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Report to Rep. Phillip Burton, Chairman, House Cormittee on
Interior and Insular Affairs: National Parks and Insular Affairs
Subcommittee; by Elmer B. Staats, Comptroller General.

Issue Area: Accounting and Financial Reporting (2890).

Contact: Financial and General Hanagement Studies Div.

Budget Function: Miscellaneous: Financial Kanagewment and
Inforaation Systeas (1002).

Crganizaticn Concerned: Department of the Interior.

Congressional Relevance: House Committee or Irterior and Insular
Affairs: National Parks and Insular Affairs Scbcommittee.

The Office of Territorial 2ffairs of the Department of
the Intericr had proposed and was beginning to i=nstall a
financial management systep for the Central Government of the
Trust Territory of the Pacific Islands. Pindingg/Conclusions:
The prorosed system appearz to be more elaboiate than would be
Recessary to meet oper:ting manager reguiremeits. Operating
managers at both headguarters and the district levels feel their
primary rc¢juirement is for current and accurate iunformation to
enable effective administrative contirol of funds and to provide
information on expenditures by program. This irformation is
vithin the capacity of the IBN 360/25 computer, which has been
in place since 197%. and wculd nct require the mcre
sophisticated computer configuraticr (IBE 370/135) called for by
the prorosed systea and installed in July 1976. The proposed
systes does nct appesr to be needed to meet the requirements of
the present or future Government of the Trust Territory and the
United sStates. The present requiresents are to ensure fiscal
accountability and to bave accurate and tisely information on
expenditures under the various programs which are funded by
grants froe the United States. Current projectiocns are that
there will not be enough qgualified Micromesiam prograrmers to
operate the systern. The system cannot be financed froam Trust
Territory resoucces, and wculd appear to require a continuing
subsidy from the JInited States. (SC)



COMPTROLLER GENERAL OF THE UNITED STATES
| WABHINGTON.D.C. 20548
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The Honoreble Philllp Burton

Chairman, Subcommitiee on National
Parks and Insular Affairs

Committee on Interior and Insular
Affairs

House of Representatives

Dear Mr. Chairman:

Your letters of October 13 and 265, 1976 (see enclosures I and II),
raquested that we mske a study of the Finsncial Management System which
the Depertment of the Interior, Office of Territorial Affairs, had pro-
posed and was begimning to install for the central govermment of tne
Trust Territory of the Pacific Islends.

After preliminery discussicns with the Office cf Territorial Affairs
we agreed with your office to a limited study and performed field work ’
from December 6 vo 17, 1976, at Saipen and Maj.ro in the ‘Trust Terxitory.

The work corcisted primarily of structured interviews with Trust
Territory Headquarters and District persommel and with Chairman Setik of
the Congress of Micrcnesia's Joint Committee on Budget Planning and his
staff, Based on the interviews and on documentation obtained in the
Trust Territory and at the Department of the Interior we have the follow-
ing responses to the questions addressed in our study.

Question 1. Is the proposed system needed to meet present or future
operating manager requirements?

Resporse:

The proposed system appears to be more elaborate than would be neces-
sary to meet operating manager requirements.

Operating managers at both Headquerters eand District levels see their
primary requirement as being for currert and accurate information to
enable effective administrative control of funds (revenues and expendi-
tures) and to provide information on expenditures by program. While some
of the Headguarters managers expressed a desire for statisticel and pro-
graxmatic informetion, this would not necessarily have to be produced from
gn sutomated informetion system.

According to the personnel we interviewed who were most knowledge-
eble ia automatic data processing, the fund control and progrem expenditure
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intormation is within the capecity of the computer (IEM 360/25) that has
beeu in place since 1971 and would not rv,ure the more sophisticated
computer configuration (IBM 370/135) called for by the proposed system
end installed in July 1976.

Question 2. 1Is .Lhe proposed system suitatle to meet “he needs of the
present or future government of the Trust Territory and
the United States? :

Res'oons_e_ :

The proposed system does not appear to be needed to meet the require-
ments of the present or future govermment of the Tru. Territory and the
United States.

The present requirements of the Trust Territory government and of
the United States are primarily to ensure fiscal accountability and to
have accurate and timely information on expenditures under the various
programs which are funded by grants from the United States. A system
thet would meet the requirements of the operating maansgers would also be
able to setisfy these requirexents. :

The requirements of a future government of the Trust Territory after
termination cf the United States Trusteeship (tentatively scheduled for
1581) were discussed with Cheirman Setik and his steff. Their opinion
was that the system must be one that could be operated by the Micronesians
end that it should be the least expensive system which could provide
rapid, accurate information on the status of funds at the District level
where decisiommeking authority would be establishad.

The requirements of the United States after the termination of Lhe
Trusteeship would appear limited to the information required in comnec-
tion with any financiel assistance authorized by the Jonmgress. This
information would be similer to that presently reguired with respect to
grants made to the Trust Territory.

Question 3. What are the prospects for the Trust Territory govermment
baving the financial and technical abiiity to finance and
operate such 2 system in the future?

Response:

The prospects for the Trust Territory govermment being able to
finence and operate such a system in the future are not good.

While governmentel expenditures in the Trust Territory are about

$100 million e year, ouly sbout $5 million is derived from revenues
generated within the Territory. About $1 million of this is derived
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from the Marienss District which has opted for Commoawealth status
independent from the Trust Territory.

The budget on which the Trust Territory's Depertment of Finance
operated in fiscal year 1976 was $1.1 million and was projected to
reach $1.6 million in fiscal year 1978 with the implementation of the
proposed system. The system clearly cannot be financed from Trust
Territory resources, and, even if ihe Marianus as & Commorwealth elected
%6 utilize and pay part of the cost of th: system, a contimiing subsidy
from the United States wouléd appear needed.

As to whether technically-treined pwrsommel will be available to
operate the proposed system, the first class of Micronesian trainees
in autometic data processing programming was started in March 1976.
Seven persons are currently undergoing training in a program which is
expected to produce Jjourneyman level programmers in 3 years. From our
discussions with training advisors and class records it appears pos-
sitle that only three of the cluss will become fully quelified. This
will not meet forecasted needs fur upwards of 10 programmers to cperate
the system.

In addition, the proposed system is a data base manegement one which
will require an experienced, well grounded datz hase administrator as
well as the knowledgeable planning participation of all potential users
of the system. However, the Micronesians have rnot had the opportunity
to obtain the training and experience necessary for the operation of
such a system.

We discussed our study with the Department's Office of Territoriel
Af¥airs on December 30, 13976, stating our opinion that the proposed
system was more elaborate than was needed and more complex and expen-
sive than the Trust Territory could finance and operate in the future.
We expressed particular concern with the increasing commitmeat %o the
IEM 370/135 computer as more programs were converted to it. The Office
took action on Jamuary 3, 1977, to helt further conversion (see enclo-
sure III) and indicated that it would teke steps to determine and docu-
ment the Trust Territory's actual system requirements.

On Jamuary 4, 1977, we briefed your Office on our findings and on
the ection taken by the 0ffice of Territorial Affairs. Subsequently you
advised the Director of the Office of Territorial Affelrs of the Subcom-
mittee's pleasurce at the decision to termirate the IEM 370/135 indicat-
ing that you would be in furtner contact with him efter receiving this
report. _
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As you heve requi-ited, we are furnishing a copy of this letter
to the Office of Territorial Affairs and are offering to discuss with
them in more detail the inforumation obtained during the study.

Si 1y yours
Letiaa 14 / é@a g'

Comptroller General
of the United States

Enclosures
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Honorable Elmer B. Staats
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CGMMITTEE ON INTERIOR AND INSULAP. AFFAIRS
U.£. HOUSE OF RTPRESENTATIVES
WASHINGTON, D.C. 20513

October 13, 1976

Comptroller General of the United States

General Accounting Office
441 G Street, N.W,
Washington, D.C. 20548

Dear Mr. Staats:

1 am herewith reguesting that your office conduct
a study of the Financial Management System which the
Department cf the Interioxr, Office of Territorial

Affairs, has taken the first steps ¢

‘stall for the

central government for the Trust Territory of the Pacific

Islands.

It iz hoped that it will be possible that the study
be directed to a determination of the suitability of the
proposed system in meeting the needs of the present or
future government of the Trust Territory, with such evalu-
ation beirg on the basis of the capabilities, present and
future reqiiremer:s of the Trust Territory government and

the United States.

It is alao reguested that the study

develop information concerning the technical and financial
2bility of the Trust Territory government to finance ard

operate guch a gystem in the future.

because the initial steps for the installation of
such a system have been taken by the Department of the
Interior, it is reguested that this study be scheduled

A8 soOn as possible.

Your response concerning this mztter will be appreciated.

m 4 é Zl ' ;EE
[
ILLIP SBURTON, Chairman

Subcommittee on Territorial
and Insular Affairs
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" JAMES A. HALEY, FLL., CHAIRMAN WIEP SmaCTeR
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HARDLD T. JONNBON, DAL, SAM STEMEN, ARIR. QENERAL SNNEEL
e R COMMITTEE ON INTERIOR AND INSULAR AFFAIRS .

ParEY T, me, oA :Eﬁ:&é%&?:‘ U.S. HOUSE OF REPRESENTATIVES s———rTy .
LLDYD MEEDS, WABH STEELIAN,

ABWAMAM KAZEN, I VEX. DON YumD, ALASRA WASHINGTON. D.C. 20818

ROPERT &, STEPHENS . M., GA. NOBENY €. BAVMAR, D,
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TEND RSecALID, WY, BOMRT J. LAGSMARSIMS, QAL October 26, 1976

JERGATHAN B, BINERANM, N.Y. mm—.

Jones F. SLIBERLING, 0D WRLEY M, PETTS, CALIP

Honorable Elmer B. Staats

Comptroller General of the United States
General Accounting Offi-e

441 G Street, N.W.

washington, D.C. 20348

Dear Mr. Staats:

With reference to my letter of October 13,
1976 concerning a study of the proposed ¥inzncial
Mar.agement System .‘or the Trust Territory of the
Pacific Islands, I am enclosing a copy of a letter
received by me from Congressman Raymond Setik of
the Congress of Micronesia.

You will note that Congressman Setik writes
cuoncerning the need for the requested study.

Sincerely yours,

PHILL B N, Chairman
Subcompfittee on Territorial
and Insular Affairs

Enclosure
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Congress of Micronesia

JOINT COMMITTEE ON PROGRAM AND BUDGET PLANNING
Capitol Hill Saipan, - Mariana lslands 96950

October 14, 1976

Honorable Phillip Burton

Room 2454

Rayburn House Office Building
Washington, D. C. 20515

Dear Mr, Burtou:

On behalf of the Congress of Micronesia, our Committee would like
to forwally request your office te secure the sarvices of a small,
highly qualified tesm of people from the General Accounting Office
who have strong backgrourds in Automated Financial Management
Systems to come to the Trust Territory of the Pacific Islands and
evaluate the system now being installed by the Trust Territory
Covernment.

As you well know, accountability has been one of the problem :reas
in Micronesia for msny years. Recently the Department of Interior
decided to attempt to rectify this by acquiring a very sophisticated
couputer and implementing a fully automated Data Based Financial
Management System. At the outset, thc Congress of Micronesia fully
suppcried this effort even though the increased costs of operation

= were substantial,

More recently, the Under Secretary of Interior made a judgrment that
the Financial Management System of Micronesia was not being
implemented to his satisfaction. Therefore, an additional $2.3
million was to come out of the Trust Territory budget to fund a
contract with a private firm to come to the Trust Territory and
virtually take over the system. Contrary to the past agreements

with the Department of Interior and in line with the budget review
authority which the Congress ot Micronecia has been given by
Secretaria. Order, we were not officially consulted on this action.
To implement the Under Secretary's decision would require reprogramming
of approximately $1 million in Fiscal Year 1977 funds and $1.3 millien
in Fiscal Year 1978 appropriations. All this would be in addition

to the substantial level of funding now being allotted for the Trust
Territory Department of Finance.

Rep. Raymong Setik, Chairman nep. Charles Domnick Sen. John Mangetel
Sen. Saimy Otter, Co-Chairman fes. Kuniwo Nakamura
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Honorable Phillip Burton
October 14, 1976
Page 2,

The Congress of Micronesia believes that the Truct Territory Covern-
mant needs an independent judgment on the validity and viability of
this Financial Management System which is now being set up, both

#s far as present needs are cencerned, and perhaps more importantly,
as to its compatibility with requirements under a different future
political status for Micronesia. Unti, we are satisfied that this
§ystem really meets the needs of the people of Micronesia, we feel
it would be foolish on our part to approve any additional expenditure
for this project.

If your office could make this requust to GAO on our behalf, we
would be most greatful. We envision thar the services of two or
three highly competent individuals would be required for about one
week. Theair report would then be used as the guideline to both

the Department of laterior and the . T rust Tarritory Goverrment as

to the future dirsction of a Financial Management System. The report
could also alleviate a poteutial conflict which exists between the
Congress of Micronesia and the Departwen:t of Interior as to how to
proceed vwith the iaplemeantation of our system.

We would uppreciate this assistance before the end of this calendar
year znd will assist £ team in any way possible,

We thank you in advance and we look forward to your favorable
consideration.

Akt

Joint Committee on Prd&ran
and Budget Planning

cc: DOTA
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UNCLASSIFIED .

INC/DOTA:DNOYSEY:HB

1/3/77:343~472b .
ZNT/DOTASERICE : .
PRIORITY RUHGSAA/HICONTERPACIS SAIPAN PRIORITY

£.0. 1kb52: N/A

TAGS: AFIN. Ta

SUBJECT: COMPUYER DECISION
POTA NO.

J. AS THE RESULT OF MEETING WITH GAO REPRESENTATIVE DECI-
SION HAS BEEN MADE TO GET RID OF 270-135 COMPUTER AMND USE
3b0-25 CONPUTER. YOU SHOULD ISSUE INSTRUCTIONS T0 DIRECTOR
OF FINANCE AT ONCE 7O IMNMEDIATELY STOP ALL UORK ON PUTTIN
ADDITIONAL DATA ON 370. DIRECTOR FOt¥CF FINANCE SHOULD BE
FURTHER DIRECTED TO FURNISH FULL INFORMATION ON PROGRAMS

OR DATA NOW BEING RUN ON 37D AND LHAT IT WILL TAKE IN TERNS
OF EFFORT AND TINE TO TRANSFER ALL PROGRAMS AND DATA TO

20 OR USE RANUAL SYSTLiS. ANY -PLANS TO RETURN LD SHOULD
BE STOPPED. 6A0 RECOMMENDS 4 SInPLER SYSTEM. THE NEXT
STEP UILL BE TO DETERNINE AND DOCUNENT TTPI REQUIREMENTS.
DOTA WILL ARRANGE THIS AND NOTIFY YOU LATER. DCTA SENDS.YY

L'_ UNCLASISIFIED





