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prigadier Genaral John . MoWhoyter, Jx. /Zé
Commanding General ¢ “
LB Army Yabick Laboraterles 7

Hatdock, Massachusoetis, OL760
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Doay Goneral CiWhoxter: E%Q

ine Genoral Accounting Office has reviewed solected aveas

of the accsunting systan for rescarch and development (D) at
the Jeny babick Loboratoriss {(LEADRS), Matick, Massachusetis, to
asternine whethar the systom at KLALS conformed to Dopartmoent of

vEun Tnstructions {DODI's) and Army Regulations (AR'a), and
worthor infermation provided to ranxocnent was accurate. Wo Jid
oot oveluate the managenent Jdesicon of the gysten.
Ve welieve that the accounting practicas al GLADS ware con-

»  progerilbed policlas and wpyoccedures except thabt propor
5 was pob placed on expanse avcounting.  Wa found (1) cost
sotenniing wne not Intoyrated with the guneral acgoanting ayoston

in accounts daslgned for cocunsiling oblications with

Lowinoes were 2ot pedng usced, As oa rosult PRABS A1 not use oot

i the managenant of its onorations, and cost and other Jata
copted te bicher lovels of managoment was inacourate.  Sacsae
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Loers wera Slocussed with you and othor LANE officials, and
v owers advised that appropriats corzestive action ig halng ox
dTy
P T

S EaREn.

voliowing is a summary of the patters we discussed.
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O3 ACCOULTING

DORT 7220.24 provides that thse coot accounting system should
Lo subsidiary to, controlled by, and intenratad with the genoxal
accounting systen., hR 37-112 ¢itas a nuwabor of advantages of an
integrated eost accounting systan ineluding a means of providiing
panicors with erxponse data vidch can bo vwsed for controliing and
z s the cost effectiveness of each cost contar. Procodiures
for the regoxding, reconciling, roporting and gontroliing costsm
aga set forth in AR 37-108 Chapter %, and AR 37-112 Chaptex 4.
Gur yeview disclozad that these prescribed procedures for mroper
accounting discipling woere not followed.

Tuw Cost Detail Lodgers contain eobligations rathor than oue
pensug.  Obligations esxceeded expences for the fiscal yaar L4871
wah furdls by ahout $2.6 million. Iecause ¢he Cost Dstail Ledmers
avn usced to prepare local roports NIARS manangenment does not havo
Lo Lonofit of cost information. & laboratory officlzl stated
hat accurate oot information would ba helpful in the monagomeat
£ his prograne wiich approxmimate 26 pegoont of total ULADE RLD
Yunding.

O oot

we farther noted that thoe R&D Activity Reroxt, which provides
e Ay Motordel Command {(AMC) with aceorued cogts, was ovorstated
Ly oanout 3715,000 for the fiscal year 1971 sl fundo. boscauss the
cul b aecoenting systeas is not intecyated with the senoral ladyor,
Loz rerort was prepaved indspendontly, and no reconciliation was
Tals o onsura tha accuracy of the information reportod.
LARS accounting officials statod that action would big taken
w brlag the cost accounting systow under general ledgoer contyol.

FLaw I LD BCCOULITS —

AR 37-L90 pets forth the procedures for the use and control
of mecounts 4802 - Undalivered (ontracts and Oxders, amd 4003 -
supald Controacts and Ovders fecelved.  Those accounts, whileh aro
Jughenad fox veconeiling oblicacions with expanses, were not used
i Lue JLABS RED gensral cccountliag gvstes.

The practics at LABS wag to rogovd ifabilities ot the tine
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act undsyr geaaral ledger control, the reguired raporis of
data ware prepared from soureos onbsida the gonoral accounting
vaber,  We found that accounts payabla and wndolivered orders wora
wosurately stated in the Report of Selecied Balonces forx Accrual
wporting and the Status of Allotment Roport.
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ve further found that the general ledoger account for accouwnts
yable was anderstated by about $5 nmillion. This ervor was not
cteckod hevauss the general ledgor accounis had not bLeen reconciled
+3Go when the sccounting systen wag converted %o the acceruaal

v
s

Mrer discussing these natters with NLARS officials, nction
@5 dndtiated o Investicate and adjust the $5 million discropancy
and to bring the liability accounts under general ledger coutrol.
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Ve appreciate the courtesies and cooperaties of you and your
sTafif durdinc our review.

Sincarely yours,

JOSEPH B

Jozseph Ldor
fagional Manager






