved curtain excessive contract pay-
ments of about $114,0M of which the United States share, was z"m .Mf) . uy a t lo"hi t,

- tolerances for earthwork meAsfuenaents, which wwero not required under the term s
of the cont r-aet-s, and approved I questionable, contract award of $1 million withou t
adequateas-sniance- as to tine reasouableneas of the tvrce . Also, tho Bureau has
been generally unsuccessful in its elforts to have Panama ulaintsifia tlmrights-ofwa y
free. of encroachincnts.

ISDEPENDENT Ao ENCtES

Audit of 1':wn~,1( .II~ : ;:-`r •. 1 ; :: lC of ~~`tislllitEtln, tleral yf`ar 14!11,

	

1 1-116 5
t •i

	

`

	

$372 .t. imllimt of 4G2 lurcent 1- rtiaipatio a e` t-ille .;tos io e0111-

0, 1904, indicates t-hat the i nterest rift would hal p. been
areent less it the Treasury hod as,uerl set uri t i ,s direel lw-, an d

- hp -au'e of the-atuerence- in interest rites, the additional interest cost to fie Govern -
ment over the year tern of the car Hl=rates if held to maturity would amount to
about $3,5 amnion .

$1,492,000.

X513,000 .

j $149,000 .

$1 :5,600.

$:1,500,0x0 .
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UNITED _STITES I\P6C3S mo CETCY

to

	

!rivet allowances, B-1186 .54, June 1, 196 5
travel vouchers coffering payments to the Agency's em- ' $42,000 .
found that oterpayinents of per diem aLon :unces had beci t

r * i'^ . . •hi, ^~ -, ",,,, ^,i "'he overpayments resulted
interpret and -atppiy certain
regulations effective May

t $.i2,t130 were made .
udancowitll our proposals ,
recover the overpayments.

283

i
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EXCESSIVE PRICES AND O'mER EXCESSIVE COSTS INCURRED BY THE GOVERNMENT UNDER CONTRACTS—Continue d

SUMMARY OF CASES REPORTED TO THE CONGRESS BY THE GENERAL ACCOUNTING OFFICE DURING THE FISCA L
YEARS 195745--C:'ontianLie d

Report Remainder
Recoveries

Contractor Procuring Amount of to Tune 30, Remark s
agency excess t 1965 No further unde r

Reference Date action to consid -
be taken eration

DEPARTMENT OF I>EFENSE CONTRACTORS—Cen .

wolltinghouse Ilectric Corporation, Sunnyvale, B-146833 Dec. 1963 Navy	 $65,000 ___ _____

	

_ ____________ $65, 0(10 Case under consideration b y
Cnlff . the Department orthe Navy .

Westinghouse Electric Corporation, Air Arm B--132963 Apr . 1959 __--do	 .__. 933,000 S933, 000 ----------- No evidence ofnw.oceryacitiou
Division, Baltimore, Md. taken by the Navy .

Westinghouse Electric Corporation, Aviation B-146035 Dec. 100 ---- .do	 1,010,000 ,$1,010,600 ------------- --------- _ Contractor has filed a brie r
Gas Turbine Division, Kansas City, Mo . with the General Account-

ing Ofl cT for repa .yrnLilt ,
Westinghouse Electric Corporation, Steam Dl- 8-146733 Sept . 1963 __-_ .do	 . ._ 1, .153,000 1,025,000 328,000 __ .,	 ._ Department of .iustiaeaccepte d

vision, Lester, Pa. comprouuse offer of
$1,025,000 .

Westinghouse Electric Corporation, I'lttshurgh, I3-146$40 June 1965 ._-__do	 216,000 ------------- 216,000 . . .. . . . . .. . .. .. Departinem of the Navy and
Pa., prime contractor ; Combustion Engineer- the prince contractor dechned
ing, Inc ., New York, N .Y ., subcontractor, to seek a refund from the

su bcont : act ar .
Westinghouse Electric Corporation, Plant Ap- I3-146733 July 1962 _ .—do	 1,066,000 ----- ------- .	 .._-- 1,066,000 Case under

	

b y
paratus Department, Pittsburgh, Pa_, prime the Department of Justice .
contractor;

	

Westinghouse Electric Corpora-
tion, Atomic Equipment Department, Ches-
wIc k Pa„ su'i c ontractor

Do 11-146760 Dec . 1962 _- ._,do .	 2,241 .0oll - ---------

	

_ 2,241,000 Do .
WestinghousePLetrie Corporation

	

Plant : P- B-146760 Jan .

	

1995 	 do	 ._ .. 65,000 . . .

	

_

	

_

	

-_ Pis, 000 __ --------- Depart mentofthe,Navy dc -
paratus Division, Pittsburgh, I l a., prime con- clinedtorevise itsdetertnina-
tractor ; Crane Company, Chicago, Ill., sub- Lion that the charges in ques-
contractor . tion were allowable unde r

the cost-plus-a-fixed-fee
prime contract.

Westinghouse E2ectrfcCorporation, Plant Ap- B-146733 Mor, 1964 	 do	 490,000 ------------ --------

	

--- 490,000 Case under consideration by
paratus Division, Pittsburgh, I'll ., prime con- the Department of the Navy.
tract-u ; Foster Wheeler Corporation, Living-
ston, N .J ., subcontractor ,

Westinghouse Electric Corporation, Plant Ap- B-146760 Feb . 1904 	 do.	 280,000 .	 . . .

	

. . . . . . .. 280,000 Case under consideration by
paratus Division, Pittsburgh, Pa., prime con- the Department of .lustice.
tractor; Edwin L. Weigand Company, Pitts-
burgh, Pa., subcontractor .

Youngstown Welding and Engineering Com- B-146933 Oct .

	

1954 	 do .	 215,000 ____------- ------------ 215,000 Do.
pany, Youngstown, Ohio,

69,58?,000 33.542,000 3?„341,000 1Total, Department of Defense Contractors	
1

.	 125,365,000



CIVR, AGENCY .CONTRACTORS

Jlimax Mol;;bdcuum Company, New York, B-133252 July 1960 General Services ,1,270,000 ..__ _ :	 1,270,000 	 Norccovery'actioutakeu .
N .Y . Adminis-

3endix CorporAion, Kansas City, Mo ., prime A-114878 _Asir, 1964
tration .

AtomicBlnergy 49,000 ----------- 45,000 ------------- Department of Justice close d
contractor; Nyman-Gordon Company, Wor- Commission . case wlthoutrocovery .
cester, Mass .

, SandiaCorpora ion
ntAlbuq .

+

	

lbuquergtte, N . ,Mex., 8-114878 Mar_ 1962 	 do	 °-_- 347,1100 347, 000 ----------- -°	 Recovered

	

through

	

roduu d
and tbo' Bendix .&rporation, Kansas . City, prices

	

tuider

	

subscqucu t
Mo., prime contractors ; Raytheon Company, orders .
Newton, Mass ., subcontractor .

Sandia Corporation, :Albuquerque, N . Mex. ,
'prime contractor, subcontractor :

Borneo; Laboratories, Inc-;Beverly, Nlass___B-114878 Mar. 1963 -do	 102,000 -_-__------- 102,000 ------------ Volunwry refund no t
requested ..

Catalyst Research Corporation, Baltimore, B-114878 Mar. 1963 	 do---- 40,000 	 40,000 	 .__ Request, for voluntary refun d
Md, did not result in recovery .

Curtiss-Wright Corporation, Wood-Ridge, B-114878 Mar, I9fi3 - . ._-_do---- 189,000

	

.,-__ 1 9,000

--------

	

--

170.

N .S .
Telex, Lncorporated,St .Paul, Minn ,	 B-114678 Mar . 1963 ..____do	 .___ 154,000 ------------ 151,000 Ito .
Waste King Corporation, LosAngeles, Calit . B-L'4878 Mar . 19O3 .____do	 „ 132,000 ------------- 132,000 T)o .

Union Carbide .Nuclear ~Company, Oak Ridge, B-114878 Oct.

	

1963 	 do	 4414,000 -------- 4&1,000 VoluV.aryrc[uncino t
Tend .; prime contractor ; Fairbanks, 'Morse requested .
and Company Yonkers N .Y., subcontractor ,

uVilmarAssociatcu, Inc., Wasliington D G B-114874 Jan .

	

905 Post Office 11 7, 000 112,000 _
Departmen t

1
~ M

Total, civil agency contractors

	

__-- .	 _______

	

____ ____________ ___ 2,559,000 459, 600 I

	

2,400, 000 . . . .. . . . . .

Total	 .----`-__ . ..--- ---

	

-

	

--- - °----- ------------

	

-- 1.28, . ?24,000 - 0
. .
041 000 3c 94.

	

,1100 ~

	

22,_ . 41

	

000

1 Amounts do not agree in every case with findings shown in GAO reports due to adjustments made to rt-flect the result, of t he i encic s ,fictions on such report xx;h a (1 )

expansion of recommended action to other contracts ; (2) adjustments found necessary when negotaatums were reopened ; and ( :i) recoveries cum.{e. by the agenaics in sittmtinn s
where the original negotiation files lacked sufficient data to make possible the Inclusion of a measure of thw extent of overpricing of c w. tracts in t he audit report _
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AUDIT RE'POR1`S --,SUED DURI\T THE -HSCAL YEAR 1965—Continued
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Examination of financial statements of the Export-Import

114 8

-
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PRINTE t:0NTRA(:TORS AND S B( ;f)NTRACTORS ()F THE, CTVIL DEPART .
xti4vrS AND AGEN(A S AT N IIHM CONTRACT AUDIT WORK WAS
PERFORMED DU1UNG T11E r'I`S( ;AL ) EAR 19Ci .5

Examination is Made of selected financial aspects of the contracts .

Reports are not issued on each audit .

Departinc,tt of t gric,ulture Ab mia Enrry,t Cantor .mi+„t -Cortintit d

Catholic Relief Services --National Catholic We!- Radio Corporation of America, Illee-trun `I ubo
fare. Conferen,Neu+ York, N .Y . Division tsuhcan r acton . Harrison, N .J .

Cooperative toe

	

American

	

Relief

	

l veryvdierc, Reynolds Electrical C: Engineering Co„ ?nc ., La s
-

	

-

	

Inc ., Nev.- York,

	

.Y .
Corn Product C .u,NewYork,N .Y .

1 eggs . Nov .
Reynolds

	

Electrical

	

&

	

e ngineering

	

Co„ Inc . ,
Drew Clicuilc iCori) .,Ne

	

York, N .Y. ~Mercury

	

Nev .
India Corn ., Albuquerque, l

	

Mex .GNewYork . N .Y .
NutulaCorp No

	

York, N .Y. andia Corp

	

Liv ermore, Calif.
Sparton Corp

	

(subcontractor

	

Jackson, mich .
Department of Comm€rce Stanford Linear Accelerator Center, Palo Alto ,

Calif.
Raythcon Corp .,Soutli San Francisco, Calif.- Union Carbide Corp ., Nuclear Division, Oak

Ridve, Tenn .
Department of Health, Education, and Welfare United Nuclear Corp ., Herintite, Mo.

- United Nuclear Corp-, Nev.- Haven, Comm,

	

-
Un iversity of Chicago, Chicago, Ill . University of California, Berkeley, Cnlil . _
University of ll rscor"t it, Madison, Wis . University -,f Chicago, .fir-tonne, Rational La}aora .

tort', Lemont, Ill .
-

	

Department of the Interior University of Illinois Urbana IL L
t-nn'ersity of Mint -ola . MmneapoliS, Minn.

Yutana Barge Lines, Inc . . Ncnana, Alaska I nivcrsity of 1Vlsctt tiin, Madison, Wis .
- N rakers, [tic . . Sr. Louis, Mo .

	

-
Deparinunt of Labor Westin g house Electric Cori) ., Atowic Equipnn-nt

- Division, Chesirirk, Pa ,
Chleaco Transit. Authority, Chle"go, Ill . Westi7ghous2_ Electric Corp ., Pittsburgh, Pa .

Zia Co ., 'rite, Los Alamos, N . Met.
-

	

-

	

Post OIlee -1hpartincid
-

	

-

	

- District of Coh , -Fabia Gortrumcn t
McCloskey and Co., Ph11 adClph iii, Pa .

Electronics, Inc,, Rockville,Md .12t,hino OsborneCo .,The,Cleveland, Ohi o

Deparfnunt of the Truisury Federal At ration dgetuy

	

-

Cooper-Bessemer Corp ., Mount Vernon, Ohio Rvvthecin Co ., Nai t n l e i *hton, Mass .
R .aytiteon Co " (1111- c -

	

Ma-
Atomic I;ner y Cauunissi„ii Stanford Resv . reh rnatitute, _Menlo Park, Calif.

tCF Industries, Inc.., Albu luercpre, N . Iles . General 5micrs _Armin =hation
Aerulet-Gemr 1 Corp ., 1 i

	

Calif . DDel L . W t 1 C'crp

	

Phoenix, Ariz .
A-eroyes Corp .,

	

Ili-t~ Lhv-lo!i

	

;c1ih(oniraett'r', Diohald, fiev_ lLunillon, Ohio
-

	

OLe e rll If L nie

	

Mcial

	

Products,

	

Inc.

	

lsubmniractor) ,
allts E.l uhahncrs 3ianufacturing Co-, AMihvaukec, N(,,(,irk, N .J .

Wis . Charles Luckmuri A"odlitt'. Inc., -New York ,
Associated

	

Universities, Inc., lirookhayen Na-
a

\ .l' .
-

	

~(iot

	

ILalioruory

	

Vpton N .Y, Mo lvr Safe Co ., Hamilton, Ohio
Atomics Intern.ational,,a Divi s ion of North A:merf -

fiat Aviation, In ,Coro aLarlc Calif V"ah"110 .l meal

	

erind&lac(Ad,ii,-'rafi, n
- 23abtockand i\ileu Co,I3vberl i

	

obi o
Babcock and Wilcox Co ., Ltnchburg . Va . Aerojct-U(nrral Ccrl, ' ni z a, Calif.
Bendlx - Corp. .,

	

Kansiii, City . Division, Nausas Aerojvt-t

	

ncrzii Cz rt

	

. Nicol ns

	

(' ; ;iii .
City l-Mo. SIR+

	

card

	

\l in„f

	

turun

	

Co ., F ivi,lon of tlic
-Brush BerglthunCo.,ChyC,and,frliio Oarref tC

	

r,i . .1

	

1nazlc+

	

Cal i f .
Brush Bcrvl(nun .G2,Fhuree,6hio AirPro,lmtsandChemicals, Inc..,Allento :vn,Pa .

	

-
Cilifornia

	

I abricatc;s,

	

In(,,, .

	

(.;ubcoiur

	

tor ;, lviuuic R1 Caret, Corp, Wet llelmlu cad, N .Y .
Oskland,Calif. Ueech Aircraft Corp., Build, r Colo .

C_ inntiustion Engineering, Inc .

	

(suhcontrue.turi, B ceh Aire,

	

It Corp

	

Rncbua

	

I

	

ns ,
Chattanooga Tenn . siding Co_ Tip, . New Orl -au

	

La .
du Pont, E. L, tie Nsmo•us & Co ., lice_, Aiken, California ln .titu

	

of rcchilolo r, Jet Propulsion
Lahnritry, Pasadena, Calif.

General Electric Co ., Richland . Wash, Cess na aircraft Co

	

Wichita, Kans.
General Electric Co., Knolls Atomic Power Lab- C_ t iylser Corp., Space I>ivlsion New Or le n

	

La .
oratory, Schenectady N Y . Con :ult mt .. and Designers, Inc

	

New York, V .Y .
Ifevccl I'ruducts Inc . (subcontractor), Berkeley, Douglas Aircraft Co ., Inc ., Santa, Ntonua, Calif.

Lt.

	

f. C cnerai Electr i c CoApollo Support Department ,
Llolme & - Narver ;Inc . (subcontractor), Berkeley, Daytona Beach, Fla .

Calif. General Electric Co., Direct bnergy Conversion
Ilolme & Narver, Inc . Aonolulu Hawaii Operation (suhco tractor), Lynn . Ain. : ,
Holmes

	

: Narver, Inc . Ioc Angelus Calif, Ortinuuan .Aircraft Engineering C'orp ., Bethpage,
7loiuiea <

	

tiarver, Inc . 1

	

s Vegas, Nov .
J . A . Jones Co ., Richlanr

	

Wash . Ifeliotek Division of Textron Electronic ;, Inc, ,
Lawrence Iladlatfori Lao tratory, BerWey ; Calif . SSlinar

	

Calif .
Lawrence

	

Radiation

	

Laborator y ,

	

-Livermore, I ma, Tvmeo-Vougla

	

Inc ., Arlington .

	

ux,

	

-
Cali f.- Ling-Tel un V(nrgh l

	

file ., I)allas, l <x :
Los Alamos Scientific. L .,e mitories, Los Alamos, 1 nit 'i' c con-Nought

	

Inc_, Grand Prairie, Tel .
N . Mm Ulu} Terilen-Vonglit, Inc ., (,renvillo, Tex . -

Nietais'and Controls, rue ., Atilclioro, MaS4. I-wkhced Missiles and Spa€e Co ., Sunnyvale ,
Nuclear

	

Fuel

	

Surviees,

	

Inc .

	

{saocontroctrr), Calif.
Lrnin,'Peun, Mason-Rust, New Orleans, La .

; i7t~



PRIME, CONTR-%C ORS AND St-BC()\7'I(AC`I'()riS OF'1'111. CIS"It,D1:1 1 AR'' -
\IENTS AND AGENCIES T Witt(:I1 t O-WRACT AL:t)1`i' tC'1)KIi WA S
I'ISRIORMED 131IiiUN U THE FISCAL YEAR 1465--C.ontintru d

oaal acronuutic& and Space L :mbifltrat :rt— `if'i

	

to,I moh r,

	

L:-iwrt ri~r, E -

	

nd ,-
Con tinueil C t1i f__

S[eDonircll Aircraft Corp-

	

t

	

1 Dais, AI Ppr tr Li, D

	

n i n of

	

h, %Irau E' c r I iea, Inc_ ,
-

	

\,rtlt

	

American

	

Avi-ihfm,

	

III(: ., .

	

Los

	

inpl_s, North hull ; tof

	

t

	

: : i .
CaliL 'rear tn .iustrial 1 ilni co., IIousttiu, ' I`,x .

North American Aviation . inc., _\utonetiis DM- Union Ciarbid

	

C( .rp„ Li- le II,} i=_ant, N,m )ork ,
Sion, Am win, Calif .

-

	

forth . An

	

lic:ui

	

kvi9taon,

	

Inc .,

	

Rocketdyne (Twic'!Stat{s lie hramficli-1"'i neu
1)ivi~it 11, t anoga Park, C-'tilif .

_

\firth American Aviati' ;n, Inc ., Spnop and Infor- Clericno I .Ieutrie Co ., -r.<!ni,,ii 1 ' r :,ilucts Opera-
Illation

	

S\zz ms Ditisionl

	

Dotney, (" :Ilif. ti,I1

	

X411i,t~nllir .fCtoT~, Wit'

	

3Cnct`, ": .)• .

	

-
Ryan Alr, iatitieal Co ., San Diego, C+ahf . Vwtor Ammatt graph Corp ., Ph om fill', Conn .

PIUMIS CONTRACTORS AND 3UM"ONTRACTORS 01, TIE MILITAR Y
DI~'AR'C~1LZ'fSA'i'~~/IIICII CCU!'PKACl' _4UD1'i'~T'O1i1~~C~ .~6PIs'RFOR .rII-D
DURI\G TI E FISCAL YEAR 196 5

Examination is made of selected financial aspects of the contracts .

Reports are not issued on each audit .

ACG Industries, Inc,.., Carter Carburetor Division Boeing Co ., 'rile, V ichita, Walls .
(subcomi-m-tor), st . Lonis, Mo . BorV, Warner

	

Corp .,

	

P ee.co

	

Products

	

Division ,
1 .X1FIlcnrd,Inc. tsab outru-tgr),Shsiciort,Ila. Bedford, Ohi o
Accurate I>ic Castiw. Co, (subcontractor), Cleve- Braun T wuinecring Co. tsulmmtrtctorl, Detroit ,

hold, 011io %I ich ,
a Lion m infacturniv Co ., Inc ., Philadciphig, Pa. Burrs Acro Scat Co., llurbumk, Calif .

-

	

-

	

lcroned AIar ufuct .iri

	

Corp-, Mlddletosn, 01no Bu roit_bs

	

Co . P_,

	

Dt'troit,

	

,Mien .

	

-
Btulc

	

Corp ., Alilit

	

Eblf:tronic Com pDoentey Plant, Downey ,-

	

=1cro,ebuo ierat Corp . ,
Calif .

Itils

	

ry

	

ut[•r
1J vivid, Detroit . Mith .

1frol('t-('wneraI corp .,

	

ri Monte, Calif . Burrougliq t '. irp, Paoli . Pa,

	

- -
Aeru;r,t-General Corp ., Ninibtts, Calif . Gadnl,c Ga,r Co ., We'l Co .;st Dlvisirm, Cr, t. :
kiljet-C u,cral

	

Corp -

	

:~'on

	

},-srmsu

	

Cooler, Mes a, Cdi f
kzlml, r-,,Iif. Canton

	

Drop

	

I'orrin

	

and

	

Slam tf .eturuts,

	

Co.
kcrosps e C ,rp ., 11 `'uctindo

	

calif . (subcontractor), t

	

t t

	

I

	

Olu o
Air Products and Chemicals, b w ., lwxle-rtowu, Ceir,

	

[Ile . isi.ix nnr_.et, rL Sum Fr

	

c_ Co, Calif.
Pa,-

	

- Ccss,a

	

Airelift

	

Co .

	

tsiflyu itraetor),

	

R•iehitu ,
iliamii Corp

	

abt

	

itr ctor7

	

T

	

ullahoma, `Fenn . h ans.
k nerieau A i r Filter, In p .. :zt, Lows, Flo. Chrysler

	

Corp .,

	

Deficit

	

Tim,:

	

Plant,

	

li'arien ,
tnietek, line ., Sellori

	

ilie, Va . Milli .
-

	

-

	

-

	

Ampox Corp., Redwood, City, C•ahf . C-layMer

	

Corp .,

	

Defense

	

op ration

	

Division,

	

-
Almon Corp., W ;nIkesha ; Avis. Defense I neineering t i ut, Cent r Lifiv, Mi -h ,
Arde-l'orilvld, flit., Soutli Ivrttlad, Alatine Cleveland Pixnfnutin'Tool Co., Cleveland, Qili u
Armour Rc t.edreh Ir oundation of Blmols, Instituto C levite Corp, C le,eltnid, Mum

of Technology, Ch i c ozo, III, Collins Radio Co ., Cedar Rapids, Iowa
-

	

Atwoixl Viieumn Mae l iilo Co-, Pok ,lifor(1,In .
-

Collins Radio Co. . Richardson,

	

rex ,
Automotive-Reiitals, Inc ., Mcrchantviile, N .J . Colt. llubrstrics ln< .,

	

Cntndicr-Evans

	

I)it-skm ,
kven Corry

	

Nashville ,
Cs
'Tenn . West Ilariford, Conn ,

k ;enCtup„ Stratford,

	

min . Combustion

	

Lu_inloring Corp . (subcont€actor) ,
Mass, Chattanoog .,'1'clu1 .
Richmond, Ind . Compndti-ne. Cori)-, Hatboro, Pa .

-

	

-

	

„ New Orleans, La . Con threittal

	

Aviation

	

and

	

Engineering

	

Corp, ,
'

	

I., Tho, (saboontrictor), Pulroit, . Mich .
-

	

•

	

• l mdnental

	

Aviation

	

and

	

Engineering

	

Corp ., -_
.

	

Fontex Division, Carroll- -

	

Toledo. Ohi o
ton, Tea . Continental Motors Corp ., Detroit, Mich .

Bath Iron S't'orks, B nth, Maine. Continental Motors Corp ., Aluskevou, Mich .
-

	

Battelle Memorial Institute, Columbus, Ohio Control Data Corp,, . Minneapolis. Aaiun-

	

-
Beech Aircraft

	

Corp (subcontractor),

	

Wichita, Cook Electric Cc,, Morton Grove, Ih,
Malys. Cutler-liammer Inc., Airborne Instruments LO)-

Bell Tlolic,,iytcr Co„ Hurst, Tex . orators Division (subcontractor), Deer Fare,
Beudix Corp ., The Baltimore, Md . N .Y .
Bcndix

	

Corp .,

	

`iho,

	

-Eclipse-Pioneer

	

Division, Defcx Shipbuilding Corp. (subcontractor), Ba y
-

	

Teterboro, \;J . City, Atich .
Ber dis Corp ., The, Detroit ; Miele . boughs aircraft Co ., Inc. ; Charlotte

	

N.C.
Beadix

	

Corp .,

	

The ;

	

bilndix-Paciile

	

Division, Douglas Aircraft Co ., Inc., Aircraft Division, Long
North Ilclivrvood, Calif . Ben h

	

Calif.
Bondit Corp: , The, Bendix Products Aerospace Don lis~ Aircraft Co.,

	

In(!.,

	

Missile - and

	

Spac e
Division, South Bond, Ind. Division, Santa Atcui a, Calif .

Bendta Cori) ., The, Behdiz Systont Division, Ain Douglas Aircraft Co., Inc ., Nivibus, Calif,
_

	

Arbor. -Mich . Do e;las - :Aircraft Co., Inc ., Tulsa, Okla,
Benda 10orp., The, Mishawaka Division, Misira- Doll` -Metal Products, -Aladisou, Ill

waka, Ind . DFhslectron Corp ., Lake Charles, La ,
I=his; E . W . Co . (subcontractor), Canton, Ohio Eastman Kodak Co., Apparatus anti Optiu~d
Boeing Co„ The

	

Ogden, U tall Division,

	

Rochester,

	

1.
Bmiin

	

C l

	

The, Seattle, 1

	

fsh . Erner on Electric Corp

	

St . Louis, Ato. -
BoC:itig Co. . The, Vertol Division, Morton, Pa . FMC`

	

Corp ., San Josi

	

Calif,

-

	

-

	

325
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PHTIII, CONTRACTORS AND °L'1 .Coxp,.kc ,r(ms ()1 ,, 7'IiI Ntil,l'umn ,
DEPART111 NI'S,1'I WIMAI CO'NTR ACT -1t-1)L'I'\t'(_)Ii1i CF \S I'I' .KI't)R 43IsI3
DURING THE FISCAL YEAR 1965---Ctnilinued

r re!old t o n_ a .,mi Iii,tru n nit-Corp

	

yr8-ct ,
N .Y .

Fa =r_IIild ifiller

	

int . Au ;n,±tn:a, Fla .
} airchild biller C +,rq, -, -it . t -rersbur-, Flni .
1-arr.rnd Controls

	

(_subc n r. ctor), Valh ill , , ,
N .Y .

Fires )neTire and Rubber Co ., The, U- roe . Ohi o
Pralikiin -Institute of Pennsylvanra, Philadelphia ,

Pa ,
1 tiden, Inc San Leandro . Calif .
Gaireit. Copp ., A f

	

- .frch 4lauuheturin-: Co .
Division, Los An °a v s, Calif,

Oarrett C`cirp ., AtReseareh Mantfactu rn_ Co ,
Division 'Porto ; .c Calif.

(I otedi t Cal Corp ., C u-1-and ,
Gene- r l Dynamics Corp ., Astroii autic~ Division ,

S:ua Divert, Calif .
C 3neral Dynanic C urp ., Ili tric howl U vC ;~ln ,

Grown, Corot ,
General Dynain i s Corp . . Cwnerai Dyn :mic ,

t' 1=etratne, Rc _lo a N .Y .
Gcf .tr,al Dyn .mucs Corp., Port Worth Division ,

1 1 'rt Worth, Tc 1.
Oellenai Dynamics Corp ., Pomona I), :is'ota ,

I ireon Cal i f .
. Gcneril Dynarinvz Corp ., ctromuer5-Carlso n

Division, Rochester, N .Y .
(loner-tl I le,trie C2, Ciucutnari, Oln, i
Urneral 1 leetric Co Fitahbure yL ate: ,
Crenerai I lect_ic Co,, lieavy M ofiry Llectrouics

Division, Synacus€, N .Y .
Owneral Electric Co., Knolls Atomic Po,cer Lab.

oratory, Schenectady, N .Y .
Gen,ral Electric Co., Machinery Apparatus Op-

eration . Schenectady, N .Y .
General Electric Co ., Pittsfield . Pilms_
General Tlectric Co ., Valley Forge, P a .
Iencral Electric. Co . . West Lynn it ,ss .

General \Iotars Corp., AC Mark Plug Divisio n
(subcontractor), Milwaukee Wis .

Gonerai Motors Corp ., AC` Spark Plug Division ,
Oak Creuk Wis .

General 'Motors Corp., Allison Division, ( lev'ohin d
Army `-ank _Autoutwive Plan ;, Cleveland ,
Ohi o

C,envrol Precision Inc., Keartott Division, Little
Falls. 1,7 .

General Telephone and Electronics Cori) ., Sy-1 -
v ani, Electric Co., Needliui,'ia ,.

General Telephone and hh-ctronie. Cori) ., Syl-
vania P-leatronic System, tl altham,'iw.

General r-inie Corp ., Westeloi I)ii Lion, Purn, Ili .
Oianilini (Controls, Inc., Durate, Calif .
Goodrich, B . F' ., Co-, The, Akron, Ohi o
Goodyear Aerospace Corp ., Akron, Ohio
Gould National Batteries, Inc., St. Paul, Minn ,
Grumman - Aircraft Engineering Corporation ,

Buthp{ie ,
Cyrodyne Co . of Anerin, Inc., St . Tames, N .Y .
Ilarey Aluminum file ., `romance, Calif,
I-leito Aircraft Co ., Pittsburg, Kans .
Hercules powder Co,; Raeehns, litsal r
Tlnrcules Powder Co„ Wilmington . !let .
Hiller Aircraft Corp Milnlo l ark C;ah [
Itone.Ewell, Inc,, Aeronautical Divi sion (subcon-

tractor), Minneapolis, Minn .
I3oueywell, Inc„ Denver, Colo.
Honeywell, Inc ., Ordnance Division- Hopkins ,

Minn .
Honeywell, Inc . (subcontractor), Su Petersburg ,

Fla.
Hudson Instituto Inc,, Ilannon oil tile Ifudion ,

N ;Y.
Il nghes Aircraft Co_ Culver City, Calif.
Ili jvhes Aircraft Co ., Aeroatrice Group, E l

Juan, c = hf.
Ilui~ :~ d Urvraft Co., Ground Syst(-nis Group ,

rill = -i In Calif, -
IIu !

	

Ain-raft. Co ., Splico :s(outs Division,
_ El ri`aando, Calif.

Hydrau li c Resesareh lti?.nufa•,turng Cv-,Bur—
b unk, ( . ^,'if,

a n alts Shipbuildin g Corp„ The, I a ca old s
MIAS .

Intonation al I,nr,frt s Mllch,uc~ Corp., Rork-
a ille, Mid ,

K'6

I iIi~r ,ition :d L , .uo=, %% .whin,-s t ' or p, . .,;con .
ira t t

	

--; :in 1

	

C ;alit .
Tepp,

	

nd (- , 1 .)rvrr, Colo .

	

-
Kld.,er .-1 ~rrz:pa~~n, sand !?t I .te.5ui 5 r - . i , .

tractori, Palo Alto, C.P,if.
Kafscr Corp . krie, Pa .
Kaman Nuciv Ir, Color i,I sprittu, Cos , ; .
Kanaar Corp ., httt stow, 1'a.
Kidde, ilalLr, and C l) ., tile., lir'llt-viDo ,
Kolisna,n i
Koilsnn,nr instrinh'nt . C orp . ,

	

' I;le n hurst, N .l .
L, her>atori for Lie, troni,s, lloston . ]I2s .

Lad at Co . _ i,-nbundrac: rr C .r,lldiy ,
D , ar Sillier, Inc, Ni utintrilctot ., ['levelanf ,

Ohi o
L°ar

	

~~rler, tile ., In_trunn,_r,t Div-i~ion, Gr,inf l
R-.pi+i., Mich .

Line tfn Lab,imriry. M: . chnsclis Institute o f
Technolo:;v, Ile4for,l . ilass.

Lin; Tv rnvo-i` lrlit . Ine., Arhy wto . . Tox .
l .in ; `I`enrr;,_pouehl, loo ., 1) .dLui, Tex .
Lit=;-Tesneo Vouelit, Ine, C arkilld .'1'es .
Lht 'l'emco-Voi:,~ht, Inc ., (banal Prairie, Tex.
Lin_ Perucn-Vought, III( .., Groenvillr, Tex.
Litifm Systems, Inc ., Amec,nr Lafhnttatian an d

Control bivi,son ('subcontractor)_ t een Spring ,
lid ,

Litton Sy-stetus, Inc ., xVie'<itand II -I-_, ",def .
Lockheed Aircraft Corp ., Burbank, Calif
Locknsiai Airrr-aft Corp . . }Marietta, Ga.
Iockhc,z d Aircraft Corp., Lockh-c-l-Callforni a

Division, Burbank, Calif.
Lock,sed Missile and Space Co„ Sunnyvale ,

Calif,
Loekhocrl Shipbuilding an,l Constrnetion Co . ,

Seattle, ii',ash .
Lukens Steel Co ., Coate v ille, Pa .
M eni nos Co. Ph . Port llsryne, Im9 ,
Marquardt Corp ., O- Jon Uta h
Siartfn-linker Aircraft C . .., higher Denham ,

En}lau d
Martin Marietta Corp ., Baltimore, Md .
Martin, Jlariotta Corp ., Denver, C~ilo,
Martin Marietta Corp ._ Orlando, Fla .
'ifeDonnull Aircraft Corp ., St . Toms, Mo .
_NIvKee, Arthur G ., awe Co„ Cleveleuid, Chin
Rlclp_ar, Inc ., FuIL Church, t'a .
'dine Safety= .Applsauc's Co ., Pittsburgh, Pa .
Mitre Corp, , ho lford, ALa< ; .
Nor Invest Airlines, Inc, Minaeapohs-St . P ;an l

in cru atonal Airport . St . Paul, _vi±nn .
Mosier _ate Co ., I[amilton . Ohl,)
National he ad Co . tsuhcontract sof t `t`olcdo, tOld o
Now t,.art Nvia- Shipbuilding and Dry= Dock C' a „

Ni . sport News, Va .
Newton-New haven Co„ Brest haven, Conn :
North America na Aviation, Inc ., C-}oiumbll,, Ohi o
North Amiziean Aviation Inc., I'i Sul mil e . Calif,
tnrtb Anicrican Aviation, Inc,,, Tulsa, Okla ,

'north American Aviation, Ine .., Autonvu s Divl -
, ioii, Anaheim, Calif .

North Anierivan Aviation, Inc., Los Angele s
Division, Los Angeles, Calit.

North American avfotion, tire., Ronetdylle
[)!visi on, McGregor ' Tex.

North l,ii-ctrii (o 'sui>contractor' :aline_; Qhio
Northrop Corporation, Ifs Atwele (- 'ali t
Northrop Corp., Nortr,)nits Division, A ruLelm ,

Calif .
Northrop Corp., Nortronics Division, Norwood ,

.Ias
Olin Mathicson Chemical Corp ., New York- . N .Y,
Pain Amesiaan World Afrwziys, Inc ., Cocr)a Beach .

P .a.
Pitilco Corp ., 11 101adclphi a, Pa .
Pioneer I arachino Ce. Inc. (subcontractor) ,

M nilliv4ter, Conn .
Tatar t l,)n, Inc Alelbourrie, Flo .
Ra1r Corp, o f Amer°-a, Aerospace System s

Divtiioli, Burlin ;;tan, Mass.
Radio Corp . of America, C.-anihridee, Ohio
Radio Corp, of ti acrica Camden . N .J. -

	

-
RI,dio Corp. of Amer i ca, Cherry Ifill, NJ ,
Radio Corp . of America tsubcont.ractor), Coewl

Buell, Fill .

	

_
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Real Property _ . .	 D A

DenarNnenGoJihe ririny
Coninimiteation'Systems	
?lependents' Medical Care Prorrain_ . -- r .

1) A
D A

-

	

Al _}nr Weapon Systeaas	 DA Ahprapriation Aerotluting and Reporting ._ DA
Requirements Determbration s

-

	

Dovelopillellt inrd Procurement Department of tt ° No, i y
-

	

-

	

faintenance Ripair,and Overh'm l
--- -

	

-Supply Support - ._ . .	 .	 DA M-jor % eipoiY$wtenis _ ..	 .	 D A
-

	

-

	

Htqui[ouients 1)etcr tttu itun Ifequ{r

	

items D to rnitnntion s-

	

-

	

- Development :n ,i t rocurenient -
• ;\laiiitrnance, Repair atilt Ovit limit - -

-

	

-

	

ervicYahle Con- :~iiPply lnpport	 .	 .- D A
-

	

uun~u- Requirements Determinations
i)i Ii

	

.1 of Snrf l .is Si

	

ek t iOCnrt nc it - -

	

-
,_ -

	

-

	

- . C.oairw

	

-, .\mar f aint A :u inktratiou	 DA Itci'tipt, Storage will lssu e
-

	

: ohefi ,1 ion of Coiupetitivi, 13,,1E or P! ice M ,lint: •:iance of 5toek tit Seralce ible Con• . -
f rop ogAs diti ll

-

-

	

\

	

_

	

Lion of t rit'['c if urt Its Stocl, _ -
t i'JO f

	

OpmIumeq ;ntd colopli'ln CC Co ,ltr,icls, kward li

	

l Administration	 1) A
Wit li { t•n tact 1`ern'S S'olwit idiou of Competitive Bids or Prieo

\fi

	

ire <

	

u

	

tri cilon Programs, Ii .-la-Unit Proposals
iloliiuig_- .	 DA \i ,ftitiitionof Priws

-

	

-

	

-

	

,,i, a

	

>hIlwil oil pli
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XXTURE OF oU :Dy r wy k ITRMUMED IN WE ITIMRTMENIS A% D
AGEMAES ()1 THE FEDERM,

NII I

Dip .rt,outofil" Nit—1--Co In Ill tit'

	

Dtpvlm-(,,ffh,- Ai, t[! E—t an ; nli;ra l
contr~,tqs -Contintled

	

Su ivy Sq"at— ( . __ tmwil
C~aan~ tqtlrsl

	

ti pat :iti

	

n : load

	

Cojnpli?111,,~

	

4 - ec! ail rt .

	

P. crag,

	

ok~l

	

Iail t t

Wall ContravjTerios

	

of,-I—k in zivrc

	

(',,it-
Militiny Coinitruvtnai

	

ditio n
Finally

	

I)A

	

-Ioc k
t

	

o P ; o~rzoii

	

13A

	

I 1 AMili ary Assistane

	

Contracts . ~N ,Vind and Admini'tratil ' o -
DANwhiv OM-W A""nits .

	

D8

	

~olichntio

	

if coin i ii~lorve md~ or Piic c
CWHWU Pay

	

ISIRSa
Nillitaxy Pay and Allmym",~

	

Nwmmm 0 vwve.
Other

	

and Icklecipts

	

Contractori , Operations and Coniphanco
Manpower Utiliiation	 DA

	

With ContractTerni ,
Acquisition and

	

Vtihzatjon

	

of Autorinink ,

	

Military Construl, tion Prtlimmns, Int,linhor.
Data Proei ,CSing E(pupinviit	 DA

	

Finally liollshw'	 D A
" Tailitenallu p , Utilization and Retentiol! of

	

Military As:jstauce Program	 D A
Real Propvrtv	 .	 DA

	

DiAmrsing Ofllovrs' Accounts	 ID1 5
CWWWWWUMS Smoins	 I)A

	

Mown p a y
NA

	

jMW" MW and Alk,mnve s
AWMAWon ANW, mW WiprInj

	

A

	

othu MAMMUJIM Culd RMIP U
Doa=M Ilk AU Fmc

	

WoMwer UWWWn

	

D A
Acquisition all('

	

Utilization

	

of

	

Automatic,
	 DA

	

Data Proce"'Sing	 D x
Requirements Doternnuations

	

Mailitelalliet . , Utilization and Rotentioll o fMW
Malmmmkv, RMWmd O=WW

	

Heat

	

D A
Support	 DA

	

col lun un ica t 1011 Sy5t(lins	 . . . .

	

D ASupply S u

Requireawnts Deturinviations

	

Military Ajrkl-rauwj , station	 D A
tpproprjatiolj Ackninting anl

	

D A

INTERNATIONAL OPISUATION S

wmUit," U WWWns Dui . :-n a W%miq mymsw e m w MW the . ow
Ilrogr rus relating to international actn itivs ;

DCPattloCilt of Agriculture :

	

I)e f-),jFtIo(kIIt of ~~'Rj1--U0IItIInIV d
luternational

	

Atfah~,

	

Foreign

	

Agriculturil

	

U .9.

	

),ruls (',)ill rol and Distrniauleut A ilenk- y
S"We

	

Whu vicWhiv ,
Departnukilt i!f Conlulerce :

	

Independent Agencies :
IMMM of niblie MWIS

	

Ewm0m. Iwo of Ft- ."Mol l
United St-ams Tmacs Service

	

ForeiItll Clainis ~et I likulent, Coiunli>noll fit th e
Dvprtinvivt of Ilse Treasury :

	

UKW swc ~
International Financ e

Department of litate :

	

t .4. Informati-it Agenc y
Agency for Internatioroll DevelopuBent

	

DOP lirtilIVUL of DCfvll.W
Puhv Corps

	

Military A_svtain:Prou:i m

1 . Comignmlinn Pam WI 11MISHUMMMIC OW&MV11t MmNd 4 CWW Divisim General Amult -
ing0flice.
alid Auditing Division for audit and "Itlenient .

* AW"M%Hw accolults am nialuilaMM by Hw Natiohlll Park Service, WMAmmi W the lute Gtr .
* Fm& w"HUM mWally In the General AmmnUW OW or at Me Qq depending upon the type

of auditapplicd to the apenvivs to which fluids am ildvaneod for expenditure .
* A"A&Mdw mmiuls am inninWed by IN White elm £- 0HIce ,
* Adumistradw welnuats are mWWWd W MWnam years by the Deimnuu,no of Labor and Con: -

jr-free ,
& ATMAmMe Iquotints, art, maintained by GeiieralServllis Administration .
7 . Audited under the Governuient Corporation Control Act (31 V .S.C . 841) .
8

	

Audited pursuant to IIIAN, (o4

	

tit . 265; D .C . Code 1051, 31-1031) .
9. Thoa,ti,itles of the, Offlee of Alien Property tire not ftilucild Nvith appropriated fUDdS an(I no audit o f

6tich activitie st is made by the General Acminiting 01111ce .
10 . ENclu .sive of transactlon ., fit the U .S . Exchange Staldlizatioli Fund establi~lwd by t he ooh] ),vere e

Act ofI934 (4 8
quired intiderexisting legislation to nnihean audit of this fund .

11 . The Bureau of Ei)gravifig W WRIEWI; Fluid I audited under the act of Aumst C IN"31 UNX .
ism) .

U The udivitimof the 0111tv of Ow Comptroller of IN Cuunnyare fbitalved by anowumAs tut WON
bank—uld Ineinber banks of tile F t` term Reserve sym(~In .

	

'rite law (12 U .~ .C- 4sn provW" Mai mic h
No audit is umdeby Me

General Accounting Office .
13 . AdmirdstmUn ammuts am indWalued by Me fMkp ill IN kcivtmo 1hpWirlertt of IN Interior .
it

	

Consists otapproxiniately 727 Federal land bank associIlion s, 477 produl , tion credit asociations (474
whaWy o,,viwd aull 3 PuNgy cwHaHud 0 U ._ G"mmentand 12 Faletal hand ImAs WHuMy

-aorta oiinet3i

	

of which a aWHM by IS UmnM Ammming

	

t.-
Act

	

1

	

S~C- 1S27) -15

	

tt~httd untie, the Fvderal Depo4it lnnr ;in(o

	

~1 2
16 . Not audited by ill(, General Accounting tMice in view of jU Me broad mARMy em"Ited upon M e

IT al of Umpmors to doemvine min I matiN he m"nvr ofhwurxing obligatimis %ud M my HveI'll n s :
(2j

	

w fau I that funds ined to defray thp vkpens- of tile Board art , not Uo%wmien( hind, or appropriated
nv

	

nn-( (3) tile rult , as cat out fit 12 U .S .(484 -
17 .

	

.Stu (leneral suprIk, il'und I . audited ijuder tile Fedral Property and Adildni~t .ative Services Av t
of 1 t4~j 15

1~; . Applik-S only to the adlillitiFirative exppkiEv c of 0'e Insthiltion %, hich kre p aid fronj appropriated funds .
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its, f uc retirimm ut

	

if

	

1i y _t it.nnr 1 . i s 11t- it - h y h1d pend,nt 1„n „_ : , CS .. .,E

-

	

vndwr contract t :th tiie 1 n-xal ;icr: wit nt Umve .
?l, Administr thc ..f-efom ,acre ol .tt,iamedYi the ctcr f' rl fug

	

in .
21 . ,11nimimntive,ior mit_, :rra niaint:io d li tlr 1

	

Civil ,~rrc e,

? : Annu[d audit male pursa .mc t t :rte

	

Ot ; 6.C . a alien , 1951, S-71fij+. _

Mn A.lfuinistralv~ . (,o 1 tv :,m=usiutaiiitd by the r(1l

	

wG cr% io, %,tciu .
"I . Andits ni dt i,a rv,vif•st .
25. einhi mnal audit n .,.le purso nt r, 11iiv- (2 t . . .C . Slst) .
26. Audit. made puraunit to !;,w (10, r_ .,;. 1 . 17Ik7 ,
2i . Animal 'tudit-i c:de pio-susmt to law i10

	

17"--1j .._
. Adiuinistr tIvv avequttts are main In inoi I

	

ilie Lihr ry° ;if Co n
Stir. nnualaudit arufeputstiant to .aw (4l t S t 11:3 i
:10. 11dit pirlli_uull' to aplOopriated funds and lorsnot fnclmle the font(-•f th'_ Cl . r k

	

1 ~ ;ern n ,,.
Court. lilt:a .t&ralAecouutt-ing011k.flla .,11-hilylosrii6t lie aicemintsof the CCil:oftif - fptei ;r . ,urt-
(m U S .C .tilm and no right (if access to his records 01 U .S-C, 2, 531 .

31. Audit mad :_, iu the Administrative C'Mce of the U, S . Courts, Washington, D .C .
32. Annual audit nind(i jiuxsoant to h1w ,;22 U .S,C. 27 1~ .
33.Amm al audit invade on rerlaest .

With certain exceptions, the audit authority and responsibility of ril e
General Accounting Office extend .-, to all activities, financial tratisactioits ,
and accounts of HieFederal Government. The authority , extends als o
to records of, contractors leaving Government contracts negotiated N ith-

out a:ivertising, their subcontractors' records, and record.,; of certai n
recipients of Federal financial assistance such a loan& advances . grants .
or contributions . The principal types of restrictions on the audi t
:authority of the General Accounting Office ire shown b-,ION% %

Organizations Not Subject io Andi t

The financial transactions and activities of the following organization s
of the Federal Go- ernrnent are not subjected to audit by the Genera l
Accounting Office .

Office of Alien I > ropert y
Office of the Comptroller of the Currenc y
Excleangi. Stabilization Fund established by the Gold Reserve Act of I93 3
Federal Land bank :,
Federal Reserve Syste m
Smithsonian Institution (trust funds )
United States- Soldiers Ifoino (trust fund )

T'unds Accounted for Solely try Certification s
tiarions laws provide that certain expenditures of a privileged, confi-

dential, or etuergency nature are to be accounted for solely on the certif-
icate of the''resident ; the head o f an agency, or other authorized person .
Audit by the. General Accounting Office is restricted to examining fil e
certification and ascertaining that limitations on such expenditures hav e
not liceii exceeded . Some examples are :

F,.)causes necessary for the While House Oilice (see annual appropriation acts )
Travchug expenses of the President (i U .S .C. 103 )
I;x1jeuditures for the purpose of intercourse or treaties with foreign nations (3 1

U.S.C. 107 )
Salary and anileage accounts of Metaabers of the Senate and tile, Ifouse of Repre -

-

	

sentativ": (2 U .S,C . 48)

	

_



( ertain expenditures of the, ;atomic Energy Coeem1is4ion, the Central Intcili„enc e

Agency, the Depart-meats of Defense, Army, Nave-, all(] Air Forre, the Federa l

Burean of tnti _atigration, the 1"Agrrtion and Nawralirat " Servi n and di e
P wt O(ties lhrpmIntent. tsea annual appropriation nos and So USAL -WOW) )

fkahq Muses

`l'he lws establishing agencies or authorizing diem tc carry on addi-
tional activiiic :~ sontetimes spe=cify that they shall have tile= riglit t o
det . nnhw the character of and ne cessitti= for their obligations and expendi -
Lures and the numner in Midi they shall he incurred, alloicA and paid ;
provide that the determinations of the head of the agency in regard to
expenditures shall he final and conchisive on all (Acers of the (Ameru-
iuvnt, or pros hie that mich expenditures are not to he s"byet to revie w
by any oM"r or agency other than a court of %% `l' iese proxision .
relate mutt hvquendy to pay went of certailr type : of clans ; the eaperel-
itures of Government. coI'porations ; mards made under retu'enient ,
disability . and insurance pnvigrants ; and adeances of finds, baits, and
grants ender certain legkktion dealing tcith IimWng am! education .
The affect of these provilons on the audit authority of the Genera l
Accountin g O lice is to limit the applicability of the provision ., of b.ection
305 of the udget and Accounting _pct, .1921, relating to the settlemen t
and adjustment of claim.,, demands, and accounts by the General Ac -
counting Olice, although tiler do not prohibit the General Accountin g
Office from examinil g such act-h?ies and ti <tn~actititrs and from nTortin g
to the Congress on the manner in svhieh the afencie are conductin g
their affairs .

In the legislative branch, payments from [lie contingent- funds of tilt:

'Senate and tilt: house of li ppreventatives, when approved by the (_A n -
mitue on lkiles and Administration of the Senate or the Cornntittee o n
JAms> ;ldniinistral4m are conclusive upon all the departments an d
officers of the Government .

Prohibition Against Disclosure of Informatio n

Certain lases impose restrictions on the disclosure^ of information -an d
prescribe penalties £or any ollicer or employee of a Government agenc y
who Mates the re=striction5 . An example is mection 7213(a)(1) of til e
Internal Revenue Code .

There -are no restrictic-3ns on the authority of the General Accomiting
Office to auditthe adininistra6ve expenses of tilt: Internal Revenue Serv-
ice : but the nature and full effectiveness of an audit of tax colketio n
uiattcr,~ is dependent on acct = -s to tax returns and related information5
with respect to which restrictions t. tat . 'File General Aecounting Offic e
does not have amens to Alviduati incoine tax returns or to taxpa ; er in -
Alma#ion of a nature- falling Win The eategmAs of iiTwmation- - pre-
chided froth disc losu r e by section e213(a)-(I) of the internal Beventl e
Win except when l rnilzq~If)n for e amuck m is granted under cs"troi i
(W1300 of the Code .
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Recipients (if Fulerrd Filmmiul Assistanco

The ~~t-ncral an lit authori! of the General -loconntin- Office von-
tained,in the 13r#dret. and accounting Act . 1 €121 . and the Accouniin .t' ano
Auditim , Act of 1() .1(1, has not heen rer,arded as esten€lief ; to rrx>ne N
Miieh have been t-rmu ferrecl to and are under the cu ;todv and cot?tre?I
of State or territorial gove;•nmertn, or their instrunlelltalities . Tllv~; e
furt& have been considered t€i lose their identiti as Federal funds mid t o
become State or territorial funds . As a consequence, tile experithiure A
of such funds by the States or territor iet are not subject to audit by the
Genpral Accounting Office unless specific authority is provide€f by laws

Various laws authorize the General Accountimg Ofli .ce to audit th e
records of certain recipients of Federal financial assistane€= . For instance ,
the act: of August `? . 1951 (42 U .S.C. 1135), gave the Office authority= t o
audit, the pertinent activities of any local housing authority receivin g
loans or annual contributions from the Public Housing Administration .
The Housing Act of 1961, approved June 30, 1961, exte=nded tile Of -lice' s
audit authority to records of and° person or local bode receiving a con ..
tract for a loan, advance, grant, or contribution from tice dousing an d
Houle Finance Agency or its constituents, and to records of mort"a"or s
having mortgages on new or rehabilitated multifamily housing insure d
}~} the federal Housing Administration .

Audits of eXpeuditttres under other ;rants-i—aid or cost, sharing pr(,
gams may be made only with the cooperation of ibe 1, ederal departmen t
or ageneg concerned and the approval of the State, territorv, or loca l
authority. General -leoounting Office audits of the Federal-aid Fight% :(- ,

prolram at the State highway department Ietel ar r mmlples of aildit w
made, under such arran ge€rents .

The. General Accounting Office doe, not have authority to audit th e
records of foreign governments v their agencies receiving c€tsh r>rarrt:
under the foreign assistance programs .

Contractors' Record s

The General Accounting Office ordinarily does not have authority t o
audit the records of ipovernrnent contractors except when such authorit y
is specifically granted by law. For example, tite General Accountin g
Office (fetes not have such authority with respect . to contracts awarded
pursuant. to advertis i ng for bids .

The General 1ccountirg Office does have amhority under various late r
such as the taped Services Procurement pct of 1947, the Federal_Prop-
ertt and Administrative. Services :pct of 1949, and the atomic Energy
Act of .1951, to amlit the records, of contractor. having Government cos-
tracts )tegotiated Neithota advertising and to audit the records of these
contractrr,s' sub€tontractors. However, the Office does not have author-
ity to (unlit the records of contractor, outside the I g nited States furnish-
ing equipment and,supplic~ under the military rsistance prograia unde r
tai abated alt€~enterts with <dhe(l goverrtncuts . '}or doe. the Office '
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have actthority to examine contractors ' record( pertaining to contract s
negotiated tinder the Defense Production Act of 1950, unless the procur-
ing agency and the contractor voluntarily insert a clause in the contrac t
granting the General Accounting (hire this authority , .

Activities Carried on With Nonuppropr-iated Fund s

Many activities carried on by Government agencies, such as the oper-
ation of post exchanges, restaurants, canteen s$ vending machines, an d
welfare activities, are riot subject to audit by the General Accountin g
Office because they do not use appropriated funds.

International Organization s

The United States: is a member in, and contributor to, numerous inter -
national organizations . the general j%ceounting Office (toes not have
autliority'to audit the affairs of any of these or ganizations.



DGC:ISIt_IN'S AND GTIiIER LEGAL MATTI'RS IP1 I?I :l l3 DURING Tlf l
FISCAL YEAR 19653

_

	

A,s i gnIllent.

	

areas :
Appropriations and miscellaneous	 	 ()fi 7

Civilian persunnel 	 	 75 3
Contracts	 	 M 9
Military pay and allow!inc~s 	 {3 k

-

	

f aCansportation	 6 ,

i . 99 -,,
Private inquiries, etc	 4,15

Total	 	 5 ;b1, ,

LEGISLATIVE, AND LEGAL REPORTS FURNISHED TO C(13IMITrEVS AND

	

\IEMBEItS

	

O F
CONGRIISS, AND TI

	

BUREXU OF THE BUDGET (I\CIA-DED IN THE ABOVE "'FATISTIC S
- -

	

ON DECISIONS AND OTHER LEGAL MATTERS) -

	

-

To the committees of the Congress :
Legislative reports	 	 A, 0

Legal matters	 3 3

To Members of the Congress :
Legal matters	 30 3

8l l
To the Bureau of the Budget	 7 5

Total	 :	 	 5'f,
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IIFPOwrs Oti CONGRLSSIONAL LNQtiIIIIE S

This tahle i~! an alphabetical listing of selected reports and letters to connnittees an d
Menib<rs of the (_ :Otlgres in response to their request for comments on proposed
legislation, for legal opinions, and for information on other subjects of interest .

	

I t
do"i not includ,~ audit. reports, which are listed on pages 296 throlq~h 323 .

Reports of general interest only are included )

subyect

	

-- 1'o Date

	

( Reloreucei
No .

Accountable officers

	

Relief for cashing fraud q -

	

11 . Judiciary

	

___ .

	

_ 5-100

	

13-15f ; 11 2
-

	

lint chicks (89th II R . 6593) . -

	

i

	

-
Accountants

	

lte•mlatlon

	

of

	

practice

	

in

	

D .C . i II . District of Columbia __ ----------- -
(89th, S . 1853, I-Lit . 7624) .

	

4 . Diarist of Columbia_

	

_ ,

	

b li-t, .

	

i R-I9LS°8
-

	

-Administrative

	

Procedure

	

Act

	

revision

	

(59th,

	

S . Judiciary	 5 :

	

13-1308x9
S .1336) .

Agriculture :
'

	

Ri-p Samuel

	

Strauxi

	

_ _
----------- -

6-I5 f,5

	

131 53 5
'

	

en .

	

I_

	

an ,. . Talmad n o 10 I2 tiI

	

B 139`6
M . 1 .•e •

	

'.

	

mci.

	

_8.5th,

	

S . Commerce	 'J-14-64

	

I3-134162
'-

	

5 :3119) .-

	

--

	

-
-

	

Appalachian development (S4th S . 2752)	 S . Public ltbtks	
j

8- 4-64

	

13-1 .`•4503
-

	

Appropriations :

	

--

	

IAvailability
( BBook development program 	 RCP . GltnarG 7' . Lipscorl[h---- 20-61

	

1541 26
Construction of t sub station to furnish electric• . Rep . Alec (`r . Olson

	

__ __ `}-2-( b4

	

li

	

L'.~3ti01 .
pm

	

t

	

Hillsboro . N .11ak .
Health . Ld,catio i, and Welfare :

	

New pro-

	

Rep . kelvin R . Laird

	

___ 9- 2-61

	

13 15369 1
-

	

g r im,
Justice Department appropriations to o,tab-

	

S cn . Kenneth B . Keating	 ~ 12- 3-673

	

B-15555 5
eu orrice of Criminal Jnstie e

Interbureau-fiva acmz transfers t,ud r iinburse-

	

S. Government Operations____I 3-31-65

	

13-13631 8
_

I
-

	

went (89th, S

	

1546)
( ; ,lilitan

	

etc . : Reports I } C`ongre s oa unei-

	

Armed Serv ices	 ti- 7-65

	

B-179330
-

	

-

	

pend-ed or. espenh+d . for other as,—(89th . i
-

	

1937', -
Area Red velop anent Administration : Loan nilpli : Rep, William L . St .Onge--_ !

	

3-IS-65

	

I3-152132

	

-
--

	

Cufi

	

7

	

lllitr(iCCt `at 1 . 11 i

firmed sery es 1
dvvn e of fun

	

To

	

nned t,r_es (-` friendly	 11 . Geirernmem Operations	 i

	

3-1 ..̀-65 i B-1,223, .
coui trt

	

(39th

	

Il

	

6t
CI-:1m . .

	

lte'-over

	

brocedrrns	 .	 Rep . Clarence D . Lune	
i

4- 5-65 1 13 156390
rmo-i .tGuard Reserve :

	

ltetii :nieut

	

' . Cununerce	 5-2-65

	

13-13095 1
-1451) ..

	

- -

	

-
ito-a•of-living

	

si

	

nsa^ee entitlemem

	

for

	

_fir

	

Sea . IlarryF .Byrd	 .	 B—35:,524
F,zee

:

	

1-21-1 5
inenibiea in

	

;aiuon,
D ;i eljir echange : Eiditle.mend	 Rep . Harold 1), Donrhuc	 12- 2-61 -

	

B

	

1 5 :;(71 $
3-25-65

	

13 15 :.07 8
Dual compensatio n

Actuuphtabil tt	 I	 Rep . lienry B . Gonzalezz	 I1-30-64 ! 11-15537 0
Claim allowances	 be . J7 k n Dowdy	 1

	

19-f ~

	

B-1 "'X,3a l
Claim for withheld

	

dual

	

paymeid_

	

(s th

	

y Ii . Jodie ary .	 ;

	

S-21-64

	

13

	

1 ;351 4
Il It

	

12212) I
Refund (59th

	

5

	

f )	 S .Judiciary	
_

5-21-65'

	

13-135925
Family allotment - and all_ wanees .

Claim barred by -.t .,t-utc of hmiiations	 I `en . )ncol, K . Jai-its	 ` S-19-64 ~ 13-154s72
Chas : -E dediicti :-ai refund	 Sen . John J

	

~41,nrknaan	 `

	

4-

	

I-t

	

-.

	

11-1`6

	

oil

	

_
Class Fatlotmemdeduction 	 ; Sen . Frank J . Lauscho	 ?

	

4-8-6, ( 13-15690 5
-

	

Class N insurance

	

-

	

, -

	

Rep . Itoben L . 1

	

Sikes 4

	

1-65

	

13 15( 10 S
Dependency allowance claim 	 en . Gordon vtlott	 I

	

8-65

	

B-15 .'67 1
-

	

- Erroneous Payment recovery	 i Rep . Jolin F . Baidw m	 1

	

5 21-65

	

13-1 ,673 6
-

	

Hostile Ere Pay entitlement	 f Rep . b din E . :foss	 :

	

r 4-65 1

	

11-_156,01-' s
Inquiry to National Guard member :

	

Entitle	 Sen . John Stennis	 8-2G-64

	

B 15452 9
men d

Leave:
I xcec reoavme .rtliability (49th, I1 R S2331 	 , 11 . Judiciarv,	 C-29-65

	

B-IMIF ti
Overpayment relief (59th, 11 .11 . 12b8)	 i

	

_(to---	 2- 1-65

	

11-15551 0
Leave payment

	

-
Entitlement	 Rep . F Bradford Morse	

~ .

	

-
i

	

3-25-65

	

13-156 294

	

_
Overpayment relief (a8th,II .R .12040

	

11 . Judiciary	 12-IS-6i

	

13-155519 7
do	 5-Ii-6, f 11-136530

\

	

Pay :
I;Entitlement

	

____

	

-

	

cn .111 crt Gore	-

	

cititlem eement	 1- (.1-6 .,I

	

ii - 15636:
Refund upon disability ret-ir - nien[

	

-

	

Rtp Robert

	

-

	

Janes

	

_ 1

	

i 1-* 65

	

8-955 ;3
Pay:

	

During period of confinement

	

by ail il

	

.en .Jae .b K .Javits .	 8 -'r-61

	

I3 154+~0
authority .

	

-

	

i
~

	

-
Pay and allowances :

	

- -
Overpayments : - -

1i-a

	

1 ity ( 88th

	

ILIt . 12739)-- - ._--

	

Ii . Judiciary -----_ ._

	

-
i

	

1
i

	

12- 1-11

	

l -15551 1
- --_lAd_bininim

	

service

	

credit

	

(Shah,

	

lf,R .

	

_dn	 i 8-21-61

	

13--154 ;36

	

__
11942) ..

Ier,omtel responsibility

	

(89th,

	

IL (t .

	

281,

	

I7

	

Armc(t Services

	

_

	

-- 6-?4-65 t

	

13-12M,,3 7
II-R- 7973, 11 R- S .tie} .

Reservists

	

entitlement

	

for

	

injury

	

daring j bur . Strom Thurmond

	

___ - 4- ;53 .

	

_
training . .:

	

- I
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subj1'._'t

	

7'o 1)•ife R

	

f

	

''-n, :•:

Armed gervi±cq-.Con!iitue d
tp tart _r ; s11oi

	

t

	

o :
Urc , Ilarri=- .---_ '

	

1

	

la

	

t_, i

	

It

	

t J ;4 p
meet aviation

	

squadron

	

nteail)rr

	

sJry

	

lg

	

6,,ri . ui ror5.i }

	

t aS---- X—27-tit B
ashore .

\member attached to fleet aviation iiquidr, n ~ Sen . JO m r} . 12 „ 61 B-1,515-1 2
while serving -shore ..

	

s
-.

-

	

lax liability

	

- ...	 Se.lt

	

Pdv-rd C . Ifnle__ S

	

-64 Y

	

Ii-154 .1 ”
-

	

1iemr s cerrc -t on :
-

	

LFdenende,t review and

	

record

	

c,rrccti° i ( S. Armed Scr_lcc~---- . ~>--~'•5 -'

	

If

	

1-151 5
(89tli . .S

	

747) .
.

---

	

Int>rimearnings deduction	 ! Vic-1 President and Spc :ler ~

	

4

	

G 65 s

	

1315212 1
Retired :

lccept,net1 of civilian

	

colnpensati=fun

	

from j Rip . John F . Lindsay- . -0-64 B

	

}G1t~1 .,

B-15319 1

P-134067
1115.542

13-15311 4

B-156011 7
l3 14 QG4
if -J3659 6
B-15310 4

B-139206
Ii 1 i4 01 3
13 lYt ti0
B-1 5970 1
li 1 515''9
B 1u4159
B-15551 4
B 1J .?J 74
B 715) 2
B-15409 2

B 156 )5 ;i
B-1 .5361 2
B-15601 0

B-156507
B-15 7.02 1
B-15359 6
B-106”)
111 511 5
B 1 4}9 0

B M„ 02 0

B-1 .5636 1
B-1,5462 0
B 11'aA43
13]034174
13-1,55492
13-1 .1,13663
13 1J 4*1

foreign school j
Retired pay

	

I
Disability : Overpayment relief (8901, 3LR . ! FL Judieiary _---

'
3-34 -ti .;

4748) ,
Entitlement (89th, 1[ R 1349f)) to	 . c C'C', i
Entitlement under par . 4, see . la, 1'a}° Rc .,d• Rep . Dante 13 . 1 asve)t- 6J

tjuctineut Act .
Ilistory of fourth par . ofsee .15, Pay Readjnst- I1 . Judiciary .	 3 i-w

anent Act (mth, 11 . It . 7711) ,
Overpayment- relief (89th, II .R . 1385, II R, j---do	 .- -- i 3 S-65

6035), .,

	

-

	

Readjastment----

	

--
I_

	

d, ___ .

	

-

	

_- -
""en . Joseph I) 1 .dnlgs

'

	

4 13 (5 i
5 3,1.5 ~-

Waiver of time limitations (89th, $ .R . 0`26S) l

	

if . Judiciary	 1 3-29-65
Retirement j

Service credits :
Enlisted meiuhe-rs credit for active and 'fS .

	

mug der ices

	

__ i l -'A )
uaactiv e service (89th S . 173, S 19790) ~~ - do

	

_

	

_-- ? &-8-65_
-

	

Altdshipmtn ;rn•tcc - 1 Sell . J . IV-halhrigh .___ 3 5-15 1
Service credits: Midshipman service 	 Rep Jamie L Whitten 12-28-6 1

	

Rep Herbert U- Bonner

	

--! 8-19-64 '

Sicmotitil's death gratuity ; Futitlenlent	 !
R Se nep Richard B . Busoll

	

_

-

-f 4
11 5 1 4V-(i 4

~~Rep . Edith Green - i 11-30-0 1
Station and quarters allowances : Claim	 1 Sea, Peter 11 . Dominica	 '1-19- o
Subin rile tali: Incentive pay_

	

H . Armed Services- -_ .

	

- ..~
3- S 6 5

,Sub istonce allowance ~
Pnlis_ed members (841:11, H .R. 5252) _ JL Judiciar i 4 (3-41 5
Rations in kind availability --_

	

_ `
'navy

	

Sen 1lenry 11 Jackson

	

_
i 13 .

j 11-23-6 1
3- 4-65 1Temporary lodging allowances

	

Patrol Judiciaary-_

	

_

	

_
9qu .drop Relief (89th, 11,R, 2913, II,R, 4096 ,
H .E . 4005I1 .It . 4916)

	

-

	

`r .usportation and'trav ct c\peuses: - -

	

Sen . Iliram L Foul ----

	

--1 12-18-6 1
Rep h dward 7 Boland .N S

Automobiles	 Rep S'dvrard I Boland 1 4 -f5
-

	

Rep I huer J Holland

	

_ 1 6-21-65
Co tunorcial carrier use for return from over Sen Robert 1 Itennedv 1 6 4-t„ .

cis Incident to retirement. -
i

Dependelt s
,

	

a . .•

	

, !r,

	

! a Sen . A . S . Mike Monroney_--- 4 h-47 5
t

	

,'I'''i' •

	

-

	

:i,•,,, ; :, : : .,
Sell . Stuart Symington
Sen, Joint Stennis_ .

f Lt+-fi5 i
8-20-64 1

' ~ ..a .
Bee It.onor K Sullivan --- '
Sen 1

	

J I ausvtre
6-16-t15 1
9-24-64i . .,•„'

	

;~

	

' .

	

. .

	

.. .

	

..

	

. .
	 r .

	

„,,
r

'ell C an
k

I -arl lIav ten _

	

--! r 14-64
changes Rep John J, Rhodes

Pleb__ hotct elects drayage and storage inci -en, E . L. I3artiett_ .__ 112 -21-CA
dent to retirement,

--------

1

I Rep Robert I Leggett-- 3-29-65
;;eel Paul 11, Douglas --_~ 7-17-64
11- JLnhriarV J- 0-65------ -

-------- ~ Sen . GeorgeMcGovern	 10-22-64
' Rep Clark M—ct te.fr,r .	 11-!8-64

`}'r :idler h 1111E •l 1;; commercial tr an spurt r i ELa I Lerman I 7 ahil idke __ _ I- CH1 5
Attorneys : Private: Employment by Govern ~ SenKenneth B 1iemin _--~ 12 v7-6 4

me nt proprie v
elntonratic data pre esatn; equipment- Control .

t
? ( v rlime t t O rratn ias : fi 4-6 4

coordination . eta. 188th H .H . 51 1 Stttb,IL1 : . 11, Government Operation _-_ j
l~

3-22-6 5
4845) .

Board s,conlmdttecs,conmdssions etc. :

. ,

!

. .•-

	

Obscene Mat ters S . (Iov-enttncnt Ope : . .a- ;cu,_---i ?- [Yf5

t Diversification ~ S . Comnleret	
i
1 2—25—l)0

Iist Office and civil 10-fi5

h.eeeuthei Branch Organization (59th, U . (wve-rnmeit.Operations__ 1 1-194, 5
9'22), ;

D-151 220.4
B-151204

it }}_0;',10 9

B-Ift2821

	

-

~f13 1039~ 7
7173-130"2 7

B -M)164 -
1
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Sttbjcrt 'c0 j

	

Date

	

Refemuce
_ No .

---~-Boartiff committecs tnminissions, etc.-Con .
Pst tilm4n cnt

	

(mitiuue 1
Into ru .autcC,

	

lalsCum:ussi0u (4Jth,1f la .3i ic i
a,++i

t ie r }+
art-1t,+.n . . i

	

2-25 i

	

:~-(J-iri

2611

	

ILIt

	

487) . +1„ ,

	

' i e

	

~

	

1-tU1

	

4
-

	

-

	

science and tochuology-!59th, IT .R . 15, ICI

	

f i 11, Scan t

	

u:l

	

i ,tr nauti 3

	

7

	

e-'

	

13-1 i

	

_
56097• d . i

	

3-i4 t ,

	

B-1 :15
,rrudl wlvns and rural C<,mmmnit es (' 9th, j If . Uc vcrmnent Operutici 	 1-21 63 j 13 i UKa5

I f .1{ . 1 .699} .
-

	

-

	

Trade-ISapansion Advisoty -Council

	

05901
.

S . Commerce	 i

	

3- 1-FS i

	

li-14S,(JI7U
j . H2 A) . i-

	

Checks :

	

- ~
61overnment :

_ ~z

	

Banking an(! f ulrl-nc ;. It

	

. -f

	

~

	

B--161 0
To hanks fo r deii+ :At tkSth, S, 2437, If R IL c,oyernment Olicr,niou . - -21-al

	

,

	

11-1110- 5
11911, 59th

	

I

	

R

	

4653

	

.13040, do	 J 2

	

i j B

	

1 tt[ v
t inunercc	 3 151„

	

13-11102 5
Credit union Inch siou t

	

th, EI I2

	

11911) Rep . BU jamin Bosentiuu _ _ ?1 r 3

	

I3

	

1 f1 9f
Civil Aeronautics Board :

Authority

	

foreign air transportation (59th t ommerc+~ - - . 2 ?r (15 ' I3

	

131 t(,2over
. 907, II .It . 465) .

_

	

_
~II . 11 ter t ice and Boreien 2-26 65 1 13-13W6 2

Colilluelce
-

	

-

	

-

	

Isssnilnation of books (S9th, S . 904)	 i S . Commerce	 i 3--1&-65 1 I3-136308 5
-

	

Claims :
- Barred by 10 year limitation (,t;th II .R . 1W Q )

_

	

Equitable : le: Port of P;atland, Orur,

	

_ )
' II Judiciary -

vice I

	

ident

	

1 ~pea6er
8_2t-64

	

73-116 131,
2-17-6 ,5,

	

I3

	

1

	

1Ur 1
-

	

Statute

	

of limitation, : Piling iIl agency . (59th,
r

	

i n
i 11 . C overn"nent 01a .?iation

	

_
,

:

	

I-14 65 i ~ y 2, :Jfi
fI I1 . 508) .

Coast -Guard : Appropriation

	

authorization

	

for -

	

, Commerce	 3- 54c: j

	

1314fi47 3
procurement (890j, S . 1 0531 .

Commerce Department :
Alien employment (89th , := 90:-5) .	 __(! o

	

. 2-1065

	

B-13151 3
Appriprimion

	

trans- 11 .I

	

tertittsndI :rei gn 3-3-65 c

	

13-1363i 8
ticn+ns --589th

	

11 .1t . 4780) . Ccmful rec•, I
Concessions : - -

~_Sirpoii,,. : keonomy Act (,cc . 3'21) ex nrg+n - S . C;ommerce	 (

	

C,30-65

	

B-1?071 5
89th

	

5 .1911

	

- j
In

	

a i yr

	

ills ir .	 [1I .innncraand 2-19-65 -

	

B-I Is iii

-

	

-

	

-

	

-

	

Oi htntion?,un, ill~.e {!(9lh,H .R :20d0 .3 .3fliz - .l ~4 . lntcri-r and

	

ih,r 3l r iir --(.

	

6.

	

13-1

	

s-, m,

-

	

-

	

P,- hcio, etc . t59th, II ..B . 2411, ` .397)	 (11 .11 tors

	

r

	

nd Ii

	

ttar-lt

	

I I
;t

	

Inte r ior and Ir _u1ar Atta=rs
i

	

17 - 65 ' B-i I K3 6
:

	

3-- 3-o6

	

11-fl s736
-

	

Con} rt4- :
- a<tltlllalStra l j t [+ Ceti RSe1, •~siit, 1 1 . I'_ 4,)c .,4

	

_ If . Adlniliigratioll .
Hiu _• : Pay°r,lla,nl .ifeu on (s9th ' II .R . Ii+ o

	

--- .	 ;	 Fr14 ta5'

	

B-1-n,cl i
Conirncts c

-

	

-Awards: ' '

	

-
Labor sarplu areas:

(t

	

ep

	

ttlu

	

I

	

'[

	

1-1 c- 8-

	

1

	

t i

	

l3-I

	

3

	

-.~

Adnlhlistrati,ni of cliff met	 ~ J

	

-'-1'

	

Kan fl .+Ph1

	

r

	

- -
1 : en- Rob, . t C

	

Byrd

	

_ !a- \ f t

	

B-
. . . .l

	

+h

	

--

	

-

	

_ 3-1- t

	

B-1 3
Ira}~riot : vf :i} 3rd	 ;

	

Rep . Elf . .-, A . C

	

lerlrcr_ 12-11-64 ;

	

B-1 .5533

	

-

	

-
Propriety :

ljeli-cryloovisioneiaul€,lion.	 Feu . F 'erett\1cKinley 11-

	

t1 ! B-

	

•,34 5

I i ic,3 ditterc

	

ce	
Dori

	

tn .
Itel ,

	

Olin I

	

7

	

t .sec	 ,

	

1-1

	

t

	

B-1 ,N5463
-

	

r le source	 II ,fin ell 13 i tnc	 8'264 ! 13-15 4 73: 3
Small business :

Nonprofit educational Institutions, isc u j

	

_en . Claiborne Pell .,_ . --_ ~ 10-16-64 (

	

13-U11184 1
_

	

on
Rt I iction i4feet	 Rep John B . Anders+ n

	

-- --!
i

6-'9-,5

	

1 1-1567b, 7
Restriction on prima contractor _- _ R,li Martha Wt

	

(

	

itBths +

	

6-5 {5 •

	

13-39',19 5'
-

	

Sdfeertihcat ;onpropriety	 Rep

	

Iu71csRoosevelt _-_ t

	

3-16 -65

	

13-155:134
.`Sze deternunation	 i Sell. I1u h Scott	 ~

	

13-156G1 1
Bidders

RI) . Prank T- Bn,v	 	 (

	

4-]tfs j B-r5fx?6 i
1

	

-

	

: lrroprfetv ._ . i .*-.'cu . Stuart Syini t an	 1-il 65

	

13-155283
L,Ar

	

ptmc p opraety

	

--- 	 1 ReP Joseph 0, Minish 	 6-17 6

	

B--564681

	

.-

	

Bid opening extension rebr4d	 ) Rep John B . Arolmmi	 8-25-=Al i B-154t57 -
Discarding all h ids and readvertising justill 	 Rep M . G . "Gene" Snyder	 ~ 10- 2-W

	

B-1547122

	

__ tation propriety.

	

-
Late : Rejection propriety	 Rep Donald C Brotmi n

~

i-16 t 4

	

B-15416 3
Rep James A,. Byrne
S Inc

	

for nd Ins sear

	

ff cis .
4-19-65 ' B-15605 2

~

	

t 1 1 co I B-1,5654 7Correction -Mistakes :

	

. _
-

	

- lrtentilt[nucunclit .

	

- .	 Riep 7hoina,U Morris

	

_ _

	

IR-

	

fi4

	

13-151629

	

-

	

-
B-166125procedures .	 Rip K i 13cc1 iter	 j

	

4-trbb
-

	

kelt

	

tion propriety	 i

	

Slull Busines s
Sen .11 lrri 3n 1 ~tBh- n

	

Jr
10- 1-64

	

B-1545£ 0
i

	

5-20-65

	

I3-154591
-

	

-- 1 c I m icuie s

	

_ Reap Frank Thompson, Jr----! 1-26-65

	

B-15565.+8
F'i itation propriety for informational Pur RCID, Roman C . I u inski 4- 5-65 1 B-166131,
posts . -

-+3U

	

-
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Date

	

Referent,,

L<rrnrnct

	

Coatiituetl'^—~---- .T'~~_
131758--COilti UICrI ~ ,--

yragc standards in Walsh ileale .y 3't'!1}c Con- ' Sets. Rick Miller	 1

	

7-31-64 ;

	

13

	

lei?4 l

tracts act: Appiicahility to cl I'u"rto Rir;in 111, R. Gross_

	

. . 	 l

find
Competitive pr i ce adt uit

	

e c 1 eet	 I

	

in

	

a li t or 1 I

	

Case__ - ~

	

26-05

	

13

	

1

	

121?
-

	

-

	

ConformabiIItr ofequipmuat-_ .	 ! 11, Sn_-131

	

Itu_lles

	

-

	

-- 21-65
Contractors ;

Employees : Recreation and morale expenses ~ It, (iovvrilment Opori( on5-

1

	

.
(

	

'~ 61

	

131

	

3 '73 5
(85 h ILR . 10410) -

Responsibility : Sewage treatmelit works

	

- Rep Nutt

	

Rogers

	

_ ~

	

3-1,1-65 :

	

13-15,'424

	

-
-

	

Cost allowance rca Ierti

	

-

	

_ 5 . Small 1311[less-

	

_ l

	

i

	

`2-t; 5

	

i

	

11-11,4106
Cost-plus : Cost suspensions : Propriety	 11 .
Delivery expenses Recovery __

Gocli .u-ient. Operations	 1
en . Clau nrr e Pell --_ _

1'

	

15 (A

	

I

	

15532 7
10-28-44

	

13-1 .5"11 0
Delivery proyisivn„ Effect on Midwest sup- Rep :Ifenr S . Reuss	 2-12-65 (Fi 1511 si

pliers.
Detective agency pYOL-lbition violation: Claim Sen . Edhwnd S . Mushie	 8- 3-6 1 I3-1 1707

settlement .

	

-
IDis}ivies Judicial review (34th,II .R.7 :1i65)	 I

Foreign :

	

Access- to -records . 7 eenptiou (59th,
11 .Judiciary	

~ 11 . armed .trvicrs	
7-f4

	

I3--10787 1
{

	

d 25-c-o - 13-loi4114

	

-

	

-
I1 :R . 3041) . f

-

	

-

	

M ille-r Act bond requirement	 ~ Son . Ralph W. Yarborough_ :

	

5-24-65

	

R-150;785

	

-
Modification : Propriety.	 j den . J . (,101111 Beall	 i

	

8-11-Gi ; II-154174
Ye.gotiaied ;

Accounting uniformity	 ; It . Govemment Operations ~

	

7-17-61 ; 13-39995
-

	

-

	

Propriety	 .

	

.	 i Rep. Herman 'r . aehneebeli_ 7-31-65 ! l3-1m599
-

	

Negotiation : Propr etr	 : scn- Prank J . Lausche _ _- 8-24-64

	

I3-1 ;,146 1
-

	

-

	

- I Rep. Paul F . Schenck

	

_
i

Rep . Robert Taft, Jr___ _
Rep . Roman (' . I'ucinski--- 1- 4-64

	

13

	

1 1;37
-

	

Pati'fuePtS

	

-1,._,signcc'sentitlement 	 .en

	

Everett ~%Icliluley 1

	

8-1~!-CS

	

R 15(152±

	

-
i

	

Dirksen .
Proprietary data

	

tc . :
Advertising v:ncaotlated	 Sen . John G_ J'clse'' _ __

	

._ =_

	

21

	

1

	

B-153159
Lso	 ..	 , yea . Jacob K . .favlls	 Il-30N64

	

B-15111,11 1
Recreailonal

	

expenses:

	

Aon .ulowabte

	

(89th, 11 . Government Operations_ _' . 3- 5-65 _ B-It>;37:35
II .It

	

4337) ,
Relicgo ration_ .__

	

_ .	 en• (•- rank 1

	

Lau ehe- S-24-0

	

- B-11--1416 1
Reprocureuxnt : Vormal advertising procedurc	 :

	

en :'Phomas H . Kuchel___
_

8--12-64

	

h i

	

fGi ~l
$eilliir mellts ty pe. Em-s quantities	 1 Rep . John 11 . Saylor_ _ .	 1

	

3--4(7-65 ! B-1li,,555
Subcontracts : i

-

	

. . . ~ . . .

	

, . ..:	 `

	

: :,:-

	

. .

	

`t .

	

5394)_ i1 . Judiciary	 i

	

5- 3-11S

	

R-logis t
rom pelvic ! den . Russell I3 . Long _ .°	 1 12- 1-61

	

B-1468714

p eep. Eiln;;-,ril J . (_turner`	
f

1

	

2 Il' f-,

	

` I1-155403
Payment aUfid, cat (59th, 1I tl 4497)

	

- 1I Judici

	

i

	

- 1

	

~Ca

	

1

	

:415 7
-

	

-Payment -(1etar

	

----

	

-	 ~ Rep Joseph 1 harltr

	

- 5-1 t-6I3 l~ia'3
-

	

-

	

7;'iibiouuicivr'sani,uuauou	 _ .	 I
- - on .'rlomo, 11 . Kiwhel S

	

13,64

	

11-15141 8
Subcontra .tor 's papneit urititlement (89th . en

	

L• 1

	

f37rtiett

	

_

	

_

	

_ 1

	

1 fro-

	

13-188060

	

-

	

-
It . Judiciary	 S

	

3- 5-65 ! I3-154-1hU
wages : ;

Davis bacon _Act : -
.

	

-

	

eidnunt,aruticn on basis of rcl-lsell regnla	 ( II . 14dto-aiion and Labor____ -f

	

6-18-65

	

B -14895 6
rims : .- .

Application	 i

	

ti

	

]lie c al l L .

	

imp

	

..n
-

9-221i I

	

B-1 u`-168 7

Rat(
.propri t3'	 c ., .CarI 1 .( Illth .	 l 1

	

17-61

	

I3-11781 7
Gorporattone :

r1t.vl%l1mlc)1U

	

Peae

	

by Live t~tict7t. ~ lllh, 1

	

. Foleikl~ Itthllon _

	

°	 ~ f 21=~i t

	

13-1o69uI

lira ii•

	

V :0 1.- flu.

	

po e1

11

	

l

	

11

	

11,vtn . l i

	

n)
' ~ ~ha .r

	

,
1

	

!

	

u ;i!i•
R I

	

Jrir

	

R o_e

	

t 5-19-65

	

B 1 22. 3
It\1048	 u' :} ICJ 1

	

ISYES3U

1}i h
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Title 2	 6-30-65 Complete revision of Title 2, Accounting . (Set Chapte r
Three of this Report, p . 50 . )
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2- 5-65 Use of statistical sampling procedures i~, examination o f
vouchers .

it GAO 5050

	

I-29--65 Revision in procedures pertaining to admiui.~trativcl y
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(See Chapter Three of this Report, 1) . 51 . )
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10-30-64 New and revised standard accounting forms .
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SEE L:` PED PROVISIONS OF MAJOR STATUTES ASSIGNING AUTHOR-
ITY AND RESPONSIBILITY TO TIM C:OMPTROLLEIR GL;-NERAL
AND THE GENERAL ACCOUNTING OFFIC E

Budget and Accounting Act, 192 7

See . 304 . "Thu balances certified by the Cotnptroller General shall be fina l
and conclusive noun the exe.entive branch of ile Government " (12 Stat . 24 ; 31 U.S .C .
44)

See. 305 . "All clai,as and demands whatever by the Government of the united
States or against it, and all accounts whatever in yvhieb the Government of the Unite d
States is concerned . either as debtor or creditor, -shall be settled and adjusted in th e
General Accounting Office" (42 Stat. 24 ; ;31 U .S .C . 70 .

See . 312. "(a) The Comptroller General shall investigate at the serat of governmen t
or elsewhere., all matters relating to the receipt, disbursement, and application of publi e
fusels, and shall make to the President when requested by him, and to Congress a t
the be g inning of each regular session, a retort in ti+ritiug of the work of the Genera l
Accounting Office, containing recontmendalions concerning the legislation he rua v
deem necessary to facilitate the prompt and accurate rendition and settlement o f

accounts and concerning such other matters relating to the receipt, disbursement ,

and application of public funds as le may think advisable . In such regular report ,

of in special reports at any time when Contgreas is in session . lie shall make, recommen-

nations looking to greater economy or efficiency in public expenditures .

"(b) He sball snake such investigations and reports as shall be ordered by, eithe r

House of Congress or by any committee of either house having jur isdiction ove r

revenue, appropriations, or expenditures . The Coutptrollc r General shall also, a t

the request of any such couunittec, direct assistants from his office to furnish th e

committee such aid and information as it may request .

` °(c) The Comptroller General shall specially report to Congress every expenditur e
or contract -nade by any department or establishment in any year its violation of 1mv .

"(d) He shall submit to Congress reports upon the adequacy and effectiveness o f

the administrative examination of accounts and claims its the respective department s

and rstablisbntents and upon the. adequacy and effectiveness of departmental inspe c .,

tion of the offices and account ., of fiscal officers.

"(e) tie shall furnish such information relating to expenditures and accounting t o

the Bureau of the Budget as it may -request front time to tim e" (42 Stat. 25 ; 31 U .S .C .

53 )

_Sec.-313 . " -All departments and establishments shall furnish to the Comptroller

General such information regarding the poyvers, duties, activities, organization, finitn -
vial transactions, and nietliods of business of their respective offices as he may front

lime to time require of therm ; and the, Comptroller General, or any of his assistant s
or employees, when duly authorized by him, shall, for the purpose of securing, suc h

information, have aceesc to and the right to examine any books, documents, papers ,

or records of any such department or establis}tntent . The authority contained i n

this section shall not he applicable to cxpenditures made under the provisions o f
section 107 of this title" (42 Stat . 26 ; 31 U .S .C. . 51) .

Bate get and lccountiny Prucedw-es Aaet of L50

See . 112. " (a) The Comptroller General of the United States . after consulting th e

Secretary of the Treasury and the Director of the Bureau of the Budget concerning

their accounting, financial reporting., and budgetary needs, and consideritt:? the llmh

of the other executive aacncieF, shall prescribe the priscTles, standards, and related

requirements for accounting to be observed by each executive agency, including _
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requirements for suitable integration be.ttseen the accounting processes of each e- e,

utive agency and the accounting of the Treasury Department, Requirements pre-
scribed by the Comptroller General ,ball be designed to permit the executive agc lcie s

to carry out their responsibilities : under section 66a of this title, while providing a

basis for integrated accounting for the Government, full diselosure of the results of

the financial operations of each executive agency and the Government as a whole ,

and financial information and control necimsary to enable the Congress and the Pres -

ident to discharge their respective m4ponsibilities . The Comptroller General shal l

continue to exercise the authority vested in him by section 486(b) of'litle 40 and, t o

the extent lie, deems necessary, the authority vested in him by section 49 of this title .

Any such escreiee of authority shall be consistent with the provisions of thia section .

"(b) The General Accounting Office shall cooperate with the executive agencie s

in the development of their accounting systen .s, including the Treasur4. 1apartment,

in the development and establishment of the system of central accounting and report -

ing required by section 66b of this title . Such accounting systems shall be

approved by the Comptroller General When deemed by hires to be adegnate fated- i n

emiformil F with the principles, standards, and relate,' requirements prescribed by hits .

"'(c) The General Accounting Office shall from tithe to time review the accountin g

systems of the executive agencies, The results of such reviews sh, .' t Ile available to

the heads of the executive, agencies concerned, to the Secretary of the Treasury ,

and to the Director of the Bureau of the Budget, and the Comptroller General shal l

snake such reports thereon to the Congress as he deems proper" (64 Still . 83 5 ; 3 1

U .S .C. n6) .

See . 117. " (a) Except as othere,ise specifically provided by law, the financia l

transactions of each executive, legislative, and judicial agency, including but no t

limited to the accounts of accountaS le officers, shall La audited by the General Account -

i ng Office in accordance With such principles and procedures and under such rules an d

regulation: as may be prescribed by the Comptroller General of the United States .

In the determination of auditing procedures to be followed and the extent of examina -

tion of voncli , and other doentneuts, the Comptroller General shall give due regard

to generally accepted principles of auditing, includiia ; consideration of the effoetive-

ite,3 of accointting organizations and systems, internal audit and control and related_

administrative practices of the respective agencies .

" (b) –Whenever the, Comptroller General determines that the audit .hall he con-

ill tc ted at the place or places where the accounts and other records of an executive

agency or the architect of the Capitol are normally kept, he ;nay require any execti -

tivo. agene)• or the Architect of the Capitol to rctaiu in Whole or in part accounts o f

_ aceounlabie. officers, cotttrac-tE, vouchers, and other documents, which are require d

tinder existing late to be submitted to the General _Accounting Office, under such con-

ditions and for such period not exceeding ten year4 as lie may specify, unless a longe r

period is agreed upon with the executive agenc y [or the Architect of the Capitolj; Pro-
vided, That under agreerncnts between the Comptroller General and legislative" (othe r

than the Architect of the Capitol) and judicial aziencics the provisions of this sentenc e

may be extended trt the accounts and records of such agencies .

°(c) `I'be Comptroller General in auditing the financial transaction s_ of the Archi-

sect r the Capitol shall snake sncli audits at such times as he may deem appropriate;.

For the purpose of conducting suer' audits, the proviA n ., of section 313 of the Budge t

and 'lacoont_ing :let (42 Stat . 26 ; 31 L .S .C . 54) shall be applicable to the Architect of

the Capitol . 'she Compiroller General shall report to the President of the Senat e

aucl to the Speaker of the House of Representatives the results of each such audit .

All such reports shall he printed as Senate document s" 61 Stet . 837, 78 Suit . -551,3 1
U.S .C . 67) .
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Cowrmnent Corporation. Control Act (1945 )

Sec . 205 . "The financial transactions of wholly- owned Government corporation s
shall be audited by the General Accounting Office in accord .utce with the principle s
and procedures applicable to commercial corporate transactions and under such rule s
and regulations as may he prescribed by the Comptroller General of the United Staten :
Provided, That such rules and regulations may provide for the retention at the office s
of such corporations, in whole or in part, of any accounts of accountable officers ,
covering corporate financial transactions, which are required by existing lain to b e
settled and adjusted ; n the General Accounting Office, and for the settlement an d
adjustment of Stich accounts in whole or in part upon the basis of examinations in the
course of the audit provided by this section, but nothing in this proviso shall be eofi-
strued as affecting the powers reserved to the Te :inensee Valley Authority ill the ac t
of November 21, 1941 (55 Stat . 775) . The audit shall be conducted at t t -c place o r
places where the accounts of the respective corporations are normally kept . The
representatives of the General Accounting Office shall have access to all hooks, ac -
counts, financial records, reports, files, and all ether papers, things, or property be -
longing to or in use by the respective corporations and necessary to facilitate th e
audit, and they shall be afforded full facilities for verifying transactions with the bal-
ances or securities field by depositaries, fiscal agents, and cuStodians . 'file, audit
shall begin with the first fiscal year commencing after the enactment of this Act . The
audit of the federal Savings and Loan Insurance Corporation shall be conducted o n
a calendar year basis" (59 Stat . 599, 78 Stat . 698 ; 31 U .S .C . 850) .

See. 106 . "A report of each Stich audit for a fiscal year sball be made by the Coinp-
troller General to the Congress not later than January 15 following the clove of such
fiscal year (and a report of each such audit for a calendar year shall be made by th e
Comptroller General to the Congress not later than July 15 following the close of suc h
calendar year) . The report shall set forth the scope of the audit and shall iucludi: a
statement (showing intercorporate relations) of assets and liabilities, capital and
surplus or deficit; a statement of surplus or deficit analysis ; a statement of incom e
and expense ; a statement of sources and application of funds; and Stich comments an d
information as maybe deemed -necessary to keep Congress informed of the operation s
and financial conditirnt of the several corporations, together with Stich recommenda-
tions with respect thereto as the Comptroller General may deem advisable, includin g
a report of any impairment of capital noted in the atvdit and recommendations for th e
return of Such Government capital or the payment of such dividends as, in his judg-
ment, should be accomplished . The report shall also show specifically any program ,
expenuiture, or other financial transaction or undertaking observed in the course o f
the audit, which, in the opinion of the Comptroller General, has been carried on o r
made without authority of law. A copy of each report shall be furnished to the
President, to the Secretary of the Treasury, and to the corporation concerned at th e
time submitted to the Congress" (59 Slat . 599, 78 Stat. 698 ; 31 U .S .C . 851) .

Sees. 202 and 203 (59 Stat. 600 ; 31 U .S .C . 857 and 858) contain similar provi-
sions applicable to mixed-ownership Government corporations .

egislatim Reorganization Act of 1916
See . 206 . "The Comptroller General is authorized and directed to make an ex-

penditure analysis of each agency in the executive branch of the Government (includ-
ing Government eorporations), which, in the opinion of the Comptroller General ,
will enable Congress to determine whether public funds have been economically and

i_. fieiently administered and expended . Ptepons on such analyses shall be submitted
by the Comptroller General, from time to tine, to the Committees on Governmen t
Operations, to the Appro )riations Committees, and to tho legislative. committees

bar isdiction over l illation relating to the olcraeions of the c,~,pective agencie s
ii, . , t~+o Rouses " (60 Stet . 83731 L.S .C . 601 .



Federal Property and Adrrtinistrative Services _=Act of 1949

See . 205(b) . "The Comptroller General after considering the needs and require-
ments of the executive agencies shall prescribe principles and standards of accounting ;
for property, cooperate with the Administrator arid with the executive agencies in the
development of property accounting ; systcnrq, and approve such systems when dectne d
to be adequate and in conformity with prescribed principles and standards . From
time to time the General Accounting Office shall examine such proparty accountin g
systems -as are established by the executive agencies to determine the extent of coni-
pliance with prescrihed principles and standards and approved systt .ns, and the.
Comptroller General shall report to the Congress any failure to cornpfy with suc h
principles and standards or to adequately account for property " (63 Stat . 389 ; 40
U .S .C . 486(b)) .

Sec . 206(c) . "The General Accounting Office shall audit all types of propert y
accounts and transactions at such times and in such manner as determined by slit ,
Comptroller General . Such audit shall be conducted as far as practicable at the plac e
or places where the property or records of the executive agencies are kept and shal l
include but not necessarily be limited to an evaluation of the eflcctiven :s, of ;I it

	

a llcrI
controls and audits and a general audit of the discharge of accountability for Govern-
ment-owned or controlled property hascd upon generally accepted principles o f
auditing" (66 Stat . 593 ; 40 U .S.C . 487(c)) .

LEGISLATION AFFECTING THE WORK OF THE, GENERAL ACCOUNTIN G
OI'FICE ENACTED DURING THE 88T11 AND 89TIT CONGRESSES ,
F ISC_iL YEAR 196 5

Access to Records and Audit Provisions

(1) Department of the Interior and Related Agencies Appropriation
Act, 1965, Public Law 88-356, approved July 7, 1961, 78 Stat . 273 ,
provides with respect to audit of the Trust Territory of the Pacifi c
Islands i

* * That all financial transactions of the Trust Territory, including such trams -
actions of all agencies or instrumentalities established or utilized by such Trust Terri-
tory, shall be audited by the General Accounting Qfce in accordance with th e
provisions of the Budget and Accounting Act, 1921 (42 Stat . 23), as amended, and th e
AccotmtiAe, and Auditing Act of 1950 (64 Stat . 834) .

(2) ►Jrban Mass Transportation Act of 1961, Public Law 88-365, July
9, 1964, 78 Stat. 302, contains the following access to records provision ;

See . 9(b) . All contracts for construction, reconstruction, or improvement o f
facilities and eci~tiptnent in furtherance of the purposes for which a loan or grant is
made under this Act, entered into by applicants under other than competitive biddin g
procedures as defined by the Administrator, shall provide that the Administrator arid
the Comptroller General of Me. United States, or any of their duly authorized represen-
tativc .;, shall, for the purpose of audit and . examination, have access to any books ; : -
docuraens, papers, a,rd records of the contracting parties that are pertinent to th e
operations or activities under such contracts (78 Stat . 306) .

(3) Act of July 28, 1964; amending section 503 of the federal Property
an() _A(ltninistrative Services _%"vct of 1949, to authorize grants for historica l
f;oilrctioos. Public Law 88-383, July 28, 1961, 78 Stat . 335 .

	

503(g)(2) . The Adm inistrator and the Cotnpiroller General of the United

	

A-1,

I

`s'u ,q of anv of their duly authorize(' re ire entatives shall have access for the nrr oses-



of audit and examination to any hook,, doemnent,, papers, and rec,.Ms of the revipirnt ;
that are pertinent to the grant ., received under subsection (d) of this section (78 Stat .
:3 :16) .

(4) hospital and Medical Facilities Amendments of 1964, Publi- Law

$3-4 ,13, Augttr)t 13, 1964, 78 Stat. 447, contains the following access t o
records, provision :

Sec . ti0=l. (a) Any State desiring to participate in this part may submit it State

Man. Such plan must

- provide that the State agency will make such reports, in such form and con -

taining such information, as the Surgeon General may from time to time reasonabl y
require, and will keel; such records and afford such access thereto as the Surgeo n
general may find necessary to assure the correctness and verification of such report, :

(1 , I) provide that the Cumptrofler General of the %"abed States or his duly authorize d

re-lrre-eutalives =Ball have access for the purpose of audit and examination to th e

records apecilied in paragraph (10) ;

	

(78 Stat . 153) .

t5) Lefislatke Branch Appropriation Ac-t . [965, Puldic Lary X111 [5~1-.
al)l)rwed Au,ttr,,t '20. 1964, 78' Slat . 535 . contain; the following provision
with rel-pect to the audit of the Architcct of the Capitol :

Sir . 105 . (a) Ctumnerwin„, frith the >einiannual period he g in iiw-, pin July 1, L)til ,

and ending on 19eeember 31, 196-1, and for each scntiarmual period thereafter, tit , ,

Si-erctary- of tit,- Senate and the Clerk of the house of Heitr c g ejitativos shall eotnpil, .

and, not later than s ixty day, fallowing the close of the seuuanuual period, submit it ,

-lies ?mate and Manse of R~Inreent+Uct ;, rrpe+rtiycCz, and make available to th e
ImWic, in lieu of the reports and information required by :.ectio ;ns 60 to 63, incluaivv ,

of the =€{evi=ed Statue :s, a aineuded (' U .S .C . 102, 103, 10,1), and S . Res. 139, Eigh t .' -
tsth Gong f s, . it rtlinrt containing is detailed statcutent, by items, of the manner m

whickn appropriations and otlar funds available for disl,itr,eoment by the Secretary 4

the Senate or the Clerk of the House of Representative_-, as the case may be, hay , -

been expended during the semiannual period covered by the report, including (1) th v

name of every t+crsou to whotit any part of such apotopriatiun has been paid, (") i f

for anything furnished, the quantity and price theri-of, (3) if for service rendered ,

the nature of tit,- service', the tine employed, and the i ai ne, title_ and specific amoun t

paid to each person, and (1) it complete statement of all amoutits appropriated ,

received, or expended, find any unexpended_ balance :: . Such reports shall include th e

ini
1
lrniatiou contained in statements of accountability and ,upportin, voucher-

submitted to the General Accounting Office pursuant to the provisions of section 117(x )

of the Budget and Accounting Procedures Art of 1950 (31 E.S .C. 67(a)) . Report s

required to be submitted to the Senate and the flonse of Re p r esentatives under tlii.~
section shall be printed as Senaw and House documents, respectively .

Section 117 of the. accounting and Auditing Act of 1950 (61 Star . 837, 31 U .S .C: . 67 )
is Intended its follows :

By adding after the words "executive agency" in both places where it is used i n

subsection (b) the words "sir the Architect of the Capitol" and by adding after th e

word "legislative" in the proviso the words "(other i1an the _architect of the Capitol) . "
By adding at the end thereof the following new subsection :

(e) The Comptroller General in auditing the financial transactions of the architec t
of the Capitol shall make such audits at sneb tuue.i as he may devin appropriate, 1 , o r

the purpose of conducting such audits, the provisions of section 313 of the Budget and

Accounting Act (42 Stat . 26~ 31 U.S .C . 5-1) 'hall be applicable to the Architect of the

Capitol . The Comptroller Gemtrol 'ball report to the Prc'ident of the Senatt= and to

the . Speaker of this floesv of Reprerenratives the result_, of catli such audit . All suc h

report- Shall be printed as Scirtte dmnlinvi?i .
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(6) Act of AuguA 30, 1961. Public Law 88--51 k 78 :;tat . 696 . amended
the third sentence of subsection (f) of section 13 of the L)i irict of t_ ;olu,n-
bia Unemployment Cotnpen-,, :ion Act to give the General Accounting
Office access to records . As amended the third sentence reads as follov-'s :

Subject to such restrictions as the Board [District Lnemployment Compensation
Board] may by regulation prescribe, such information may be made available to a n
agency of this or any other State, or any Federal agency, charged with the adtninis-
tration of an unetnployntent compensation late or the maintenarice of a system of
public employment offices, or the Department of Public: Tle elfare of the government of the
District of C:olranhia, or the United States Accounting Qyicc, or the Bureau of interna l
Revenue of the United States Department of the Treasury, and information obtaine d
in connection with the administration of the employment service may be made avail -
able to persons or agencies for purposes appropriate to the operation of a public cm-
ployment service. ftalicizvd language was added by the feet of August 30, 1964 .

(7) Land and Water Conservation Fund Act of 1965, Public. Lace
88-578, September 3, 1964, 78 Stat . 897, contains the following access t o
records provision:

See, 5(f) . * * * Each recipient of assistance under this Act shall keep such record s
as the Secretary of the interior shall prescribe, including records which fully disclos e
the amount and the disposition by such recipient of the proceeds of such assistance ,
the total cost of the project or undertaking in connection with which such assistanc e
is given or used, and the amount and nature of that portion of the cost of the projec t
or undert :tl;iug supplied by other sources, and such other records as will facilitate al l
clfectivc audit .

The Secretary of the Interiors and the Comptroll r General of the United .Mates, or an y
of their duly authorized representatives, shall have access for the purpose of audit an d
examination to any books, documents, papers, and records of the recipient that ar e
pertinent to assistance received under this Act (78 Stat . 902-903) .

(8) Act of October 6, 1964, Public Law 88-630, approved October 6 ,
196-1, 78 Stat . 1005, establishing the Lewis a td Clar?,: Trail Comi-m.ssion
contains the following audit provision :

Sec . B(b) . Expenditures of the Commission shall be paid by an executive officer
designated from among its membership, whe shall keep complete and accurate record s
of such expenditures and who shall account for all funds received by the C:onunission .
Such amounts shall he subject to audit by the General Accounting Office of the Unite d
States .

(9) Foreign Assistance and Related Agencies Appropriation Act, 1965 ,
Public Law 88--631, approved. October 7, 1963, 78 Stay . 1015, continue s
jn section 102, an access to records provision similar to that in previou s
appropriations, as follows :

Sec . 402 . None of the fluids herein appropriated aball be u .<eci for expenses of the
Inspector `General, Foreign Assistance, after the expiration of the thirty-five da y
period which begins on the date the General Accormtin .9 Oflice or any committee of th e
Congress, or any 'duly authorized subcommittee thereof, ebarged with considering
foreign assistance legislation, appropriations ; or expenditures, has delivered to t ilt-,

Office of the Inspector General, Foreign Assistance, a written request that it be fur-
nished any document, paper, communication, audit, review, finding, recommendation .
report, or other material in the custody or control of the Inspector General, Foreig n
Assistanc e, relating to any review, inspection, or audit arranged for, directed, or eon-

)'V



ducted by him, unless and until there has been furnished to the General Accountin g
Juice or to such committee or subcommittee;, as the case -play Ile, (A) tile doelfillent ,
paper, corumn_naicaLion, audit, review, finding, recommendation, report, or other ma -

terial so requested or (13) a certificadon by the President, personally, that he ha s
forbidden the furnishing thereof pursuant to such request and his reason for so (Join .,

(78 Scat. 1022) .

(10) Appalachian Regional Development Act of 1965, Public La w
89-4, approved March 9, 1965 ; 19 'tat . 5, contains the following access
l« records provisions :

See. 107. Jr. order to obtain inforcnatirm. needed to carry out its duties, th e

uiis-ion shall- -

(3) keep accurate and complete record, of its doingrt and transactions cvbich ::hall

lie made available. for public inspection, and for the purpose, of audit and examinatio n

by the- Comptroller General or his dull- authorized repn, .cntalives (iJ Stat . 9) .

Svc . 302 . . (b) Recipienta of Federal assistance under [lie provisions of this sectio n

shall, in accordance with regulations to be promulgated by the See etary of Coimneree ,
maintain accurate and complete records of iran~aetions and activities financed wit h

Federal funds and report thereon to the Secretary of Commerce. The. record, of th e

recipient mall lie available for audit with respect to such grrnl by the secrc.tuary o f

C:orhtnerce and the Cnngrtrroller General, or their duly authorized representatives

(79 Stilt . 2 0) .

Certifying and Disbursing Cheers' belief

(11) 'hire act of August 11, 1964, Public law 8 `,-135, 78, Stat- 413 ,
providinc for the validation of payments of per alien_ allowances made t o

-

	

niernbers-of ttte Coast Guard, contains the followin~ szct i oil :

Sec . 2 . The Gornpiroller General cif the Uoited -States, or his designee, shall reliev e

a+rthorized certifying officers of the Coaat Guard front accountability or ri-ponsibilit 4

for tmy duty authorizedpayments- described in section I of this Act, and ,hall allow

credits in

-

settlement of the accounts of those officers for dray authorized payinent=

wltieb are found to be, free from fraud and collusion .

(12) The act of June 5, 196:5, Public Taw 89 34, 79 Stat . 121, provid-
inv for the va l idation of paytnents inadc to employees of the fores t
ervice, United States -Department of Agriculture, contains the followin g

section :
Sec; . 2. - The Comptroller General of the United States; or Iris designee, shall reliev e

authorized c,rtifying_ and disbursing officers of the F;west Service, 1-sited States

DepartmeuL of agriculture, from accountab i lity or responsibility for any payments

described in section 1 of this Act, and shall allow credits in the settlement (if the

accounts of those officers for payments which are found to be free from fraud an d

collusion .

Government Cotporaticii Control Act Amendmen t

(13) Tile act of august' 30, 1964. Public Last 88-518, 78 Stat . 698 ,
amended the Government Corporation Control Act at ; follows :

`hat (a) section 202 of the Government Corporation Control act (31 U.S .C . 85'f )
is amt-sided by adding at the cud thereof the following new sentence : "The audit of

the t e.d- ,l horse loan banks shall be coridueted on it calendar near basis . "

(b) Th,, fir t sentence of section 203 of such Act (31 U.`i .0 858) is amended to read

as F. 11rnsC : "A report of each such audit for it fiscal yesar shall be tna le by the Court[
G,ellc)al to the Congress notlitter than laltuafy 1:5 folk,tvuli, the chezo of suc h

, : al c _ ;r (and a report of each -such audit for it cafe-nd fear shall be- made h-,- th e y



Crirrxptrr,tZar'Genwrul to the Conrirr> not lain than ,l,iiti LS follos,io the rhrae of>uch
calendar year-) . "

See . 2( .)_ 'Section I05 of the Go ernment- Corporation Con go= Act iii U .S .C . 850 )
i-s amended by adding at the end thereof the following new Sentence : "The audit of
the federal Savings and Loan 1n~.urance Corporation shall be conducted on a caler ;da r
year basis.

(b) The first sentence of sect-ion 106 of such Act. (31 U.S.C . 851) is antended to rea d

as followe : "A report of each such audit for a fiscal year shall be made by the Comp-
troller General to the Congress not later than January 15 following the close of such
fiscal year (and -a report of each such audit for it calendar year shall be made by th e

Comptroller General to the Congress not later than July 15 following tale close of Such

calendar year) . "

See . 3 . The amendments made by this Act shall apply with respect to cahrrtda r
years beginning on or after January 1, 1964 ; except that the General Accounting Office ,
in conducting its audit.., of the Federal borne loan hanky anal the federal Savings anei

Loam Insurance Corporation for the calendar ;;car 196.1, shalt include thy; period from

July 1, 1963, through December 31, 1963 .

Toucher Statistical Sttrrt7 .lim, Procedure

(14) The aet of vugust 30, 1964, Public Law ut3-X5'21, 8' ~-tat . 700 ,
perinits the use of statistical ~atl'tplinn procedures in the examination of
vouchers, as follows :

(a) That . wheuever the head of any deportment or agency of [he Government O r

the Commissioners of the District of Columbia determine° that economies g ill resul t

therefrom, such agency head or the Commissioner3 may prescribe the use of adequat e

and effective >aatistieal sampling procedrres in the examination of disbursemen t

vouchers for amounts of less [hall $tOO ; o-id no certifying or disbursing ofliecr actin g

in good faith and in conformity with such proeedures shall be held liable with respec t

to any certification or payment made by bier on a voucher u.-hic.h bras not subject t o
specific- examination because of the prescribed statistical sampling procedure, provided

that such officer and his department or agency have diligently pursued collectio n

action to recover Lite illegal, improper, or incorrect payment in accordance with pro-

cedures prescribed by the Comptroller General .
(b) Nothing contained-in - this :het shall affect the liability, or authorize the relief,

of any payee, beneficiary, er recipient . of any illegal, imprope r ; or incorrect payment ,

or relieve any cer ti fying or disbursing officer, the head of any department or agenc y
of the Goverumexut, Lite C:otmnt - ,ioners of the DiAriel of Columbia, or the comp -

troller of responsibility to pursue collection action against any such payee ,
beneficiary, or recipient .

Audit E'xempt.i.ou for Fore"I'm Contracts

(I-) Military Construction whorization pct, 1963, _Public La w
$$-392, approit-et1 August 1, 1961; 78 Stat . 34L, contains the :same pro -
vision with respect- to the exemption of foreigil contracts from audit
requirements as in previous authorization acts .

See,._ 604. Whenever

(1) : the President determines that compliance with section 2313(b) of title 10 ,

I'nited 5taiff, Code, for contracts made under this Act for the establislmient or devel-
opiocrit of military installations and facilities in foreiat countries would interfere tcith

.fns r ;trrvin^ :,ut of this Act, lar(!_

l") tl w , ;rcn , tary of Defeusc and the f;onzptrolh ,7 General have afire-etl upon alter-

naliee scrrtlrotts of adetinately-auditing tn»e rout races . the President nt .y exempt

j _e-vontracts front the requireniew- of that section (2 Mat . 362) .

3 5
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3ia October 1953, transferred the Office of the Executive Ofllcer and
ice Finance, Section to the'OMee, of Administrative Services and

1

	

:rice of Administrative Planning.
',d; St . IT transferred in January 1958—five employees to Defense Accountin g

g Divi5lon and twL to OtEee 0, Administrative Services .
ire Digest Unit and Office of Legislative Lialson transferred froth Office o f

,r olT ; C,,eiaeral .o'OMee of the General Co sel November. 1958 and 5anuar y

hQiapruts Debt Claims Section with stair of 4,1 transferred to Field Operations
s .

	

cn on Oct . : 5 . 1964 .
;lf Chief Clerk ; payroll activities of Division of Personnel ; Records Servic e

7 . . , i] of DlcisSon of Audiis, and functions of the Executive C, Meer transferred t o
of Administrative Services established Nov . 20, 1953.

.dministrative Staff Field Operations Division, transferred to Of`dce of Adminis-
s' i reServices and to varfousother Accounting, Auditing and Investigative Activities

1'

	

ay 1957.
s hi ne Service Unit, Civfl Aceo•mting and Auditing Division (12 employees) ,

f

	

-re,; t' a Office of :2dministrative Services in November 1957 -
A Duplicating and Publications functions staff of 31 transforierv, to Report Deport :

mzr on Nov . 23, IC164_
lndiein T ilral Branch (44 employees) transferred to Civil Accounting and Auditba g

D 4visiou ePec.tive elote of business June 30, 1964 .
~t £tc:cords ectivity staff of 36 transferred to Archivist of the, T.Tnited States on Nov . 8 ,

1 W;4 .
Indi :,n T .dill! Branch rte f w 36 transferred to Archivist of the United States o n

i O$ . 2s, 19 .̂115.

11 Personnel engaged in servicing military racords(•19 clerical ompl,yees) transterre d
from the Military Audit Branches of Defense Accounting and Audlt.fng Division t o
the respective Military Servlees on Suly 1, 1962 .

1E marine Corps Resident Audit Staff discontinued . on T Tay 9 ; 199x :
14 Air Force Audit OIIice of Defense Accounting and e ud ting Division to ate.d in .

Dayton, Ohio, placed under the jurisdiction of the Lincinnat! Regional Office of :Mel d
operations Division on Apr, 1, 19a .

as Military Audit Branches of Defense Accounting find Auditing Division located In
Indianapolis ; Cleveland, and Denver, placed under the jurisdiction of the Cincinnati ,
Detroit, and Denver regional offices, respectively, and designated as and. . sacs o f
Field Operations Division on Oct . 1, 1983,

to Inteenational O orations Divislen.established on Ae g 19, 196.4 1 %seed indcr th e
jurisdiction of l,l is division were the European and Fa 1a st Rr ;,liac'. .fs acid the fa hl'-

tions of the Civil and Defense Accounting ane Auditing Divisions relating to 'U .S .
0GVernnlent programs and activities conducted in foreign (!ountrl p s.

1 1 , Report Department established May 27, 7 .961. Eniplavc.es eng!ige,l in rt,,)ort l,r, , w.

aratlon functions reassigned from Office of Administrative Srrvlces, Accounting, an+ l
Auditing Policy Staff, and Civil Accounting and Auditing :Division .

A Staff transferred as of July 39, 1956, to Civil Accounting and l .uditinz lhvi,fon ,
Defense Accounting and Auditing, Division, and Field Operations Division .

10 Staff reallned as of Mar . 22, 1956, hiuo Civil Accounting and Anditiog 'NviA ar, ,
Defense Accounting and Auditing Division, Field Olrcrat.ions i)iv~r.gn . !l' iujtlj jj f g

and Auditing F of (-, y Staff, :anri 0(11, o of ;Staff 'ti men raneul .



NUMBER OF EMPLOYEIE5 BY DIVISION AND OFFICE, JUNE 30,

	

196 ,

Mee of the Comptroller General- .

	

. . . . . . .

	

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . w
Office of the Assii;tant. Comptroller General . . . . . . . . . .

	

. . . . . . . . . . . . . . . . . . . . l
Office of the General Counsel	 .

	

. . . . . . . . . . . . . . . .

	

.

	

. . . . . . . .

	

. . . . . . . . . . 184,
Accounting and Auditing I-Wic,v Staff . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . lfl
Civil Accounting and Auditing, Division . . . . . . . . . . . . .

	

. . . .

	

. . . . . . . . . . . . . . 615
Defease Accountim, and Auditing Division . . . . . . . . . . . .

	

. . . . . . . . . . . . .

	

. . . . . . ' .1.
International Operations Division	 . . . . . . . . . 100

European Branch	 3,
Far East. Branch	 . . . . . . . . . . . . . . . . i!}

Field Operatumw Division	 . . . . .

	

.

	

. . . . . . . . 1, 183
Transportation Division 	 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 817

	

-
Office of Staff Maualement	 .

	

. . . . . . . . . . . . . . . . . . . . . . . . . . . 9
Report Department—	 8
Office of Administrative Service . . . . .

	

. . . . . . .

	

. . . . . . . . . . . . . . .

	

. . . . . . . . . . . . 14 2
Claimm Divirion	 . . . . . . . . . . . . . . . . . . . . . . . . . . . 158
Division of Personnel . . . . . . . . . . . . . . . . 3 3

Total ,	 :	 :	 4,278

LOCATIO,

	

OF F~ . PLOY i ..%S B DUTY STATION, 3-( \ E 30, 19G 5

Arlington, Va . . :	 106 'ew Orleams, La	
Atlanta, Ga	 101 Mobile, ~_la	 . .

	

r

Cape 7 ennedy, Fla	 t New York,

	

.Y	 : . . . 9 1
I luntsville . -,VI a—	 7 Garden City, Long faland . 9
Jacksonville . Flit	 I Schenectady, N .Y	 fi
\Varner Robbins . Ga	 5 Svraeu ., N .Y	 S

Bo-ton, Mass	 83 Norfolk, Va	 4 1
Hartford, Conn	 6 Richmond. Va	 3

Chicago, III	 , 88 Philadelphia, Pa	 12 3
-

	

t . Paul, -'1lnln	 23

	

- Harrisburg, P11	 9

	

-
Cincinnati, Olrio	 :al Pittsburgh, Pa	 6

Dayton .Ohio	 1.3 San Francisco, Calif	 93
Indianapolis, Ind . . ~_	 110 I4otioluln, Hawaii	 . : .

	

I
Oak Ridge. Tenn	 3 Sacramento, Calif, 	 1-1

Della .

	

I ' c x	 Seattle, W 1,11	 6 1
,lbuquerq zc, N . Mex,	 l Bremeruiu, Wash	 l
llcsuston, Tex	 6 Portland, Greg	 	 2 5
San An toenit>, 'I'cx . : ; . . :	 Richland. Wash	 1

Denver, COIG	 I38 Frankfurt. Gernlanv	 3
O,,den, Utah, . 10 Tokyo, Japan	 	 1 9

Defroit .11iell . . . . :	 6 3
Cleveland, 0)hio	 76 Total field staff	 1,834

_

	

1'sk3ll .,as City, Nlo	 :	 ill -Washington, D .0	 --- 2,44 4
uklabrona City, Okla 	 I l

.

	

; . L.t:uis, Mo . . 41 Grand total	 4,278
11,<

	

~

	

ilncli ~., <

	

llif : . . . 9 -
} ! hoQuiAriz . . 1

.ill 1 ~I("V, Cahf .

	

..ice 2



EMPLOYEES ON ROLL JCtiF 30, 1965—IIY TYPE'. OF WORK

Accountants, auditors, and investigators :
Certified public accountants 	 .

	

. 3913
Noilccrtified accountants	 ,

	

. . . 1,82 9
Fiscal auditors	 „ -
Transportation auditors 	 . . . . . . . . . 39 6
Iuveiti,ators	 . .

	

. . . . . . . . 51) - -_,

v ._ •t

	

91 8

-

	

-

	

Atttornevv and einplopees engaged in lee—al and quas i -le g al '{cork= :
In legal work reQ ,uring bar membership	 9 9
In legal work not Iequiring bar membersbip 	 9 9
In quasi-legal world not requiring bar membership . . . . . . . . . . . . . 3 3

Other empioyces	 1,09 9

All personnel . .

	

.	 1•,27£3
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U . S . GENERAL ACCOUNTING OFFIC E

LENGTH OF SERVICE — GAO PERSONNE L
AS OF JUNE 30, 196 5

1336 AS OF JUNE 30, 1965, THERE WERE 4;2788 GAO EMPLOYEES ,
INCLUDING 2,376 PROFESSIONAL ACCOUNTANTS, AUDITORS ,
INVESTIGATORS' AND ATTORNEYS. OF THE TOTAL NUMBE R
OF EMPLOYEES, 2,613 (OR 61`) HAD SERVICE OF TEN YEAR S
OR LONGER .
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`PHE 1\C ENTIVE AWARDS PROGRAM OF THE GE'\EBA L
ACCOL\TING OFFICE FOR. THE FISCAL YEAR 196 5
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DIRECTORY OF THE UNrrED STA'T'ES
GENERAL ACCOUNTING OFFICE

Deal
Main Office telephon e

number
U.S . General Accounting Office Building EXecutive 3-462 1
441 G Street NW . o r
Washington, D .C.

	

20,548 Dudley 6+ert .

International Operations Division

EUROPEAN BRANC H

c/o American Consulate Genera l
Platenstrasse '7
Frankfurt/Main, Germany.

PAR EAST BRANCH

Room 619
1833 Kalakaua Avenue
Honolulu, Hawaii 9681 5

Field Operations Division

REGIONAL OFFICE S
Atlanta

Room 204 ; 161 Peachtree Street, NE .
Atlanta,_ Ga . 30303

Boston

1800 Custom House
State Street
Boston, :_class . 02109
Ckicago

Room 1002, U .S . Custom Hous e
610 South Canal Street
Chicago, 111 . 60607

St. Paul SubafJice
Room 1407
U.S . Post Office and Custom Mouse
St . Paul, Minn . 5510 1

Cincinnati,
81.12 Federal Office Building
5th and Main Street s
Cincinnati, Ohio 4520 2

Army Audit Staff
Fort Benjamin Harrison
Indianapolis, Ind . 46249

Dallas

Riiont 600,251 North Field Stree t
19allas, 'Fe,x. 75202

367

770--731, ext . 326	

588-330	

526-1455

223-6536—

828-6176

228-7844

381-2200,ext .2107

546-9211, est . 2870	

RI-9-3437	

404-526=4155

617-223-653 6

312-828-6176

612-228-784 4

513-684-2107

214-749-3437



Field Operations Dh4sion—Continue d

REGIONAL OFFICPS—Continue d

Den mr

7014 Federal Bldg .
1961 Stoat Street
Denver, Coto . 8020 2

Air rorce Audit Staff
3800 York Stree t
Denver, Colo. 80205

-Detroi t

Room 2006, Washington Boulevard
Buildin g

234 State Street
Detroit, 11icla . 48226

Cleaeland Subq ice
1901 East 13th Stree t
Cleveland, Ohio 4411-t
Vary Audit Staff
1901 -East 13th Street
Cleveland, Ohio 44114

Kansas City '
Room 2500, Federal Office. Buildin g
9th and Walnut Streets
Kansas City, Mo . 6410 6

St. Louis Subof ce
Room 1740, 1520 Market. Strce t
St Louis, Mo . 63103

Los Angeles

Room 7054, Federal Buildin g
300 North Los Angeles Stree t
Loa Angeles, Calif. 90012

New Orleans

Rooni T--8030, Federal Office Buildin g
701 Loyola Avenue
New Orleans, La. 70113

New York
3 ,11 Ninth Avenue
Nev, York, N.Y. 10001

Norjo l

423 Pederal Buildin g
600 Granby Street
Norfolk, 'Va . 23510

PNIadelphitt

502 U .S . Customhouse
Second and Chestnut Street s
Philadelphia, Pa . ' 19106

Locu t

	

telephone

	

I'7' S

	

number

	

number .

297-4621	 303-297--162 1

825-1I61,ext . 4II	 303-825-741 1

226-601-1	 313-29 26-60 1 .1

621-7700, est . 125	 216-241-325 7

621-7700, ext . 2-I	 216-211-325 7

Flt 4-5056	 816-379-5056

\1A-24100, ext . 4121 . . 314-622-412 1

688-3813	 0-13-688-381 3

527-6115	 :	 504-527-611 5

971-7531	 212-971-753 1

627-7471, est . 7267 . .

	

703-627-726 7

597-t333	 215-597_4333



Field Operations Division--Continued
Loca l

-

	

REGIONAL OFFICES --00aIiIIUCd -

	

-

	

telephon e
number ruunber

Sart Francisco

143 federal Office Building 556-6200	 415- 556-620 0
50 Fulton Street.
San Francisco . Calif.

	

9410 2

Seattle

312 Federal Office Building 583-5356	 206-583-535 6
409 First Avenu e
Seattle, Wash .

	

9%310 4
Portland Subojice
Room 208, U .S . Court Ifou~e (01d) C:l4j-3361, est . -178 . . . . 503-226 33.7 9
Portland, Oreg .

	

97204

Washington, D .C.

1925 North Lynn Street 691-4571	 202-691-457 1
Arlington, Va .

	

22209

369
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